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Chtonology of the Development of the Genesee County

May 10, 1994

November 29, 1994

September, 1997

July 22, 1998

August 21, 1998

May 7, 1999

May 28, 1999

July, 1999

Tuly 29, 1999

November 18, 1999

December 15, 1999

Agricultural and Farmland Protection Plan

Planning Department staff advises the Genesee County Agricultural and Farmland
Protection Board at their regular meeting that $300,000 in State funds have been
made available for the development of County Agricultural and Farmland
Protection Plans.

Genesee County Agricultural and Farmland Protection Board discusses the
development of an Agricultural and Farmland Protection Plan for Genesee County.
Board requests information from the NYS Department of Agriculture and Markets
and other counties which are developing plans.

A key recommendation of the Genesee County Comprehensive Plan calls for the
County to, “prepare a countywide Agricultural and Farmland Protection Plan”.

Meeting of representatives from Planning Department, SWCD, Cooperative
Extension and Real Property Tax Office held to discuss the development of a
Genesee County Agricultural and Farmland Protection Plan.

Follow-up meeting of representatives from Planning, SWCD, Cooperative
Extension and Real Property Tax Office held to discuss the strategy for
the development of an Agricultural and Farmland Protection Plan.

Meeting with Stuart I. Brown Associates and representatives from Planning,
SWCD, Cooperative Extension and Real Property Tax Office held to discuss the
development of an Application for Funding of an Agricultural and Farmland
Protection Plan.

Meeting with Stuart I. Brown Associates and representatives from Planning,
SWCD, Cooperative Extension and Real Property Tax Office held to review
various components of the Application for Funding of an Agricultural and
Farmland Protection Plan.

Application for Funding of an Agricultural and Farmland Protection Plan
completed with the assistance of Stuart I. Brown Associates.

Application for Funding of an Agricultural and Farmland Protection Plan approved
by the Genesee County Agricultural and Farmland Protection Board and submitted
to the NYS Department of Agriculture and Markets

Planning Department staff advises the Genesee County Agricultural and Farmland
Protection Board at their regular meeting regarding the progress of the County’s
Application for Funding.

NYS Department of Agriculture and Markets notifies the County Legislature that
a grant in the amount of $50,000 will be awarded for the development of an
Agricultural and Farmland Protection Plan for Genesee County.



February, 2000

March 22, 2000

April 14, 2000

April, 2000

May 4, 2000

May 24, 2000

June 29, 2000

July 20, 2000

November 14, 2000

February 20, 2001

March 20, 2001

May, 2001

The Genesee County Legislature officially adopts a resolution accepting the NYS
Department of Agriculture and Markets award of $50,000 to develop an
Agricultural and Farmland Protection Plan.

Request for Proposals for consulting services to provide technical assistance to
Genesee County on the development of an Agricultural and Farmland Protection
Plan issued.

The Genesee County Agricultural and Farmland Protection Board meets to discuss
the progress of the development of the Genesee County Agricultural and Farmland
Protection Plan and the consultant proposals which were submitted.

Proposals for consulting services to provide technical assistance to Genesee
County on the development of an Agricultural and Farmland Protection Plan
reviewed by the Consultant Selection Committee consisting of representatives
from the Board, Planning Department, SWCD, Cooperative Extension and Real
Property Tax Office.

Three planning consulting firms interviewed. Agricultural and Community
Development Services (ACDS) and its sub-contractors, the American Farmland
Trust and Peter J. Smith & Co., is recommended by the Consultant Selection
Committee as the firm to assist the County.

Genesee County enters into an agreement with Agricultural and Community

Development Services for the provision of technical assistance to Genesee County
on the development of an Agricultural and Farmland Protection Plan in an amount -
not to exceed $70,000.00.

Agricultural and Farmland Protection Plan Kick-Off Meeting - Genesee County
Building No. 2.

News release issued pertaining to the development of an Agricultural and
Farmland Protection Plan for Genesee County. Extensive article published in the
Batavia Daily News on July 26, 2000.

Agricultural and Farmland Protection Plan Project Meeting and Agricultural Land
Preservation Techniques Training Session - Cooperative Extension.

Agricultural and Farmland Protection Plan Project Update Meeting - Richmond
Library.

Genesee County Agricultural and Farmland Protection Board meets and officially
approves the plan and adopts a resolution to recommend the plan to the County
Legislature.

Agricultural and Farmland Protection Plan Recommendation No. 7 revised to
reflect input from Legislator John Sackett.
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April 30, 2001

June 19, 2001

June 20, 2001

November 7, 2001

November 14, 2001

Copies of the Agricultural and Farmland Protection Plan sent to Genesee County
Farm Bureau, Cooperative Extension Board, Genesee County Chamber of
Commerce Agricultural Committee, Comprehensive Plan Land Use Focus Group,
Genesee County Chamber of Commerce Business Development Committee,
Genesee County Soil and Water Conservation District Board, Genesee County
Industrial Development Agency Board and County Planning Board for review.

Article pertaining to the Agricultural and Farmland Protection Plan and Public
Hearing is published on the front page of the Batavia Daily News

Presentation of Agricultural and Farmland Protection Plan to Committee of the
Whole. Agricultural and Farmland Protection Plan Public Hearing.

County Legislature’s Ways and Means Committee forwards plan adoption
resolution to full Legislature.

County Legislature acts on Agricultural and Farmland Protection Plan adoption
resolution.

The Genesee County Agricultural and Farmland Protection Plan was crafted under the direction of the
Genesee County Agricultural and Farmland Protection Board and through the efforts of the County
Departments of Planning and Real Property Tax Services, the Genesee County Soil and Water
Conservation District and Cornell Cooperative Extension of Genesee County, with the assistance of -
Agricultural and Community Development Services, the American Farmland Trust, and Peter J. Smith
and Company. Throughout the process of developing the Plan, citizen participation was emphasized.
Numerous informal meetings and conversations were held between the ACDS consulting team, the
involved County Departments, local farming organizations, individual farmers, agribusinesses and other
_representatives of the farming community.



Genesee County: Agricultural and Farmland Protection Plan

March 22, 2001
TO: GENESEE COUNTY AGRICULTURAL & FARMLAND PROTECTION BOARD

FROM: AGRICULTURAL & COMMUNITY DEVELOPMENT SERVICE, INC.
AMERICAN FARMLAND TRUST
PETER J. SMITH & COMPANY

RE: COMPLETION OF AGRICULTURAL AND FARMLAND PROTECTION PLAN

The ACDS, Inc. study team would like to thank the Genesee County Agricultural and
Farmland Protection Board for the opportunity to work with the community while it
developed the Genesee County Agricultural and Farmland Protection Plan. We were also
pleased to hear that the Board accepted the plan on March 20, 2001 and look forward to
following its progress.

Asfollow-up to our last meeting, the study team wished to summarize both the plan and
the process the Board, the Genesee County Legislature, County and Town Agencies, and
other impacted parties must engage to fully implement this plan.

PLAN SUMMARY

The Genesee County Agricultural and Farmland Protection Plan is a compendium of two
strategic plans; the Farmland Protection Plan and the Agricultural Development Plan; an
analysis of the fiscal impact of specific land-usesin the Town of Byron called the “Town
of Byron Cost of Community Services Study”, and maps detailing critical geographic and
demographic data. Collectively, these studies address land-use, economic development,
planning, policy formation and many other issues. Below isa summary of the key
findings and recommendations.

FARMLAND PROTECTION PLAN

The Genesee County Farmland Protection Plan sets forth a series of sequential
recommendations that lead, ultimately, to the creation of “Agricultural Security Districts’
and a County-wide Purchase of Development Rights Program. This plan includes
background information on Agricultural Land Preservation in New Y ork, an analysis of
techniques used within the discipline, and case studies of best practices that are relevant
to Genesee County’ s unique situation.

A summary of the recommendations from the Farmland Protection Plan follows:
Recommendation 1: Refinethe Strategic Farmland Map and incor porateit into the
Smart Growth Plan. The map itself should become a companion to the Smart Growth

Plan and be used with it to inform town decision-making on land use and infrastructure
issues.

Agricultural & Community Development Services, Inc, Columbia, MD 1
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Recommendation 2: Reaffirm the importance of existing agricultural districts
especially with regard to water and sewer extensions. The decision of one or more
towns to allow lateral access without extenuating circumstances could create a precedent
that endangers agricultural district integrity aswell as other farmland protection measures
throughout the County.

Recommendation 3: Conduct an ‘audit’ of each town’s zoning and subdivision
provisions and recent past development patternsto help the towns under stand the
potential impact on maintaining a critical mass of farmland. Once the audits are
conducted, the County Planning Department and the Agriculture and Farmland Protection
Board should host a summit of all town officials to present results and discuss
alternatives.

Recommendation 4: Consider the designation of an ‘agricultural production zone'.
The concentration of large, highly-productive farmsin Genesee County, as well as
smaller farms clustered together, may lend themselves to a designation of a zone to
protect the land’ s * highest and best use’ — production agriculture.

Recommendation 5: Consider the use of incentive zoning as a mitigation tool. Take
the opportunity with incentive zone to leverage protected land or protection funds when
upzoning land within the Smart Growth Devel opment areas.

Recommendation 6: Develop new funding sour ces specifically for a farmland
protection fund. See farmland protection as avoidance of future infrastructure costs, by
finding ways to tap the engine of future development and protecting the investment you
make.

Recommendation 7: Create‘Enhanced Agricultural District Program’ for mid-
term protection of Farmland. Involves avoluntary commitment to restrict non-farm
development for a period of 10 years, with automatic re-enrollment, in exchange for
annual payments and priority in Genesee County's participation in the state's PDR
program.

Recommendation 8: Prepare to Purchase Development Rights. Set an acreage goal,
develop dedicated revenue sources, refine the selection components, and position
Genesee County, with its exceptional resources to make maximum use of increasing State
PDR funding.

Recommendation 9: Integrate a farmland protection component into the County’s
public education efforts about agriculture.

Recommendation 10: Conduct periodic estate planning seminarsfor farmersand
professionals.

Recommendation 11: Advocate for implementation of the Agriculture Development
Plan.

Agricultural & Community Development Services, Inc, Columbia, MD 2
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The recommendations in this plan are designed to be carried out sequentially and under
the direction of the Genesee County Government.

AGRICULTURAL DEVELOPMENT PLAN

The Agricultural Development Plan consists of a menu of options for agricultural
economic development opportunities. The study team realizes that the County will not be
able to implement all aspects of these recommendations, but expects that thislist should
spark a debate that helps to further classify, refine, and prioritize agricultural

development initiatives. As priorities are developed, key agencies should adopt them as
part of their individual work plans, and the County should integrate them into its Master
Plan.

The Agricultural Development Plan identifies six key focus areas in which to
undertake 38 new initiatives or renew current efforts. These six focus areas are:

Economic Devel opment
Business Development

Policy and Planning

Work Force Development
Public Outreach and Education
Regulation and Legisation

A summary of these recommendations follows:

ECONOMIC DEVELOPMENT

Recommendation 1: Promote I nnovative Financing Options. Genesee's agricultural
industry shows signs of outgrowing the region’s existing capital resources, which consist
mostly of community banks and the Farm Credit System. Thisisdue largely to the
concentration of large, diversified farming operations as well as the presence of
numerous entrepreneurial agricultural and agriculturally-related businesses.

Recommendation 2: Retain, Expand, and Recruit Agribusiness.
Recommendation 3: Create a Resear ch and Development Grant Program.
Genesee’ sinnovative agribusinesses are a hotbed of entrepreneurial development.
However, funding to support early stage product development, technical services, and
commercialization is limited.

Recommendation 4: Integrate Business Support Services.

Recommendation 5: Explore Regional Labor Recruitment Options.

Agricultural & Community Development Services, Inc, Columbia, MD 3
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Recommendation 6: Study Labor Training Needs.
Recommendation 7: Prepare SBDC and SCORE Counselorsto Work with Farmers.

Recommendation 8: Support L eadership Development. The success of Genesee's
agricultural industry is adirect function of its exemplary agricultural leadership.

Recommendation 9: Support Improvementsto Rural Utilities. Specific limiting
factors are the quality and cost of electric service and the unavailability of high speed
internet services.

Recommendation 10: Study Water Use Issues. In some areas of the county, farmers
are experiencing decreases in water quality as well as increasing competition for ground
and surface water resources making water a limiting production factor in the future.

Recommendation 11: Seek State Support for a Regulatory Impact Review. Recent
and dramatic changes in federal and state regulations have significant impact on farm
viability.

BUSINESS DEVELOPMENT

Recommendation 1: Conduct Business Management Training. Middle and senior
management skills should be supported through aggressive use of structured, targeted
seminars; roundtables; and distance learning protocols. The County may also wish to
explore the possibility of making a satellite location available to aregional University for
the purpose of periodically running an executive MBA program for agribusinesses.

Recommendation 2: Develop Industry Specific Short Cour ses.

Recommendation 3: I dentify and Access Product Development Resources. A
significant number of Genesee farms are engaged in or are considering specific product
development initiatives. The County should assist this process by identifying a network
of food technologists, nutritional consultants, engineers, marketers, financiers, and others
that can professionally support this trend.

Recommendation 4: Study and I mprove Production Service Response. The most
common theme among Genesee farmersis the lack of responsiveness/relevance of
Cornell University/Regional level production support.

Recommendation 5: Engage a Grant Writer

Recommendation 6: Provide Individual Counseling (to Farmers)

Agricultural & Community Development Services, Inc, Columbia, MD 4
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POLICY AND PLANNING

Recommendation 1: Integrate County Plans, Policies, and Programs. Genesee
County and numerous towns have recently engaged in or are preparing to engage in
planning efforts. It iscritical for the success of any county level program that these
policies be integrated or at least compatible in the foremost.

Recommendation 2: Direct Consistent and Supportive Land-Use Policies. As
Genesee County agriculture continues it current transformation, it will be important for
the County and each town to support its growth through land-use policy and planning.

Recommendation 3: Advocate for Appropriate Infrastructure Development.
Farmersin Genesee County are focused on two broad concerns regarding
infrastructure development depending on their geography. These concerns are
public utilities and traffic patterns.

Recommendation 4: Study Funding M echanisms. If the County isto meet the
objectives of the Agricultural and Farmland Protection Plan, it must find a means to
financially support this plan beyond existing revenues and grant funding programs.
Recommendation 5: Accommodate L abor Housing.

Recommendation 6: Encour age Regional Planning and Cooper ation.

Recommendation 7: Advocate Increasesin State Purchase of Development Rights
(PDR) Funding.

WORK FORCE DEVELOPMENT

Recommendation 1: Conduct Regulatory Compliance Wor kshops. Complying with
personnel laws, labor housing, and hiring immigrant labor are three troublesome issues
addressed by farm operators. Currently, fear of the regulatory structure is a significant

barrier to full employment of the available labor pool.

Recommendation 2: Advocate for Improved Secondary Education.
Recommendation 3: Develop Distance L earning Modules. New entrants to the labor
force, especially non-native English speaking popul ations, may need additional training
resources delivered at the work place on an as needed basis.

Recommendation 4: Open Regional Dialogue on M anagement Recruitment.

Farmers and agribusi nesses throughout the region complain about the difficulty of
recruiting and retaining qualified management.

Agricultural & Community Development Services, Inc, Columbia, MD
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PUBLIC OUTREACH AND EDUCATION

Recommendation 1: Expand Existing Programsto Educate Policy Makersand the
General Public.

Recommendation 2: Conduct Advanced Training in Economic Development and
L and-Use Planning.

Recommendation 3: Develop and Promote Public Information Packets.

It is recommended that the County develop web-based information packets and public
service announcements to educate the general public about agricultural practices and the
importance of agriculture to the community.

Recommendation 4: Create a Neighbor Relations Program. Conflicting land-uses are
becoming alarger issue as new residents move in next to farming operations, especialy
animal operations.

Recommendation 5: Develop an Agricultural Highlights Video Series.

REGULATION AND LEGIS_LATION

Recommendation 1: Create a Regulatory Compliance Bulletin. Farms are highly
regulated small businesses that frequently lack the resources to know and/or to
understand the regulatory requirements they face.

Recommendation 2: Advocate for L ocal Content L egislation. Genesee County should
advocate for state legislation that would require state institutions and school systems to
purchase dairy products with local dairy content.

Recommendation 3: Advocate for Improved Energy Policy. Genesee County farmers
are exploring numerous alternative energy strategies, but are restricted by Niagra-
Mohawk (NIMO) policiesthat limit the sale of power back into the NIMO grid.

Recommendation 4: Advocate for Country of Origin Labeling. It isanticipated that
such labeling, when combined with compliance to the Food Quality Protection Act
(FQPA), may increase the demand for local agricultural products.

Recommendation 5: Prepare Farmersfor Compliance with HACCP, Food Quality
Protection Act, and Food Safety Microbial Standards. The County should sponsor a
winter meeting to review elements of the FQPA, HACCP, and other food safety
standards and help farmers position products.

The Agricultural Development Plan deals with many of the complex issues discussed

with farmers during the interview phase of this project and attempts to programmatically
address these concerns and opportunities.

Agricultural & Community Development Services, Inc, Columbia, MD 6
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TOWN OF BYRON COST OF COMMUNITY SERVICES STUDY (COCCYS)

A COCS Study reorganizes local financial records of acommunity to determine the net
effect of various land usesin asingle fiscal period. The COCS study compares costs and
revenues from residential; commercial and industrial; and agricultural, forest and open
land sectors to provide a snapshot of the financial contributions of current land uses to
local governments.

A COCS Study was completed for the Town of Byron, New Y ork as part of a County-
wide Farmland Protection Plan prepared for Genesee County. According to the results of
the study completed for Byron, the average ratio of dollars generated by residential
development to services required was $1.00 to $1.30. In other words, for every dollar
raised from residential revenues, the Town spent an extra 30 cents on average in direct
services. These services include education, health and human services, fire safety, and
public works. The average ratio for agricultural land, forest and other open space was
$1.00 to $.49 cents; for every dollar raised in revenue the Town retained $.51 cents.

Average Land Use Ratios for the Town of Byron, New Y ork

Residentia Commercia/lndustrial Agricultural/Forest/Open Space
$1.00: $1.30 $1:00: $0.77 $1.00: $0.49

PLAN IMPLEMENTATION

It isimportant for the Agricultural and Farmland Protection Board to remain focused on
the objective of this effort, which is to seek the implementation of a set of programs and
policies that support both the business of agriculture and the natural resources that make
Genesee County such athriving agricultural community.

To achieve this, the Agricultural and Farmland Protection Board must play an active role
in educating both the agricultural community and the citizens at large about the key role
agriculture and agribusiness playsin their daily lives. Furthermore, the Board must |ead
the public debate that precedes the adoption and implementation of this plan or elements
thereof, and must remain active as agencies of the towns, County, and State respond to
the intent of this document. Put simply, the plan will only be as effective as the people
behind it.

As the County works through the implementation of this plan, it will be critical that an
agency(s) be assigned responsibility and authority for its successful employment. It has
been our experience that a program of this scale should initially be staffed by at |east one
dedicated, full time professional staff member in either Planning, Cooperative Extension,
or Industrial Development. However, all agencies impacted should be involved and
should have adopted elements of the plan within their annual work statements.

Agricultural & Community Development Services, Inc, Columbia, MD 7
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KEY ISSUES

The ACDS, Inc staff members have identified several common issues that accompany
agricultural and farmland protection planning. The Board should be aware of these as
they proceed:

Public Buy-In: Many communities feel that the public education / public support
portion of implementing these plans are full of conflict and therefore distasteful.
However, public buy-inisacritical success factor and imperative for generating the
support and ultimately the revenue sources necessary to offer many of the programs
outlined in this document.

The Equity Argument: Nearly all communities considering revision to land-use
ordinances, implementation of purchase of development rights programs, water-sewer
access, and other land-use issues go through the equity value debate. Thisis alegitimate
debate that in most casesis based asmuch in fear asitisinfact. Discussion of the
following issues may be helpful:

» Most land-use changes stabilize and/or enhance equity value, not de-valueit.

> Equity valueisat its least stable where there are few or no land-use restrictions.

» Purchase of Development Rights programs are voluntary. They do not force
farmersinto lowering the value of their “retirement equity.”

» Purchase of Development Rights programs are very consistent with the property
rights movement because they allow afarmer/landowner more options to recover
the intrinsic value of the land (agricultural/resource value) while at the same time
enjoying the proceeds of development by selling the devel opment rights
bestowed by law.

» Agriculture, despite many peoples’ view to the contrary, isan industrial use.
Most zoning restricts the co-mingling of residential and industrial uses because
of the natural conflict of uses. Thisisalso appropriate in agricultural aress.

» Farming pays more in revenue than it usesin services and is a critical part of
balancing any political jurisdiction’s fiscal position.

Policy Integration: Agricultural programming is most effective when it isintegrated

into broader policy discussions and plans. Therefore, it isimportant for the Agricultural
and Farmland Protection Plan to become an integral part of the County’s overall planning
initiative.

Once again, thank you for the opportunity to participate in this planning project.

Agricultural & Community Development Services, Inc, Columbia, MD
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Genesee County Farmland Protection Plan
EXECUTIVE SUMMARY

The best farmland land protection program cannot, by itself, save the business of agriculture when
no attention is paid to the economics of local farming. By the same token, the erosion of the land
base it needs to operate can undermine the best economic development efforts and skillful farm
managers. When devel opment pressure and weak land use controls artificially inflate productive
land values, then agricultural communities are vulnerable. And vice versa, the will to take these
steps to sustain farmland will depend in large part on the viability of the agricultural industry in
Genesee County.

The Background section of this plan looks at what is currently available in the farmland
protection toolbox in the state of New Y ork. These include agricultural districtsthat bring right-
to-farm protections to operations, layers of tax relief, and a statewide purchase-of-developments
program, which is presently only modestly funded but is expected to grow. Participation in that
program requires a planning effort such as the one reflected in this entire document including the
economic development components.

L ooking beyond Genesee County and New Y ork State, the Findings sections summarizes the
variety of toolsin the farmland protection toolbox. At the local level, planning and zoning
techniques are critical. When an area strives to sustain its agricultural economy and protect
farmland, these objectives should be reflected in the planning and zoning process. The
communities around the nation making the greatest strides to protect the land base for their
agricultural industry are those who employ a combination of techniques. The case studies present
some modifications and creative applications of the basic tools by communities around the
country. Each illustrates a point of some relevance to Genesee County as its designsits local
initiatives. This section also outlines the issues to consider with Genesee County’ s participation in
the State Purchase of Development Rights (PDR) Program. A set of eligibility criteriaand a
ranking formulafor Genesee County are included in the first Appendix. Finally, the thoughts of
the agriculture community, collected in a series of interviews, are summarized.

When it comes to planning for the protection of its agricultural land base, Genesee County has
several strengths not always present when a community putsit’s mind to this complex task.
Namely, Genesee County contains a combination of excellent soils and climate conditions, along
with strong economic indicators for industry viability. Agriculture remains a major economic
force in the county and is home to some very large operations as well as many smaller ones. At
the same time, suburban development (along with its inevitable fragmentation and land use
conflicts) isonly beginning to occur. It isamoment in time when the potential threat to acritical
mass of farmland is present but is not yet overwhelming. That means that there is time for
Genesee County and its towns to better prepare themselves for the next ten to fifteen years —
perhaps ‘to change in order to stay the same’.

Based on an analysis of the Genesee County’ s current situation this plan recommends a
significant ramping up of the County and towns' farmland protection efforts. They include:

Columbia MD
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RECOMMENDATION 1: Refinethe Strategic Farmland Map and incor porateit into the
Smart Growth Plan. The map itself should become a companion to the Smart Growth Plan and
be used with it to inform town decision-making on land use and infrastructure issues.

RECOMMENDATION 2: Reaffirm theimportance of existing agricultural districts
especially with regard to water and sewer extensions. The decision of one or more townsto
allow lateral access without extenuating circumstances could create a precedent that endangers
agricultural district integrity aswell as other farmland protection measures throughout the county.

RECOMMENDATION 3: Conduct an ‘audit’ of each town’s zoning and subdivision
provisions and recent past development patternsto help the towns under stand the potential
impact on maintaining a critical mass of farmland. Once the audits are conducted the County
Planning Department and the Agriculture and Farmland Protection Board should host a summit of
all town officialsto present results and discuss alternatives.

RECOMMENDATION 4: Consider thedesignation of an ‘agricultural production zone'.
The concentration of large, highly-productive farmsin Genesee County as well as smaller farms
clustered together may lend themselves to a designation of a zone to protect the land’ s * highest
and best use’ — production agriculture.

RECOMMENDATION 5: Consider use of incentive zoning as a mitigation tool. Take the
opportunity with incentive zone to leverage protected land or protection funds when upzoning
land within the Smart Growth Development areas.

RECOMMENDATION 6: Develop new funding sour ces specifically for a farmland
protection fund. See farmland protection as ‘ avoidance of future infrastructure costs, find ways
now to tap the engine of the coming develop, and protect the investment you make.

RECOMMENDATION 7: Create‘Enhanced Agricultural District Program’ for mid-term
protection of Farmland. Involvesavoluntary commitment to restrict non-farm devel opment
for aperiod of 10 years, with automatic re-enrollment, in exchange for annual payments and
priority in Genesee County's participation in the state's PDR program.

RECOMMENDATION 8: Prepareto Purchase Development Rights. Set an acreage goal,
develop dedicated revenue sources, refine the selection components, and position Genesee
County, with its exceptional resources to make maximum use of increasing State PDR funding.

RECOMMENDATION 9: Integrate afarmland protection component into the County’s
public education efforts about agriculture.

RECOMMENDATION 10: Conduct periodic estate planning seminarsfor farmersand
professionals.

RECOMMENDATION 11: Advocate for implementation of the Agriculture Development
Plan.

Agriculture and Community Devel opment Services, Inc.
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INTRODUCTION

Unlike other industries, the basic natural resources of agriculture - soil and climate - cannot
simply pick up and move when residential neighbors become bothersome, land holdings become
fragmented, or land prices get too high. All soils and climates are not the same nor are they
interchangeable. Add to that the fact that conversion to non-farming usesis usualy irreversible.
That makes securing a base of valuable resource land vital to the long-term mutual benefit of the
industry and the individual operators. The problem of productive farmland loss is complex and
solutions often begin with the structure of land use controls. In Genesee County, land useis
controlled at arelatively small level of government, in the towns and villages. Meanwhile, the
critical mass of land needed to sustain the agricultural industry in a county or region functions at a
much larger scale than a single town or sometimes even a county.

The best farmland land protection program cannot, by itself, save the business of agriculture when
no attention is paid to the economics of local farming. So too can the best economic development
efforts and skillful farm managers be undermined by the erosion of the land base it needs to
operate. When land values are artificialy inflated (based on something other than the land’s
productive value) by development pressure and weak land use controls, then agricultural
communities are vulnerable. By the same token, the will to take these steps and sustain farmland
protection efforts will depend in large part on the viability of the agricultural industry in Genesee
County. (See aso the Agricultural Development Plan.)

The plan that follows looks at what is currently available in the farmland protection toolbox in the
state of New Y ork and how some other parts of the country are tackling the issues. It contains the
first steps for Genesee County’ s participation in the State Purchase of Development Rights (PDR)
Program. The thoughts of agriculture community, collected in a series of interviews, are
summarized. And recommendations are made for significantly ramping up the County and towns
farmland protection efforts. However, the best ideas are no substitute for a broadly shared vision
and dogged leadership on the part of folks committed to benefiting the entire community.

In describing farmland protection effortsin Lancaster County, Pennsylvania, the authors of
Holding Our Ground say that their “success story depends on leadership from the township
officials who adopted and maintained agricultural zoning, the county commissioners who formed
and continue to fund a purchase-of-devel opment rights program, the state legislators, the citizens
who formed the private, non-profit Lancaster Farmland Trust, and the capable farmers who have
shown a long-term commitment to agriculture.”
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BACKGROUND

New York State Agriculture and Farmland Protection Initiatives

New York State first formalized its agriculture and farmland protection effortsin 1971 with the
passage of the Agricultural Districts Law. The law recognizes that while agricultural land is one
of the state’s most important resources, farmland throughout New Y ork is threatened by non-
farm development. The law’s purpose isto provide local mechanisms for keeping land in
agricultural production.

The Agricultural Districts Law has been amended several times. In 1992, it was enhanced
significantly to support New Y ork State’ s farmland protection activities. These changes were
included in the Agricultural Protection Act, signed into law that year. Among other amendments,
the legislation included stronger right-to-farm protection and established a statewide agricultural
and farmland protection program.

The following components of the agriculture and farmland protection effortsin New Y ork state,
many of which originated in the Agricultural Districts Law, are summarized below:

TOOLS
o Agricultura Districts
o Taxrelief
Agricultural assessment
Ad valorem limitations
Farmers' school tax credit
Farm building exemptions
Local tax abatement
o Right-to-Farm “Package”
o Agriculture and Farmland Protection Program
Planning grants
Purchase of development rights (PDR) grants
PLAYERS
o County agricultural and farmland protection boards
o The Advisory Council on Agriculture

AGRICULTURAL DISTRICTS

In 1971, the Agricultural Districts Law set forth the concept of “agricultural districts’ as an
effective and politically viable way to protect New Y ork farmland. In exchange for designation
as an agricultural district farmland owners benefit from limitations to utility ad valorem taxes,
protection from local regulations that might impinge on necessary farming practices, and limited
protection for nuisance suits under right-to-farm legidlation.
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An agricultural district isinitiated when interested landowners submit a proposal to their county
legidlative body. The owners must collectively own at least 500 acres (or 10 percent) of the land
proposed for the district. In considering the agricultural district proposal, the county legislature
evaluates:

o Theviability of active farming in the district and adjacent areas

o The presence of viable farmland that is not actively farmed

o The extent of other land uses

o County development patterns and needs

Once the county legidlative body adopts an agricultural district, the commissioner of New Y ork
State Department of Agriculture & Markets must certify the district. Agricultural districts are
reviewed every eight years by the county legislature.

Agricultural districts have been created in 50 of New Y ork’s 57 counties. As of 1997, 408
districts encompassed more than eight million acres statewide, with an average district size of
approximately 20,000 acres. In Genesee County 183,983 farmed acres are currently enrolled in
agricultural districts. (See the Existing Land Use and Agricultural Districts MAP)

TAX RELIEF

Tax relief isan important issue for farmers. Farms need land to operate and property taxes on
farmland are a significant expense. Taxes on farm buildings are often substantial as well.
Farmers often say, “Cows don’t go to school,” which reflects the concept that taxes on
agricultural land should be proportionate to its demand on municipal services and its ability to
generate income. Because farmland tends to provide more in property tax revenues than it
requires in public services, keeping it in production may help control the cost of community
services.

Since overtaxed agricultural land may be more susceptible to conversion to non-agricultural
uses, tax relief measures may also be considered a farmland protection tool. The expense of
property taxes may discourage farmers from buying land and can force existing farmers to sell.
Farmers' savings from property tax relief programs can be significant and may make the
difference between staying in business or selling out. Several state and local programs now exist
to offer various kinds of property tax relief for farmers.

Agricultural Assessment

New York’s Agricultural Districts Law established agricultural assessment as away to provide
property tax relief for farmers. Agricultural assessment allows farmland to be taxed for its
agricultural value rather than its market value. Any land used for agricultural production may
qualify if it meets the acreage and income requirements established by the Agricultural Districts
Law. Land does not have to be located in an agricultural district to receive the assessment.
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Agriculture & Markets maintains an agricultural land classification system based on soil
productivity. The system consists of 10 primary groups of mineral soils and four groups of
organic (muck) soils. In determining agricultural assessment, the assessor multiplies the state
certified assessment value for each soil group by the total number of acres within the soil group.
The assessor then totals the sub-amounts and applies the local equalization rate to determine the
parcel’s agricultural value.

Land placed under agricultural assessment and then converted to a non-agricultural useis subject
to conversion fees. These payments equal five times the taxes saved in the last year during which
the land was receiving an agricultural assessment, plus 6% interest compounded annually for
each year that the assessment was granted (up to five years).

Ad Valorem Limitations

The Agricultura Districts Law limits the taxation of farmland for certain municipal
improvements such as sewer, water, lighting, non-farm drainage, solid waste disposal or other
landfill operations. Land used for agricultural production within an agricultural district cannot be
taxed for such improvements unless the fees were imposed prior to the formation of the district—
or unless the farm structure benefited directly from the improvement district. The fees may be
imposed on a one-half acre lot surrounding any dwelling or non-farm structure located on the
farm’sland. In addition, the governing body of afire protection or ambulance district may adopt
aresolution to state that agricultural assessment values be used to determine the taxes levied by
that district.

Farmers School Tax Credit

In 1996, the Farmers Protection and Farm Preservation Act created the farmers’ school tax
credit. This alowed eligible farmers to obtain an income tax credit (or corporation franchise tax
credit) for school district property taxes.

The credit applies to school taxes paid by the farmer on land, structures, and buildings used for
agricultural production in New Y ork. Farmhouses used as personal residences do not qualify.
However, some farmers may also qualify for the New Y ork State School Tax Relief (STAR)
program to receive a partial exemption on the assessment of their houses. STAR is aresidential
tax exemptions available to anyone in the state who meets age and/income criteria.

The farmers' school tax credit isfully funded by the state. It is neither area property tax
exemption nor isit affiliated with the agricultural assessment program. The credit does not
diminish local school district revenue and does not shift the school tax burden to farmers
neighbors.

Farm Building Exemptions

Several provisionsin the Real Property Tax Law exempt farm buildings or structures from
property taxes. Section 483 exempts new and rebuilt farm buildings for ten years. Section 483-a
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exempts entirely certain agricultural structures from taxation, including farm silos, feed grain
storage bins, commodity sheds, bulk milk tanks and coolers, and manure storage and handling
facilities. Section 483-c also exempts temporary greenhouses.

The Real Property Tax Law also offers alimited exemption for the rehabilitation of historic
barns. Local governments and school districts may authorize a 10-year exemption for the
increase in value to areconstructed or rehabilitated barn. This does not apply to buildings that
have already received exemptions, to barns used for residences, or to renovations that alter
historic appearances.

Local Tax Abatement
EXAMPLESIN NEW YORK STATE:

The towns of Perinton, Penfield and Webster in Monroe County have enacted local tax
abatement programs in exchange for term conservation easements. Authorized by Section 247 of
the General Municipa Law, these programs offer reductions in property taxes to participating
landowners.

In Saratoga County, the town of Clifton Park recently enacted alocal tax abatement program for
owners of 15 or more acres of farmland or open space who agree to keep their land in farming, or
open, for at least 15 years. Two adjacent landowners can apply if their combined acreage meets
the 15-acre minimum. Landowners who convert their land prematurely face penalties.

In Clifton Park, most commercial farmers—already eligible for agricultural assessment and the
Farmers School Tax Credit—have not participated in the new local program. The 15-year
minimum term may have inhibited participation, especially since the farmers are already
receiving the benefits of agricultural assessment. Nevertheless, more than 1,437 acres were
approved for the program in its first year of existence, including 741 acres of farmland. This
farm acreage, mainly ineligible for agricultural assessment, will remain in agriculture and may
provide a buffer for the town’s remaining commercial farms as development encroaches.

RIGHT-TO-FARM “PACKAGE”

The continued devel opment of agricultural areas has increased the potential for conflicts between
farmers and their neighbors. In 1992, the Agricultural Districts Law was amended to add a
limited defense for farmers against private nuisance lawsuits. Commonly referred to as the right-
to-farm law, all 50 states have enacted some kind of nuisance protection law. Generally, these
provisions aim to strengthen the ability of farmers to defend themselves in a nuisance suit
brought by a neighbor or local government.

Right-to-farm laws also may be used to shield farmers from excessively restrictive local laws or
to ward off intrusive and unwanted public infrastructure. Right-to-farm provisions can improve
the viability of farm businesses since a“farm-friendly” local business climate can allow farmers
to invest more in the future of their operations.
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Despite the ambitious tone of their title, right-to-farm laws are not meant to shield farmers from
all legal disputes with neighbors. However, they assert that a person who voluntarily moves into
the vicinity of the nuisance activity (which isinterfering with his or her enjoyment of the
property) has no right to expect that a court would restrict such an activity.

The Agricultural Districts Law now provides five types of right-to-farm protections for farm
businesses:

1) Definition of Agriculture-Requiresthe commissioner of New Y ork State Department of
Agriculture & Markets to determine whether land uses are agricultural in nature.

2) Local Ordinance Provision—Provides protection against laws that unreasonably regulate farm
operations in agricultural districts.

3) Notice of Intent—Requires analysis of proposed public projects that may impact farmsin
agricultural districts.

4) Sound Agricultural Practice Determinations—Offer limited protection from private nuisance
clams.

5) Disclosure Notices-Inform property buyers about farming practices before they purchase
property in an agricultural district.

Many notice-of-intent filings concern proposals to extend water and sewer lines into farming
areas. These filings are so common that Agriculture & Markets has developed guidelines for
water and sewer transmission mains located wholly or partially within an agricultural district.
Three of the four guidelines relate to construction. They strive to minimize the disruption of farm
enterprises, address soil compaction and erosion, and provide repair for any damaged agricultural
drainage systems. The fourth guideline recommends that future water and sewer service be
provided only to agricultural structures.

AGRICULTURAL AND FARMLAND PROTECTION PROGRAM

New Y ork state’s Agricultural and Farmland Protection Program was enacted in 1992 as part of
the Agricultural Protection Act. The program encourages counties and towns to work with
farmers to promote local initiatives that help maintain the economic vitality of agriculture and
protect the industry’s land base.

Under this program, funds are available for counties to develop agricultural and farmland
protection plans. Since 1994, almost 40 counties have received planning grants through the
state’s Environmental Protection Fund to develop such plans. In 1996, the state amended Article
25-AAA to provide counties that have approved plans, or eligible municipalities, with
implementation grants to purchase development rights to farmland.
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Planning Grants

County agricultural and farmland protection boards, in conjunction with local soil and water
conservation districts and the United States Department of Agriculture Natural Resources
Conservation Service (USDA NRCS), develop agricultural and farmland protection plans. These
plans locate important county farmland, analyze the agricultural and environmental value of such
farmland and identify threats to its continued agricultural use. They also describe activities,
programs and strategies that will help keep the land in agriculture.

Completed agricultural and farmland protection plans, while tailored to the specific concerns of
their region, have addressed four critical issues:

o Agricultura viability and profitability—For agriculture to succeed, it must be profitable.

o Agricultura land use and farmland protection—Maintaining the land base for agricultureis
crucial to its success as an industry.

o Agricultural awareness and public education—Public support for agriculture depends on
educational efforts that stress itsimportance.

o Municipal land use-Review of local laws, ordinances, regulations and comprehensive plans
can help identify potential conflicts with agriculture.

Strategic agricultural and farmland protection plans are only the beginning of a continually
evolving process. To ensure their greatest success, plans must be evaluated periodically and
revised as needed. They also will not achieve their objectives unless the recommendations they
make are enacted. Responsibility and oversight for implementation efforts must be assigned. In
addition, future actions should be prioritized in order to focus efforts once the plan has been
adopted.

Funding sources for implementation also need to be identified and obtained. Some
implementation efforts, such as purchasing development rights, can make use of state farmland
protection grants. Other initiatives, such as agricultural economic development, likely will
require local funding sources as long as state funds are not available for that purpose. Still other
initiatives may serve as catalysts for new statewide or regional programs or may create new
partnerships between public and private sectors.

Purchase of Development Rights (PDR) Grants

In 1996, the New Y ork State L egislature provided eligible municipalities that have approved
agricultural and farmland protection plans with implementation grants to purchase devel opment
rights (PDR) on farmland. PDR isavoluntary farmland protection technique that pays farmland
owners for permanently protecting the land for agriculture.
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In general, landowners possess a variety of rightsto their property, including the rights to use
water resources, harvest timber or develop the property consistent with local regulations. Some
or all of these rights can be transferred or sold to another person. PDR programs enable
landownersto separate and sell their right to develop land from their other property rights. In
New Y ork state, participating farmers are typically offered the difference between the restricted
value of the land and the fair market value of the land. A permanent conservation easement is
recorded in the land records binding all future owners. The land remains in private ownership
and on the tax rolls.

In New Y ork, PDR was first funded in 1996. From 1996 to 1999, three rounds of farmland
protection grants were awarded to counties and towns throughout New Y ork, totaling nearly $16
million. Funds for PDR are alocated from the state’ s Environmental Protection Fund and the
open space account of the Clean Water/Clean Air Bond Act. Grants have been awarded to
communities across the stete.

Since the program’ s inception, competition for the state’ s limited funds has been intense. Eight
applicants received $3.7 million in grants in the first round and el even applicants received
approximately $4.5 million in the second round. In each round, grant requests far exceeded the
available funding. For example, in the third round in 1998, 12 applicants received grants of $7.7
million in response to requests that totaled more than $40 million. Based on widespread interest
in this program around the state, funding requests are expected to continue to increase.

State PDR Program Selection Criteria

Priority is given to projects that:
o Preserveviable agricultural land
o Areinareasfacing significant development pressure
o Serveasbuffersfor asignificant natural public resource

Additional criteriaare:

o Number of acres preserved
Soil quality
Percentage of total farm acreage available for agricultural production
Proximity to other conserved farms
Level of farm management demonstrated by current landowner
Likelihood of the property’ s succession as afarm if ownership changes

0000 DO

PDR programs have become increasingly popular with farmers. Despite the recent allocation of
state grants, however, current funding levels have not been sufficient to meet the growing
demand for agricultural conservation easements. In the future, additional state funding will be
needed to help New Y ork communities protect their farmland from development and keep
productive land in agricultural use.

11
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COUNTY AGRICULTURAL AND FARMLAND PROTECTION BOARDS

In 1992, the Agricultural Protection Act reconstituted the former agricultural district advisory
committees as county agricultural and farmland protection boards (AFPBs). To date, AFPBs
have been formed in 53 of New Y ork’s 57 counties.

Agricultural and farmland protection boards, established by the county legidative body, should
consist of 11 members. Thisincludes the chair of the county soil and water conservation
district’ s board of directors, amember of the county legislative body, a representative of the
county cooperative extension, the county planning director and the county director of real
property services. In addition, the board must contain at least four active farmers and an
agribusiness representative (these members must reside within the county). A representative
from aland preservation organization may aso be on the board.

County agricultural and farmland protection boards are authorized to:

o Advisethe county legislative body about agricultural districts

o Review notice-of-intent filings

o Make recommendations about proposed actions involving government acquisitions of
farmland in agricultural districts

o Prepare and update county agricultural and farmland protection plans

o Reguest review of state agency regulations that affect farm operations within an agricultural
district

o Review and endorse applications for New Y ork PDR funds

These responsibilities provide the opportunity for AFPBs to become active partners with

Agriculture & Markets in influencing state and local policy on agricultural and farmland

protection issues.

ADVISORY COUNCIL ON AGRICULTURE

The Advisory Council on Agriculture (ACA) is appointed by the governor and authorized to
make recommendations on state government plans, policies and programs affecting agriculture.
Thisincludes agricultural districts, agricultural assessment values and land use issues.

The ACA consists of 11 members selected for their expertise. At least five members are
operators of commercial farm enterprises; at least two are local government officials. The rest
represent agricultural businesses or institutions. The ACA also invites participation by the chair
of the state soil and water conservation committee and the dean of the New Y ork State College
of Agriculture and Life Sciences at Cornell University.

The 1992 Agricultural Protection Act authorized two studies by the ACA. One addressed right-
to-farm issues and the other addressed farm property taxes. The right-to-farm report is currently
used by Agriculture & Markets to guide its sound agricultural practice determinations. The
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property tax report advocated a property tax credit for school taxes paid by farmers. This
recommendation was realized when the Farmers' School Tax Credit was enacted in 1996.

This chapter has been largely excerpted from the American Farmland Trust publication entitled

“ Action Guide: Agricultural and Farmland Protection for New York” 1999. Please see original
publication for greater detail.
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FINDINGS

Land Use Planning Techniquesto Protect Farmland

At the local level, planning and zoning are important farmland protection tools. When a local
area strivesto sustain its agricultural economy and protect farmland, these objectives should be
reflected in the planning and zoning process. The communities around the nation making the
greatest strides to protect the land base for their agricultural industry are those who employ a
combination of techniques including some of those summarized below.

COMPREHENSIVE PLANS

Comprehensive plans, also known as master or general plans, allow communtiesto create along-
term vision for their future. They outline local government policies, objectives and guidelines
regarding development. Typically, they identify areas best suited for a variety of land uses,
including agriculture, forestry, residential, commercial, industrial and recreationa activities.

Comprehensive plans can establish acommitment to local agriculture by protecting natural
resources and promoting farm business opportunities. Comprehensive plans can form the basis of
alocal farmland protection strategy by identifying areas to be protected for agriculture and areas
where devel opment will be encouraged. They aso should aim to conserve natural resources
while providing affordable housing and adequate public services.

ZONING

Zoning is usually the chief tool, along with the water and sewer plan and transportation plan, to
implement what the community agreed to work toward in the comprehensive plan. Legally, all
zoning requirements must be in accordance with a comprehensive plan. Zoning controls usually
function at the smallest level of government. Zoning ordinances segment portions of counties,
cities and towns into areas devoted to specific land uses. They also establish standards and
densities for development.

Zoning ordinances, ot size requirements and road specifications may affect agriculture
immensely and should be reviewed carefully. Many local governments and planning boards
assume that farming isaresidential land use. Worse, they consider agriculture atemporary land
use until further suburban or non-farm development occurs. As aresult, farmland is often zoned
in rural/residentia districts, which may encourage premature conversion of the land.

Zoning can be used as aform of farmland protection. For instance, maintaining alower density
of development in an areamay be beneficial to farming. Fewer neighbors mean fewer potential
conflicts. Local governments can reduce the density of development in two ways: by increasing
the minimum lot size or by reducing density without requiring large lots that may prove to be
“too small to farm and too big to mow.”

X 15
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For example, say the desired land density is one unit per five acres and the parcel in question is
100 acres. This parcel could be divided into either 20 5-acre parcels or 20 1-acre parcels and an
80-acre parcel. In both examples, the result is 20 building lots (not considering the 80-acre parcel
as a separate building lot) with a density of one unit per five acres. In the latter example,
however, arelatively large, agriculturally viable parcel remains.

Several different zoning techniques that may be used to encourage the protection of farmland are
outlined below.

Agricultural Protection Zoning (APZ)

Agricultural protection zoning ordinances designate areas where farming is the primary land use.
They discourage development that could impair the land’ s use for commercial agriculture. APZ
ordinances also restrict the density of residential development in agricultural zones. They
generally require building on small lots as opposed to dividing tracts into large, equally sized
lots. Most ordinances make use of afixed density, allowing, for instance, one dwelling for every
25 acres. Others are based on a dliding scale, with the dwelling and acreage allowances more
flexible.

Agricultural protection zoning stabilizes the agricultural land base by keeping large tracts of land
relatively free of non-farm development. For APZ to be effective, the area s farming industry
must be profitable, and farmers must be committed to keeping their land in production.

Sliding Scale Zoning

Sliding scale zoning uses a scale to determine the number of lots that potentially could be
developed in an area. Owners of smaller parcels are allowed to divide more land into lots than
are owners of larger parcels. To keep farmland in productive use, maximum lot sizes (usually
two or three acres) typically are established. Non-farm development is directed to less productive
land.

Cluster Zoning

Cluster zoning ordinances allow or require houses to be grouped close together on small lots to
protect open land. They increase density on part of a parcel while leaving the rest undevel oped.
This allows the construction of the same number of houses, while minimizing the impact to the
area’ s natural resources. New Y ork Town Law, Section 281, allows municipalities to permit, or
require, cluster devel opment.

Cluster subdivisions may keep land open for future agricultural use, but generally they are not

designed to support commercial agriculture. In addition, clustering may create tension between
residential and agricultural land usesif new neighbors object to the sights, sounds and smells of
commercia farming. To increase its usefulness as afarmland protection tool, provisions should
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be made to protect commercial farming or recognize that cluster arrangements may be more
appropriate near |less-intensive farming operations.

Large-Lot Zoning

Generaly, large-lot zoning (that designates minimum lot sizes as small as five to ten acres) is not
considered a farmland protection technique. In fact, it may encourage the premature conversion
of farmland since it often results in the purchase of more residential acreage than homebuilders
actually want or need. Large-lot zoning often is used in conjunction with lists of “permitted by
right” usesthat fail to view agricultural areas asimportant commercial zones worthy of special
protection from incompatible uses.

SUBDIVISION REGULATIONS

Unlike zoning ordinances, which address whether specific uses are permitted, subdivision
regulations specify how development will actually occur and exactly what formit will take. For
example, zoning ordinances designate how many lots can be developed on a parcel, but
subdivision regulations determine where those lots will be located and how the land is
developed. A number of techniques have been incorporated into subdivision regulations to lessen
the impact of development on agriculture.

Overlay Districts

Some communities have used agricultural overlay districts to direct development away from
prime farmland. While overlays lessen the impact of development on agriculture, they generally
regulate how—not if—farmland is devel oped. So far, such districts have not been used to change
underlying density requirements or limit non-farm uses. Agricultural overlay districts can be
used to trigger cluster-zoning provisions, buffer strips or other performance standards covered in
this section.

Performance Standards

Performance standards can minimize the impact of development on farming. They may be used
to steer development away from prime agricultural soils and existing farm operations. They
usually are applied on a case-by-case basis, and they require discretionary decisions by alocal
planning board.

Some factors that can be used as performance standards:

Potential for conflict with agriculture

Need to minimize the amount of converted agricultural soils
Agricultural productivity of the land and soils involved
Compatibility with existing or permitted uses on adjacent property

- 17
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Buffers

In rapidly growing areas, development inevitably will occur adjacent to active farm operations.
Based on the concept that “ good fences make good neighbors,” buffers create physical barriers
between potentially incompatible land uses. Buffers may be created by strips of land (from 50 to
500 feet wide) or by vegetation such as existing hedgerows, planted trees and shrubs. Some
subdivision ordinances require the devel opers to provide the buffers. To be effective, buffers
must be designed on a site-specific basis and adapted to address different types of agricultural
operations. In some cases, they simply may not be effective.

MITIGATION TECHNIQUES

Mitigation technigues applied to high quality farmland refersto a*“no net loss’ approach to
farmland protection. Land taken out of agriculture use and/or zoning must be replaced with
either new land of equal size and productivity being brought into agricultural use or afee paid by
adeveloper to permanently protect acreage elsewhere.

In New Y ork, the state Legidlature has created a mitigation requirement in the Agricultural
Districts Law. Section 305(4)(h-1) requires mitigation when land is taken by eminent domain for
use as alandfill. The provision became effective January 1, 1998, representing the first time that
amitigation requirement has been applied to farmland in New Y ork. The Army Corps of
Engineers has also utilized the concepts of mitigation and “no net loss’ routinely for the
protection of wetlands. Such mitigation provisions are a way to balance growth and resource
protection.

TRANSFER OF DEVELOPMENT RIGHTS (TDR)

Transfer of development rights programs allow landowners to transfer the right to develop one
parcel of land to adifferent parcel of land. (Conversely, cluster zoning usually shifts density
within aparcel.) TDR programs can protect farmland by shifting development from agricultural
areas to areas planned for growth.

Section 261-a of the Town Law and section 7-703 of the Village Law explicitly empower
municipalities to authorize transfer of development rights. Such programs are defined in these
provisions as “the process by which development rights are transferred from one lot, parcel or
areaof land in any sending district to another lot, parcel, or area of land in one or more receiving
districts.”

To implement TDR, receiving and sending districts are designated and mapped in accordance
with a comprehensive plan. State law dictates that the sending district may include agricultural
land and that the receiving districts must have the infrastructure needed to support increased
development. Development rights are documented as conservation easements that are
enforceable by the town or other designated entity. They may be bought or sold by the
municipality for deposit in a development rights bank.
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Flexibility isimportant throughout the TDR process. For TDR to work, communities must build
consensus on its use as away to protect resources and direct future growth. A market must exist
for both the devel opment rights (either in the private sector or viaa municipal development
rights bank) and the higher density development that will result. While the TDR technique holds
promise in theory, it has not been utilized in New Y ork due to the complexity of its
administration and its unproven track record.

EXAMPLES OF NEW YORK TOWNS THAT HAVE INCORPORATED FARMLAND
PROTECTION INTO THE LAND USE PLANNING PROCESS

o Town of Pittsford—After adopting an updated comprehensive town plan in 1995, the Pittsford
Town Board devel oped arating formulato evaluate the town’s remaining land resources. The
highest rated parcels were identified in Pittsford’ s Greenprint for the Future plan in 1996.
The Greenprint steered devel opment away from areas of ecological importance,
recommending that approximately 60 percent of the town’s remaining undeveloped land be
protected. In 1996, the town board approved $9.9 million in bonds to purchase devel opment
rights and permanently protect seven farms totaling 1,100 acres.

o Town of Stuyvesant—In 1993, Stuyvesant (located south of Albany in northern Columbia
County) was accepted into the “model communities program” of the Hudson River
Greenway Communities Council, which provided funding and technical assistance for the
town to develop a comprehensive plan. The plan identified agriculture as the town’ s primary
land use; the town has since implemented a right-to-farm law and passed a resol ution
declaring Stuyvesant to be an “agricultural community.” The town also is considering
farmland protection technigques such as incentives for residential clustering, low-density
zoning and PDR.

o Town of Ithaca—L ocated in the heart of the Finger Lakes Region, the town of Ithaca' s 1997
Park, Recreation and Open Space Plan incorporated recommendations from a 1992 report,
Planning for Agriculture in the Town of Ithaca, that emphasized the importance of
agriculture to the town’s economy and quality of life. The report made several policy
recommendations including revising zoning regulations, integrating agricultural policy
statements into the town’s comprehensive plan, creating a voluntary PDR program, and
establishing a permanent town agriculture committee (which was created in 1993). The 1997
open space plan estimated the acquisition of development rights to important lands would
cost the town $3.7 million over 20 years, approximately $15 per resident per year—a
somewhat modest investment on a per capita basis. The town is currently reviewing a draft of
new zoning regulations for its agricultural district to better protect agricultural land, and is
setting up a structure for its PDR program.

This section has been largely excerpted from the American Farmland Trust publication entitled
“ Action Guide: Agricultural and Farmland Protection for New York” 1999. Please see original
publication for greater detail.
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Variationson a Theme — Selected Case Studies

Interest in farmland protection is growing rapidly around the country. However, one size does
not fit all. The result has been a degree of modification and creativity being applied to some of
the basic tools of farmland protection. The following group of case studies has been selected
because each illustrates a point that has some relevance for Genesee County as it designsits
local initiatives. Much about the recommendations have their roots in the experience of other
places whose circumstances or earlier histories are comparable to Genesee County's. The
concepts are summarized below with further documentation in the appendices.

Tackling Agricultural Viability in Massachusetts

In an effort to link agricultural economic development, environmental protection and farmland
protection, Massachusetts has instituted an * Agricultural Viability’ Program. It is designed to
improve the economic bottom line and environmental integrity of participating farms through the
development and implementation of farm viability plans devel oped by teams of agricultural,
economic and environmental consultants. The team assesses the current farm operation and
devel ops approaches to increase farm income using such methods as improved management
practices, diversification, direct marketing, value-added initiatives and agri-tourism.
Implementation funding is available in exchange for an ‘agricultural use covenant’ on the
property for a prescribed number of years. The amount of money available to a particular farmis
related to the number of years agreed to in the restrictive convenant (five or ten years). Linking
economic development funding with farmland protection serves two purposes. it directs
preservation funds into strengthening the operations of working farms and it protects the public
investment by holding the land for a period of time to give new management practices and
ventures a chance to work. (See Appendix |11 for copies of the application and covenant
document.)

California’s ‘Williamson Act’ Agricultural Districts

In response to high, speculation-driven land taxes in the post war era, California enacted alaw in
the mid-1960' s known as the Williamson Act that allows landowners to create ‘ agricultural
preserves by signing renewable 10-year contracts with local governments. Landowners agree to
restrict use of property within the preserves to agriculture or open space for the term of the
contract. In return, the land is assessed at its agricultural value. The state then reimburses the
counties for approximately athird of the total property taxeslost. Since tax relief isthe primary
benefit that |landowners receive for creating preserves, the Williamson Act is commonly
classified as a differential assessment program. However, it unusual in its connection of a
preferential tax assessment with aterm commitment to remain in agriculture.

The amount of acreage enrolled in the Williamson Act currently is at about 15 million acres. As
of 1995, half of the state’ s agricultural land was enrolled in the program and more than 70% of
the state' s estimated acreage of prime farmland was under contract.
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In 1998 California signed into law what is being called “ Super Williamson Act”. It allows for the
conversion of existing Williamson Act agreements into 20-year contracts, thereby forming
‘farmland security zones.” In exchange for the extended term, landowners receive a package of
additional benefits, including a 35% reduction in property taxes beyond the reduction calcul ated
under traditional contracts. Other benefits include protection from annexation by cities and
special districts, areduced special tax rate for urban-related services, and a ban on school
districts condemning and buying land in farmland security zones. There are no provisions for
canceling contracts before the term expires. As aresult of these longer contracts, additional funds
are provided by the state to the counties to make up a portion of the lost tax revenues. Sinceits
adoption eleven counties have applied to participate. In addition, the state has recently
dramatically ramped up funding of its purchase of development rights program.

Strategic Mapping in Delaware

An unusua convergence of circumstances in Delaware as it began its farmland protection efforts
turned out to be a blessing. Faced with an approved but unfunded state program and a legal
requirement to map strategic farmland in the state before buying any devel opment rights, the
Delaware Department of Agriculture embarked on a strategic mapping exercise that still leads
the nation and is an integral part of a booming (and now well-funded) PDR program. They
modified the LESA (Land Evaluation and Site Assessment) system to suit an area-wide analysis
as opposed to a site-specific analysis. It incorporates factors such as natural soils groups,
availability of sewer, land use/land cover, percent of areain agriculture, agricultural investment
and the presence of natural areas. The result is a map with five different colors indicating lowest
to highest priority for farmland preservation in the agricultural portions of the state. The *color’
of the map areawhere a particular farm is located then corresponds to half of the points that farm
scores on the PDR ranking system should it apply to sell an easement. The maps were the results
of years of testing and public input. Using this method, state resources are directed to the most
productive agricultural resources and operations that have the best chance of remaining viable.

Delaware also has a situation in which agricultural zoning in its three counties is very weak and
function largely as rural residential development zones. Individual counties show little
willingness to do anything about the agricultural zones, nor do they contribute matching dollars
to the state PDR program. However, since creating an ‘agricultural districts' isthe only way to
realize tax benefits, right-to-farm protections, or to be eligible to sell an easement, district
participation is extremely high and may, in fact, be functioning as ‘ de facto’ agricultural
production zoning. Matching state funds is accomplished with landowner discounts to their full
easement values. (See Appendix IV for program description and strategic mapping criteria.)

Responding Quickly to Save Critical Farmsin Carroll County, Maryland

L ocated within easy commuting distance of both Baltimore and Washington, DC, Carrall
County, Maryland set agoal for itself in the late 1970’ s of permanently protecting 100,000 acres
of farmland. They enacted 1:20 cluster zoning (a change from 1:1 zoning) to stabilize the land
base and began vigorous participation in the state purchase of development rights program. To
date they have agricultural easements on over 33,000 acres. However, they discovered that the
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state program could not respond quickly enough when prime land was at the critical point of
changing ownership.

The county’ s response was the development of a‘ Critical Farms Program’. It functions as an
enhancement to the state PDR program and guarantees a minimum easement value for farms that
are being transferred. Applicants must be the contract purchasers or recent purchasers of afarm
that qualifies for the state PDR program and that ranks high on the county’ s preference formula.
Based on an appraisal of the value of the easement, the county offers the new owner a payment
of 75% of easement value for an option for the county to acquire the easement at the end of the
five-year period.

When the new owners receive the money for the option contract, they are obligated to put the
farmin a state agricultural district and to offer to sell the easement to the state program for five
years. If the state acquires the easement, the county is repaid the exact amount that was provided
up-front (no-interest payment is required). The money is then recycled into the Critical Farms
Program. At the end of five years, if the easement has not been purchased by the state, the farm
owner has two options: repaying the County (with interest) for termination of the option
agreement; or, accepting the easement as permanent with no additional payment from the county.
Since it began in 1992, the Critical Farms Program has entered into 30 option contracts on 3,946
acres. So far almost all of easements have been purchased by the state and the remainder are in
the pipeline. (See Appendix V for a copy of the application and the option contract.)

Farmland Mitigation in the West

Recently, two innovative approaches have been enacted to mitigate farmland loss. In 1995, the
city of Davis, California, established an agricultural land mitigation requirement as part of a

“ Right to Farm and Farmland Preservation” ordinance. Adopting a“no net loss of farmland”
approach, the Davis ordinance requires devel opers to permanently protect one acre of farmland
for every acre of agricultural land they convert to other uses. Generally, devel opers place an
agricultural conservation easement on land in another part of the city, although paying afee may
also satisfy mitigation. Protected farmland must meet certain requirements; for instance, it must
contain soil comparable to the developed land and be located in one of the city’s agricultural
zones. As the program has proceeded, payment in lieu of acres has been encouraged into order to
allow the city to leverage state PDR funds to permanently protect farmland with easements.
Several of the protection transactions were fee simple acquisitions of farms, which are then
leased back to farmers, and the proceeds pumped back into the mitigation fund. (See Appendix
V1 for the Davis ordinance.)

King County, Washington (on the edge of metropolitan Seattle) also usesa*“no net 10ss’
approach to farmland protection. In their case, it is applied to either of their two agricultural
production zones. The zone containing their dairy farmsis the most restrictive residentially
(2:60) but the most conducive to commercial agriculture. The second zone, which contains
mostly berry operations allows residential densities of one dwelling unit per thirty-five acres
(1:35). Usesiin these two zones are strictly limited to agricultural and the only building allowed
must be clearly accessory to a production operation. Conversion to a non-agricultural use can
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only be done with the addition of equal size and quality land to the production zone. The county
also hasarural residential zone that allows one dwelling unit per ten acres. (See Appendix VI for
excerpts from the King County Comprehensive Plan.)

Urban Growth Boundariesin Kentucky’s Bluegrass Country

L exington-Fayette County Kentucky long ago understood the importance of the agricultural
industry to their local economy and of the resulting landscape to the essential character of the
community. In 1958 they took steps to mitigate the post WWII growth explosion by enacting an
Urban Service Area boundary to absorb the residential and commercial development and in the
early 1960’ s placed a zoning district on its agricultural arearestricting residential development to
one dwelling unit per ten acres (1:10). Lexington was, at times in the ensuing decades, one of the
fastest growing communities in the country. Nevertheless it was able to maintain its sharply
defined urban boundaries, tree-lined rural roads, world-renowned horse farms and historic rural
settlements. In the early 1990's, however, the ten acre requirement for aresidential unit in the
agricultural zone was no longer a deterrent to widespread subdivision activity and the large lot
requirement was using up farmland at an alarming rate. In 1998, the joint city/county
government, with broad support, including from the agricultural community, placed atemporary
moratorium on devel opment outside the urban service area and completed a comprehensive plan
update. As aresult the agricultural districts were rezoned to aresidential density of one dwelling
unit per forty acres (1:40) on condition that alocal purchase of development rights (PDR)
program be enacted and funded. The PDR program was designed to buy development rights
(easements) at the old zoning density of 1:10 creating an opportunity for landowners to be
compensated for the downzoning. In 2000, the city/county sold bonds and raised $40 million to
launch its PDR program.

PDR Funding Innovation in Howard County, Maryland

Faced with rapid suburbanization in the late 1980’ s, Howard County (located between Baltimore
and Washington, D.C.) pioneered away to fund easement purchases, up-front, while the land
was till available, and in away that used tax benefits to make the county’ s easement purchase
offers competitive with developers’ offers. The concept was inspired by the oft-repeated
complaint of farmersthat ‘it’s not what you get (for PDR), it’swhat you get to keep”. Instead of
paying with cash, the county offered an installment purchase agreement (IPA), whichisa
promise to pay in thirty years. By holding the IPA the landowner deferred capital gains and
collected an annual stream of tax-free interest on the full value of the easement purchase
transaction. The easement is permanent and runs with the land but the IPA is separable from the
land and can be securitized and sold on the bond market if needed for cash. The county
purchased 30-year federal zero-coupon bonds to fund the balloon payments on the agreements at
the end of their terms. A zero-coupon bond requires a small downpayment relative to the face
value of the bond and produces no annual interest; instead, the bond pays alump sum when it
matures. In the meantime, the county uses a portion of the local real estate transfer tax that is
dedicated by law to farmland preservation to pay the interest to the holders of the IPAs. When
introduced, this funding/payment mechanism invigorated the local PDR program allowing them
to double in easement acreage what it had taken ten years previously to accomplish. They were
able to spend about $9 million dollars to permanently protect $57 million worth of easements.
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While begun in Howard County, use of installment purchase agreements with zero-coupon bond
financing has been replicated in Harford County, Maryland, Virginia Beach, Virginia, Burlington
County, New Jersey, Peninsula Township, Michigan and is currently being introduced into
Pennsylvania's state PDR Program. An interesting side note is that Howard County and others
using IPAs received bond rating upgrade and farmland preservation and growth management
were specifically cited among the reasons given by the bond-rating houses. To outside investors,
buying and extinguishing development rights is a technique for avoiding future, much greater,
infrastructure costs. (See Appendix V11 for acomplete explanation.)

Cooper ative Planning for Farmland Retention in Lancaster County, Pennsylvania

Proving that lack of uniform county zoning authority do not need to be an impediment to
fostering production agriculture and protecting farmland, Lancaster County, Pennsylvania has
managed to employ just about all of the major farmland protection tools. These include
differential tax assessment, comprehensive planning, agricultural districts, right-to-farm laws,
agricultura zoning (1:25), urban growth boundaries, purchase and transfer of development rights
and private land trusts. All of this occursin agovernment structure consisting of only advisory
county planning land use controls in the hands of forty-one townships, nineteen boroughs and the
City of Lancaster. In spite of all the jurisdictions, the county has managed an organized and
multi-faceted approach to protecting its farmland. The key seemsto be the presence of a strong
and prospering agricultural industry and widespread commitment to protecting its land base
throughout the county. (See Appendix V111 for afull description of Lancaster County’s
combination of tools.)
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Pur chase of Development Rights (PDR) in Genesee County

Local PDR programs can prevent development that would effectively eliminate the future
possibility of farming in an area. Selling an easement allows farmersto cash in a percentage of
the equity in their land, thus creating a financially competitive alternative to development.
Producers often use PDR program funds to buy and/or improve land, buildings and equipment,
retire debt and increase the viability of their operations. The reinvestment of PDR funds in
equipment, livestock, and other farm inputs also may stimulate local agricultural economies.

BENEFITS OF PDR

PDR protects farmland permanently, while keeping it in private ownership.
Participation in PDR programs is voluntary.

PDR alows farmersto capitalize on undevel oped assets-their land.

PDR can be implemented by state or local governments, or by private organizations.
PDR provides farmers with a financially competitive alternative to devel opment.
PDR programs can protect ecological aswell as agricultural resources.

PDR removes the non-agricultural value of land, which helps keep it affordable to
farmers.

Oo0o00D0 oo

DISADVANTAGES OF PDR

o PDRisexpensive.

o PDR programs generally are oversubscribed. In New Y ork, funding for PDR has been
limited, with demand far exceeding available funds.

o Purchasing easements is time-consuming. Participants in the state program generally
must wait at least ayear before all details regarding their easements are finalized.

o Monitoring and enforcing easements requires an ongoing investment of time and
resources.

PDR PROGRAM ISSUES

The effectiveness of PDR programs depends on how well municipalities address several key
issues. There are many factors that a municipality or organization needs to consider before
participating in the New Y ork State Agricultural and Farmland Protection Program or before
designing their own local PDR program. These include deciding what kind of farmland to
protect, which geographical areas to focus on and how to set priorities; what restrictions to put
on the use of the land; how much to pay for easements; how to raise purchase funds; how to
administer PDR programs; and how to monitor and enforce easements.

SETTING PRIORITIES
Setting priorities for a PDR program is an exercise in achieving balance. Since the programis

voluntary, it needs to be attractive to the farmers who own the county’ s prime agricultural
resources. Flexible easement conditions and reasonable prices to facilitate participation by
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farmland owners are as important as raising the public funds to buy the easements. The process
of setting priorities assumes funding and participation. It takes a number of forms.

With the development of GIS (Geographic Information Systems), strategic farmland mapping is
arelatively new expression of ajurisdiction’s priorities. It isavery effective way to graphically
depict what is the most important and the most vulnerable land so that purchases with limited
funds can be strategic. This sort of mapping is also an indispensable tool for education of the
public and local officials about the connection between the agricultural resources and public
infrastructure decisions. (See Genesee County Strategic Farmland MAP)

Eligibility criteria are minimum requirements for participation. Sometimes they are reflections of
purpose clauses or other legal requirements in state PDR enabling legislation or local ordinances.
They often include categories such as location, developability, parcel or farm size, soil quality,
and stewardship provisions. These criteria are the first round of a selection process because they
decide who can apply to sell easements.

Once applications are received, aranking formulais used to decide the order in which offers will
be made until the funds allocated to that ‘batch’ of propertiesis spent. It is a means of stating
preferences among eligible applicants. Because the goal of the program is the long-term
protection of the land base, rankings formulas typically are heavily weighted for soil quality and
size characteristics and for adjacency to other farmed and/or protected land. However, they often
contain categories of points measuring economic productivity, capital investment, ease of
development/threat, and degree of public policy support (i.e. agricultural protection zoning)
context for the purchase. (See Appendix | for PDR — Eligibility Criteria and Ranking Formula.)

AGRICULTURAL CONSERVATION EASEMENTS

The purchase of development rights to a piece of farmland places a deed restriction—known as a
conservation easement or devel opment rights agreement—on the property, protecting the land for
agriculture. For thisreason, PDR programs are also known as Purchase of Agricultural
Conservation Easement (PACE) programs. Most conservation easements are permanent. The
farmland owner retains al other rights of ownership and can continue to farm the land as he or
she did before. The land remains private and on the tax rolls. The value of an easement is
determined by an appraisal(s) that evaluates the property’ s protected value versus its unprotected
value.

Agricultural conservation easements are written documents signed and acknowledged by all
partiesinvolved. They are filed with the county clerk’s office so that future owners and lenders
will learn about the restrictions through atitle report. Depending on the circumstances of the
transaction, the easement may need to meet the requirements of the New Y ork Environmental
Conservation Law and the federal tax code.

Because agriculture is always evolving, agricultural conservation easements must be flexible and
tailored to meet its ever-changing conditions. Generally, they:
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o Limit future uses of the land that degrade the agricultural value or productivity of the land
Extinguish virtually al non-farm development rights (i.e., the right to build residential or
non-agricultural structures)

Encourage the business of farming

Permit the construction of new farm buildings and farm employee housing

Complement the right-to-farm provisionsin the Agricultural Districts Law

Do not require public access

Leave the landowner in full ownership of the farm

O

0000 Do

DETERMINING EASEMENT VALUE

In general, the value of an easement is the fair market value of the property minusits restricted
value, as determined by a qualified appraiser. For example, if the market value of an unprotected
parcel of farmland is $200,000, but worth only $100,000 if protected with an agricultural
conservation easement, then the farmer is paid the difference of $100,000 for selling the
development rights.

Landowners may choose to donate some or all of the value of their development rights as away
to permanently protect their farmland and potentially reduce income and estate taxes.

PROGRAM COSTS

Since the state PDR program requires applicants to contribute a local match, county and
municipal funds are also necessary for the implementation of PDR projects. The state program
will fund up to 75% of the cost of a purchased easement. The remaining 25% must be matched
by local jurisdictions. The following section outlines several ways local communities can
finance their PDR programs.

Bonds - In the past decade, many New Y ork communities have recognized that farmland
conservation is along-term investment. Several of these communities have issued municipal
bonds to pay for the purchase of development rights on farmland. Suffolk County on Long Island
was the first. In 1976 they authorized a $21 million bond program to pay for the devel opment
rights to thousands of acres of farmland. Since then, several towns on the eastern end of Long
Island also have instituted bond programs of their own. In the 1990s, the western New Y ork
town of Pittsford authorized two consecutive $5 million bonds to fund its farmland protection
program.

General Revenues - Other communities have set aside annual appropriations to pay for farmland
protection projects by using current revenues. The town of Amherst has alocated funding for its
projects in this manner, and so has the town of Ithaca.

Real Estate Transfer Taxes - In 1998, the state L egislature and Governor Pataki approved alaw
that allowed five towns in the Peconic Bay region of Long Island to establish individual
community preservation funds. The proposed funding mechanism would create a 2 percent real
estate transfer tax to apply to most high-end property sales. The tax, paid by the purchaser, is
based on property value above a designated threshold.
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In 1998, the proposed real estate transfer tax was approved by voter referendum in all five towns
as away to raise money for the protection of farmland and other resources. The money raised in
each town through tax revenues will be used to purchase development rights on farmland, as well
as protect other environmentally sensitive or historic properties. New Y ork state approval will be
required before local communities can increase the real estate transfer tax.

Land Installment Purchase Obligations -1n 1996, New Y ork authorized municipalitiesto issue a
new funding mechanism called land installment purchase obligations. The legislation was
designed to make it less expensive for municipalities to acquire development rights to farmland
and other open spaces. This new debt instrument, under the state local finance law, can give
important tax advantages to the seller of development rights, including the benefits of installment
payments and tax-free interest.

The land installment purchase obligation is considered municipal debt and will be backed by the
issuing municipality. Subsequently, the bond owner has the right to insist on payment from the
municipality, even if property taxes must be raised to do so. This new financing mechanism has
yet to be implemented, as several technical issues must be resolved before communities can
explore this funding option.

Public/Private Partnerships - Many municipalities have successfully used partnerships with
private organizations to facilitate their PDR programs. In some areas, local land trusts, once
formed primarily by conservationists concerned about vanishing habitat and open space, have
formed to tackle the challenges of preserving farmland. A private land trust can contribute
greatly to the overall bottom line of a project, and land trusts often have the avail able staff or
needed experience that municipalities may lack.

For example, aland trust may play a key rolein assembling PDR applications, holding,
monitoring and enforcing easements, managing the PDR program, or providing a portion of the
local match asin-kind credit or in cash. In addition, land trust involvement may increase the
incentive for farmer participation, since landowners who donate an easement or a portion of their
property to anonprofit land trust may receive afederal tax deduction, thus offsetting some of
their capital gainstax liability.

STEWARDSHIP AND MONITORING

Landowners can donate or sell agricultural conservation easements to the state, a municipality or
aqualified nonprofit conservation organization. The agency or organization that acquires the
restriction does not obtain the right to build on or develop the land, but only the right and
responsibility to prevent non-farm devel opment.

Though the New Y ork State Agricultural and Farmland Protection Program provides funding to
purchase development rights to farmland, New Y ork State Department of Agriculture & Markets
does not hold easements. The holder of an easement is obligated to monitor the land involved
and uphold and enforce the terms of the agreement.
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Known as stewardship, the process of holding and maintaining easements is an important
consideration to any PDR program or project. Good stewardship will help ensure the perpetual
nature of the easement. The municipality or organization holding the easement should set up a
system for administering, monitoring and enforcing the easement terms. That involves creating
baseline documentation, maintaining a good working relationship with the landowner,
monitoring the property, and, if needed, addressing violations. In recognition of this permanent
obligation and responsibility, project costsin the New Y ork State Agricultural and Farmland
Protection Program can include funding for stewardship expenses as part of theinitial transaction
for which state assistance payments are sought.

Portions of the PDR section were excer pted from the American Farmland Trust publication
entitled “ Action Guide: Agricultural and Farmland Protection for New York™ 1999. Please see
original publication for greater detail.
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INTERVIEW RESULTS

WHAT ISTHE COMMUNITY THINKING?

More than sixty-four members of the agricultural community were interviewed to poll the extent
of knowledge of current farmland protection tools as well as to gather opinions about their
effectiveness and measure the degree of openness to new or modified approaches to keeping the
land base available to the industry. The range of topics covered taxes, zoning, purchase of
development rights, agricultural districts, transfer of development rights and how to prioritize
farms for protection.

A number of themes run through the majority of the interview answers with regard to land use
and farmland protection. Almost universally mentioned was the need for better public education
about the importance of agriculture to the community and about the practical aspects of farming
that often resultsin conflicts between production agriculture and its residential neighbors.
Worries about land fragmentation and beginnings of residential growth pressuresin the
agricultural districts were on most peoples minds. Large-scale threat of farmland conversion
seemed to be on the horizon but land base fragmentation was already seen as a problem for
operation expansion. For many that translated into the need for better comprehensive planning by
the towns, training of town officials in implementation of growth management tools, and
controlling access to water and sewer lines.

There was a general familiarity with tools such ag districts, purchase of development rights
(PDR), zoning, transfer of development rights (TDR), right-to-farm laws, and estate planning.
Agricultural districts were considered afairly weak method of protecting the land base and right-
to-farm laws were felt to have little effect on actual land conversion to non-agricultural use. Most
of the interviewees indicated that they had transition plans for passing on their farms. Opinions
about agricultural zoning seemed related to the size of the operation. Owners of the largest farms
tended to be the most receptive to agricultural protective zoning (i.e. low residential density
combined with greater flexibility for agricultural uses), mid-sized farms less so, and small farm
owners were often opposed to residential restrictions.

The idea of a purchase of development rights program generally got a positive response,
especialy if it was tied to better town planning and to targeting the highest quality resources.
When asked what makes a farm atop priority for protection many people pointed out that it is as
much the skill of the operator as the prime soils that increases afarm’s chances of remaining a
viable operation. The ability to step in and protect afarm at the critical point when it is changing
hands was aso viewed as a heeded tool in the coming years. Connecting some form of additional
tax relief with mid-term (15-20 years) farmland protection measures got the nod from most
interviewees.
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ANALYSISAND RECOMMENDATIONS

Current Conditions

When it comes to planning for the protection of its agricultural land base, Genesee County has
several strengths not always present when a community putsit’s mind to this complex task.
Namely, Genesee County contains a combination of excellent soils and climate conditions, along
with strong economic indicators for industry viability. Agriculture remains a major economic
force in the county and is home to some very large operations as well as many smaller ones. At
the same time, suburban development (along with its inevitable fragmentation and land use
conflicts) is only beginning to occur. It isamoment in time when the potential threat to a critical
mass of farmland is present but is not yet overwhelming. That means that there is time for
Genesee County and its towns to better prepare themselves for the next ten to fifteen years —
perhaps ‘to change in order to stay the same’.

Reasons for developing and implementing a Agriculture and Farmland Protection Plan include
focussing attention on the resources in need of protection, devising a strategy to protect those
area, and in doing so, paving the way for the County’s participation in the state’ s Purchase of
Development Rights (PDR) Program. The purchase of development rights on large blocks of
contiguous farmland to keep the land available for agriculture well into the future is avery
important tool. It will require afinancial commitment from both the County and the State of New
York. If it is an adequate and sustained effort, however, the local jurisdictions will reap the most
benefits in avoided infrastructure costs, fiscal stability and quality of life for its residents.

However, Genesee County also faces several significant challenges as it embarks on this effort.
Thefirst isthat there appears to be little money available to provide the required matching local
contribution to state PDR. And no single potential revenue source is obvious. The second isthe
poor zoning support in the agriculture districts for the long-term investment of PDR. Zoning that
allowsfor relatively high residential densities (higher than 1:20) has the effect of eventually
undermining the farm-friendly agricultural uses due to pressure over time from new suburban
neighbors and it destabilizes the land surrounding those in which the community has invested in
the long-term protection with PDR. The agricultural industry in Genesee County, asawhole, is
vulnerable to ‘ death by athousand cuts because of a combination of factors:

1. Zoning that is‘weak’ becauseit contains the potential for widespread residential
development where agricultural production was intended.

2. Thephysical necessity for the water infrastructure to be run through agricultural areas
tests the resolve of municipalities to limit lateral connections that would doom protection
efforts.

3. Thecircumstance of multiple governmental entities (villages, towns and county) with
land use decision-making or review authority makes the job of developing and
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implementing a unified vision for agriculture and farmland protection a daunting but not
impossible task.

A number of other conditions exist currently that were considered in devel opment of
implementation recommendations.

o Thetax burden on owners of farmland, even with the preferential tax assessment, is still
high relative to farmers outside of New Y ork in the region. The higher carrying costs of
the land factor into Genesee County, and perhaps all New Y ork, farmers' ability to be
competitive.

o Themost widely used farmland protection tools being used in the state and the in
Genesee County - agricultural districts and agricultural assessment — are not directly
connected. In other words, a property can be in an agricultural district without having an
agricultural assessment and vice versa. And neither requires acommitment by the
landowner to maintain agricultural use for any amount of time. Opting out of an
agricultura district is relatively easy and penalties for conversion to non-agricultural use
are minimal, thereby potentially encouraging land speculation.

o Asdemonstrated by the Cost of Community Services study in the Town of Byron,
farmland pays morein local property tax (even with preferential assessments) than it
receives in services. This makes farmland a ‘ net tax positive’ for towns and the county.

o Thedown side of the presence of many large farm operations that own and rent
thousands of acresin Genesee County is the impact of a single bankruptcy and sale for
development would on atown or group of towns. Unless that land can be absorbed by
other farming operations, it presents a big problem, quickly, if that scale of development
is not what the town wanted or had planned for.

RECOMMENDATIONS

The following recommendations are tailored to Genesee County’ s current situation. These ten
recommendations are also informed by the experiences of other parts of the country where
development threats hit sooner and faster. Genesee County is at a critical juncture. Even without
enormous financial resources, it has the ability to set things in motion to be smart about
absorbing future growth without sacrificing its essential agricultural identity. Farmland
protection is not a destination. At its best, it is a series of coordinated steps that will need to be
reassessed and adjusted as conditions change and opportunities present themselves. These are
the beginning steps of a process that will grow over time. The responsibility to carry out the
Farmland Protection Plan’ s recommendations lies with the Agriculture and Farmland
Protection Board as advocates for action, and Genesee County Planning Department for
planning and zoning expertise.
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1 Refine the Strategic Farmland Map and incorporate it into the Smart
Growth Plan.

The Strategic Farmland Map combines the basic elements for identifying the land most strategic
for protection: prime soils, areas not intended for municipal services, and areas feeling the most
development pressure. The Agriculture and Farmland Protection Board needs to consider
whether there are other factors entering into their own definition of strategic farmland and refine
and update the map on aregular basis. The Map itself should become a companion to the Smart
Growth Plan and be used with it to inform town decision-making on land use and infrastructure
issues. Astools are developed for protecting farmland in the county, this Map should guide the
application of thosetools. If carefully refined with enough community input, the Map may
eventually become part of the ranking system for buying conservation easements in a purchase of
development rights Program.

Any implementation measures taken by the Agriculture and Farmland Protection Plan should be
viewed as implementation of the County’s Smart Growth Plan as well. Conceptually, they
dovetail and, in practice, they should be mutually supportive.

2 Reaffirm theimportance of the existing agricultural districts especially
with regard to water and sewer extensions.

Provision of water and sewer service into agricultural districts should be limited to resolving
existing health problems. Accessto lateral water lines running between communities should be
an extremely rare occurrence. The decisions of one or several townsto allow lateral access
without extenuating circumstances could create a precedent that endangers agricultural district
integrity as well as other farmland protection measures throughout the county. Towns also need
to consider land use conflicts when allowing non-agricultural usesin or near agricultural
districts. The incremental effect will weaken the agricultural district’s ability to be renewed even
if that isthe landowners’ desire. Nevertheless, towns may realize that, without agricultural
protective zoning, they lack the legal ability to limit non-agricultural uses should they be
challenged.

3 Conduct an ‘audit’ of each town’s zoning and subdivision provisions
and recent past development patternsto help thetowns understand the
potential impact on maintaining a critical mass of farmland.

Each town should be systematically examined for elements of its land use regulations that make
it particularly vulnerable to both incremental weakening of its agricultural districts by low-
density residential development and/or to amajor planned development should a very large land
holding be sold for development. Regulations that have worked well enough for current
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landowners with modest pressures to develop may, in fact, present avery different scenario with
outside, increased pressures. Some technical planning assistance, perhaps with some simple map
modeling, could help to illustrate the problem.

Sheer number of acres converted from farm to non-agricultural uses can be a deceptive indicator
of the threat to the land base. The actual geographic distribution of low-density residential
developments, for example, is often more critical than the number of acres removed from
production. Because of the incompatibility between production agriculture and suburban
development (odors, noise, dust, chemicals, vandalism, and trespassing), each residential
subdivision has a‘zone of conflict’ that extendsitsimpact in al directions beyond physical
property boundaries.

Once the audits are conducted the County Planning Department with the Agriculture and
Farmland Protection Board should host a summit of all the town officials to present the results
and to discuss alternatives. Among those, consider the following two recommendations.

4 Consider the designation of an ‘agricultural production zone'.

It is not uncommon for zoning ordinances around the country to contain a‘ purpose’ clausein its
agricultural zone that permits agriculture or even intends to support and foster agriculture and
then, through the details that follow, allows development at a density and/or aform that dooms
agricultural production.

Zoning, in fact, had its originsin the early decades of this century as a means to geographically
separate incompatible land uses — industrial factories and residential housing. Thereisan
interesting parallel today with modern production agriculture and suburban households. Zoning
can be an expression of what a community really wants to see the land used for. Isit the land
base for a significant economic engine for the county or isit a holding zone just waiting to be
used for residential development?

The concentration of large, highly productive farms in Genesee County as well as smaller farms
clustered together in various parts may lend themselves to designation of a zone to protect the
land’s * highest and best use’ — production agriculture. This could be azone that is very flexible
on agriculturally related zoning uses but highly restrictive to non-agricultural uses— thereby,
preventing future land use conflicts. This could be accompanied by a second rural zone that
functions both as an agriculturally permissive zone but also fills the need for some limited rural
residential development.

5 Consider use of incentive zoning as a mitigation tool.

Section 251-b of the New Y ork Town Law code allows for incentive zoning to be used by towns.
It is defined as ‘ the system by which specific incentives or bonuses are granted... on condition
that specific physical, social, or cultural benefits would inure to the community.” Included in the
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definition of ‘incentives or bonuses' isincreased ‘ population density’. Community benefits
means, among other things cited in the law, ‘ specific physical, socia or cultural benefits' or
cash, in lieu thereof. Thisisalegal opportunity that is not widely availablein all parts of the
country. While the mechanics of transfer of development rights (TDR) may be too daunting right
now for Genesee County, the use of incentive zoning could be used for purposes of farmland
protection.

Consider the fact that municipalities everywhere periodically ‘upzone' parcelsto higher densities
or to different uses as they feel the community needs them. Rarely is anything required of the
landowner or developer who has just benefited from awindfall of increased value to their
property. Land within the development areas surrounding each of the towns and villages that has
not yet been upzoned to its highest appropriate use could be covered by an overlay of incentive
zoning. Rezoning requests to higher densities could be granted (if appropriate given other
conditions community) in exchange for 1) the permanent protection of like acreage in an
agricultura district in the same town, or 2) for afee paid into the farmland protection fund to be
used to leverage county and/or state dollars to buy devel opment right easements on farmland in
the same town. In this way, the entire community shares the benefits of the increased values
created by the rezoning.

6 Develop new funding sour ces specifically for a farmland protection
fund.

A single source of funding for aPDR program for farmland protection in Genesee County is not
immediately apparent. However, the County’ s situation is not unique. Other rural jurisdictions
have found some creative ways to go about accomplishing their goals. Six things to consider
when looking for funding:

o Protect your investment. How well do your land use regulations support the money
you plan to raise and spend?

o Look to the future and put into place ways to tap the future engine of growth. Direct
proceeds by law to afarmland protection fund. Working now to get enabling
legislation from the state and then enacting areal estate transfer tax will not reap
enormous rewards in the short term but by thetimeit can, it’susually too late,
politically, to enact such atax.

o Look close to home for other opportunities such as the fee-in-lieu-of incentive zoning
(see recommendation #5) to leverage atown’s power to create value.

o When farmland protection is viewed as ‘ avoidance of future infrastructure costs for

the towns and counties, raising money with bond issues to fund purchase of
development rights makes fiscal sense.
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o Don't underestimate the potential willingness of the non-farm public to pay morein
taxesif they know it is going directly to farmland protection. Surveys and referenda
around the country have shown a surprisingly positive reaction to property tax
increases if they are dedicated to farmland protection.

o Think about building a reserve fund with multiple contributing sources until a) there
are sufficient funds and b) a dedicated revenue source has been established to begin
buying devel opment rights.

7 Create a county ‘Enhanced Agricultural District Program’ for mid-
term protection of Farmland.

Incorporating elements of tax relief for farmersand a‘lease’ of development rights, the
‘Enhanced Agricultural District Program’ involves a voluntary commitment to restrict non-farm
development for a period of 10 years, with automatic re-enrollment, in exchange for annual
payments and priority in Genesee County’ s participation in the state's PDR program. The
overriding purpose of the * Enhanced Agricultural District Program’ isto help stabilize the land
base while zoning is being strengthened, the County israising funds for its match of PDR
purchases, and the State increases it’ s statewide funding for PDR. Since the holding costs of land
are often cited by farmland owners in Genesee as a significant operational expense, this program
would eliminate County, Town, and School District taxes. Special district taxes would apply as
provided for in the standard NY S Agricultural Districts Program. Finaly, the * Enhanced
Agricultural District Program’ begins to integrate into a cohesive farmland protection effort a
number of aspects of public policy that are designed to help agriculture but are currently applied
in an uncoordinated way. These include agricultural districts with their right-to-farm protections,
agricultural assessment, and investment of public dollars in the purchase of development rights.

Eligibility. The following conditions would need to be met for a parcel to become a‘Farmland
Protection District’:
o Located within the boundary of a New Y ork State Department of Agriculture and
Markets Certified Agricultural District.
Participating in an Agricultural District.
Outside of a Smart Growth Development Area.
Be at least 10 acres.
Contain at least 35% New York State ‘ Prime Soils'.
Be devel opabl e (has some development rights based on regulations and soil capability
and not covered by another restrictive easement).
o Meet any other state eligibility criteria.

0000 D

Components

o Thefarmland owner would enter into a 10-year option contract with the county agreeing
not to develop the land to a non-farm use and to keep the land available for farming.
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o Thefarmer would receive property tax abatement (County, Town, & School District) on
all agricultural lands, but not farm related, commercial, or residential structures.

o At theend of the contract term, the parcel will be automatically re-enrolled unless
directed otherwise by the landowner.

o During the term of the option contract, the landowner is encouraged to apply to the state
PDR program. Conversely, in order to apply to the state PDR program, a property must
be enrolled in the * Enhanced Agricultural District Program’.

o |If an easement offer from the state is received, and the landowner agrees to sell, the
landowner must discount the sale price equal to the total County payments thus far, not to
exceed 25% of the easement value. (The County is required to match 25% of the
easement cost for the state PDR Program. The landowner contribution serves as a portion
of the county match.

o If, a any time during the term, alandowner chooses to opt out of the * Enhanced
Agricultural District Program’, the following options apply:

o Entire sum paid by the County must be repaid with interest (15%+). Whatever funds
are collected in this fashion are then put back into the Farmland Protection Fund.

o County hasright of first refusal on purchase of the land during the term of the option
contract, if it isfor sale. The County would then place a conservation easement on the
property and resell it for it's agricultural valueto be farmed. Whatever funds are
collected in this fashion are then put back into the Farmland Protection Fund.

The *Enhanced Agricultural District Program’ will require the cooperation of all taxing
jurisdictions within the County. Aswell, the State of New Y ork will also be called upon to
financially support this program. As envisioned above, participation in this concept would be
permissive for the local jurisdictions which would be asked to waive 25% of the tax abatement to
the landowner while the State of New Y ork would be asked to compensate the local jurisdiction
for the remaining 75% of the tax abatement. An analysis of the ' Enhanced Agricultural District
Program’, conducted by the Genesee County Assessor’ s Office, indicates that 40,912 acres
would qualify at an expected annual cost of $897,000. Thus, it is expected that the net, annual
benefit to farmland owners will be $21 per acre.

8 Prepar e to Purchase Development Rights.

Genesee County aready has the prime ingredients that should be the target of any statewide
effort to protect New Y ork’s agricultural land base. In the coming years it needs to make a case
for spending state dollars with goals, detailed criteria, afair, efficient administrative processin
place, willing landowners, supportive land use policies, and matching county funds. Of the issues
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to address when devel oping a purchase of development rights program or deciding to participate
in the state program, the four most important right now for Genesee County are:

How much farmland to protect with PDR? When deciding upon an acreage goal, keep in mind
that PDR is not the only tool available for stabilizing the land base and it is doubtful there will
ever be enough money to buy all the development rightsin the farmed areas of the county. Nor is
it reasonabl e to expect that all farmland owners are willing to sell their devel opment rights. The
purpose is to permanently protect sufficiently large blocks of the County’s best farmland so that
afutureis secured for the agricultural industry. Then other unprotected but still viable farms can
make decisions based on that.

What farmland to protect? This question is answered with the strategic mapping process, the
eligibility criteriaand the ranking formula. Use the criteria and ranking formulain Appendix | as
astarting point. Test it on different quality farmsin several locations for * common sense’ results
and make adjustments as needed.

How much to pay for easements? Conduct a number of appraisals on farms that rank high on the
formulayou are using. Work with appraisers to determine the means of finding both the
development value and the agricultural value of typical farmsin order to find anticipated
easement values. Thisisthen used to estimate the amount of funding you will need to achieve
your goal.

How to raise purchase funds? The calculations of the cost to protect your acreage goal will
probably be daunting. It will underscore the need to begin now to find local dedicated and
sufficient funding sources to sustain along-term effort. It will also clarify the County’ s interest
in advocating for increased PDR funding at the state level. An estimate of the avoided
infrastructure and education costs on that acreage goal, as well asitsimpact on surrounding land,
should help put the costs in perspective for the community.

9 Integrate a farmland protection component into the County’s public
education effortsabout agriculture.

Just as farmland protection shouldn’t be talked about without discussing industry viability, so
too, farmland protection needs to be an integral part of the conversation about the business of
agriculture. Public education tools need to be developed to reach different audiences.

Residentia citizens need to understand the fiscal benefits of agricultural land use as well as their
own potential contribution to land use conflicts. Town official also need education and re-
education as players change about the fiscal benefits and about the consequences of their
decisions upon the fabric of the industry. The Cost of Community Services study for the Town of
Byron, which is part of the Agriculture and Farmland Protection Plan, can be avaluable tool for
explaining in relatively simple terms, the relationship between land uses (residential,
commercial/industrial and agriculture) and public revenues and costs.

38

Agriculture and Community Development Services, Inc.



Agriculture and Farmland Protection Plan

Farmers need to become acquainted with planning and zoning tools, the ‘ Farmland Security
Digtrict’ if it is developed, and about the PDR process and conservation easements.

10 Conduct periodic estate planning seminarsfor farmersand
professionals.

Estate planning for farmersis an extremely important farmland protection tool. Training
seminars need to be conducted with the land owners that incorporates information on
conservation easements as well asthe New Y ork Farm Link and the New Y ork Farm Net
Programs. Local professional — lawyers, accountants, surveyors— also need to be kept apprised
of these additional opportunities available for farmers when advising their clients. (See Appendix
Il for Tax and Estate Planning Implications of PDR for Farmers.)

11 Advocate for implementation of the Agriculture Development Plan.

Without a strong agricultural industry with skills and resources to adjust to changing markets and
conditions, any effort to maintain the working landscape will be extremely difficult. Both
components of this Agriculture and Farmland Preservation Plan need to be pursued rigorously
and in a coordinated fashion.
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GENESEE COUNTY, NEW YORK
Purchase of Development Rights Program

DRAFT
ELIGIBILITY CRITERIA
LOCATION: Must be outside of any Smart Growth-designated ‘ Development Area’.

DEVELOPABILITY: Must be able to be developed by virtue of zoning and soils suitability
for septic tanks. Land must not be encumbered with another restrictive easement.

SIZE: Parcels being offered as a single easement or in combination with others must total at
least 100 contiguous acres.

SOILS: Land must contain 50% Class |, 11, and I11 soils or soils classified as‘Unique’ by
Natural Resource Conservation Service.

STEWARDSHIP: Land must have afully implemented Soil Conservation and Water Quality
Plan and Nutrient Management Plan (as appropriate).

RANKING FORMULA
(Tota Points Possible = 110)

Characteristics of Farm (maximum points = 50)

1. Soil quality points

75t% Class | & Il soils 30 points
50-75% Class| & Il soils 20 points

LE Soil Produc?irvity Index 2= (up to 30 points)

2. Size (Contiguous parcelsin single application) points
>/= 400 acres 30 points
200-399 acres 20 points
100-199 acres 10 points

3. Economic productivity points
Farm yields $45,000/year or more in gross receipts 10 points

4. Capital Investment points
Specialized use, intensive investment 10 points

Above average investment 5 points



L ocation Factor s (maximum points = 40)

5. Zoning points

Farm in agricultural zone with residentia density of
one dwelling unit per twenty five acres (1:25) or lower 30 points

6. Road frontage _________points
Total feet of public road frontage (up to 2500 feet) /100

7. Adjacency to protected land points
Within %2 miles of permanently protected land 10 points

8. Adjacency to development area boundary, water or sewer
line or service area, or to an inter state highway points

Immediately adjacent 20 points
Separated by one property 10 points

Discretionary Points (maximum points = 10) points

Up to 10 points may be give to properties at the discretion of the Board to recognize qualities of
the particular farm or its circumstances that are difficult to quantify. The Board will need to state
its rationale for awarding such points. Examples include:

Specialty or unique farming operation

Imminent sale or generational transfer of farm
Historic structures present
Multi-generation/owner-operated farm

Key location relative to other applicant properties
Adjacency to critical environmental areas
Exceptional scenic value

TOTAL RANKING POINTS
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PURCHASE OF DEVELOPMENT RIGHTS

TAX AND ESTATE PLANNING IMPLICATIONS FOR FARMERS

The sale of development rights is a major decision for any farm family and should never be
undertaken without careful consideration. In the process, four major planning issues should be
considered: business viability, land planning, financial or tax issues and estate planning. The
following section briefly highlights tax issues and estate planning.

Income (Capital Gains)

Proceeds from the sale of development rights are considered a long-term capital gain if the
property has been held over 12 months and the proceeds exceed the cost basis of the property. In
most cases, properties will have a low basis and some capital gains taxes will be owed. However,
the IRS permits the taxpayer to allocate the entire basis towards the easement or development
rights sale, which often will reduce the amount of taxable gain. Bear in mind that such an
allocation will effectively reduce the basis in the property to zero.

Bargain Sale

In some cases, the farmland owner may decide to sell the development rights for less than its fair
market value in order to supply the required local match. The IRS requirements in such a
situation are a conservation easement that complies with Section 170(h) of the Internal Revenue
Code and a “qualified appraisal” that meets IRS standards. The seller can then take a tax
deduction for the amount of the “bargain” or gift. Other limits apply to allowable income tax
deductions. Farmland owners should obtain their own tax and legal advice before proceeding.

Estate Planning

Sales of development rights or conservation easements also create estate-planning opportunities.
They reduce the value of farmland for estate valuation purposes, and thus will reduce potential
estate tax on the restricted farmland if IRS requirements are met. (The requirements for an estate
tax deduction are similar, but not identical to those required for an income tax deduction.) Here
too, farmland owners should consult with tax and legal advisers before taking action.

Proceeds from the sale of development rights have been used to purchase or trade for additional

land, invest in the farm business, help fueilitate the sale of the land to another farmer, establish a
retirement fund, purchase life insurance or create an inheritance for non-farming children as part
of a farm transfer and estate plan.

This is from the American FFarmland Trust publication entitled “Action Guide: Agricidtural and
Farmland Protection for New York” 1999. Please see original publication for greater detail.
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Farm Viability Enhancement Program

APPLICATION
PLEASE TYPE OR PRINT IN BALLPOINT PEN Date:
1. Municipality: FOR OFFICE USE ONLY
County: Date Received:
2. Applicant(s) Rec'd. By:
Name:
Address:
Home Phone: Other Phone:

3. Property Identification:

a. Location if different from above:

Address:

Phone:

Name of person in residences

b. Owner of Record if different from above:

Name:

Address:

Phone:

c. Farm Name, Corporate or Business Name, if any. Explain.

4. Describe fully the agriculture carried out on the farm. Give acreage or quantities of the various crops
grown, the number and kinds of livestock, forest products, specialty crops, greenhouse, etc.

USGS topo map. Continued on other side.




5. Describe the land in the entire farm under this ownership and indicate total acreage and that to be
included in the program. include a map of the property on a United States Geological Survey (USGS)
topographical map showing (a) the land area to be covered by the viability plan; and (b) the land to be
covered by a possible agricultural use covenant if different than the land covered by the plan. Also include
a USDA Natural Resources and Conservation Service map and farm plan, or its equivalent, showing the
breakdown of various soit types and acreage possessing soil capability Classes | through V.

LAND TYPE OR USAGE

Total Acreage

Acreage to be included
in the program

A. Tillable Cropland

B. Non-Tillable Cropland

C. Nursery - Orchard

D. Pasture

E. Managed Woodland

F. Non-Managed Woodland

G. Ponds, Wetlands

H. Land occupied by farm buildings

l. Land occupied by commercial buildings or residences

TOTAL:

J. Land owned by applicant which is rented to others

Land Type Usage

Acreage

K. Land rented from others but used by applicant

6. Employment provided by the farm operation:

a. Owner operator(s)

b. Employees: Fuil-time Part-time

Seasonal

c. Family help: Full-time Part-time

Seasonal

7. 1s your land under Farmland Assessment (Chapter 61A) or Forest Assessment (Chapter 61)?

E] Yes D No

D Yes

DNO

8. Your Farm Viability Plan will include an environmental resource management assessment aimed at
making recommendations concerning possible voluntary actions for improving the environmental viability
of your farm. Please indicate which of the following issues apply to your farm operation:

(] erosion and sediment control 0 water management

O nutrient management O facility waste water and runoff control

4 pesticide management

Your Signature(s):

Date:




Farm Viability Enhancement Program

CONFIDENTIAL STATEMENT

NOTE: Information. provided on this statement shall be treated as confidential by the Commissioner
and shall be subject to disclosure only with the consent of the applicant.

1. List any liens or encumbrances (and amounts) on the farm covered by this questionnaire.

2. What was the approximate gross income of your farm operation for 1995? Attach last two schedule F forms.

$

3. What was the approximate net income of your farm operation for 19957

$

4. Please provide the following information. Extra sheets may be attached. The explanation may be in a
narrative form signed by the applicant or his or her agent.

a. Degree of threat to the continuance of farming: Describe here any contingencies, personal concerns or
other circumstances or long range plans which may have a bearing on the retention of your land and the
farm in agriculture. Such facts as death,retirement, foreclosure, financial stress, and estate settlement
should be explained if pertinent along with any situation which would require that this application be
handled expeditiously.

b. Explain how you hope that this program will benefit the economic and environmental viability of your
farm. ‘




¢. Describe the type and number of years of agricultural experience that the manager(s) of this farm have.

TN
!
d. If the owner is not pricipally engaged in agricultural activities, a statement must be submitted by the
owner regarding the short and long term plans for keeping the property in agricultural use.
Please provide a statement indicating if any family members have income from employment other than
farm income identified above, a copy of the current deed(s) to all the parcels of the property described
above and, if available, a survey plan delineating the property. By signing below, you are authorizing
the Department to conduct a field inspection of the land to be covered by your farm viability plan. j
Signature(s): Date:
Return application to: John Jaworski

Program Coordinator
48 Peabody Lane
Greenfield, MA 01301
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COMMONWEALTH OF MASSACHUSETTS

NON-DEVELOPMENT COVENANT FOR A PERIOD OF ~--- (--) YEARS

I. STATEMENT OF PURPOSE

By obtaining this Non-Development Covenant for a Period of ---
(--) Years, it is the intent of the Commonwealth to protect and
preserve agricultural 1lands, encourage sound so0il management
practices, preserve natural resources, and maintain land in active
agricultural use through improving the agricultural economic
viability of the Premises. No activity detrimental to the actual or
potential agricultural use of the Premises, or detrimental to water
conservation, soil conservation, or to good agricultural and/or
forestry management practices or which is otherwise wasteful of the
natural resources of the Commonwealth of Massachusetts shall

therefore be permitted.

ITI. DEFINITIONS

When used throughout this entire document, the following words
or phrases shall have the following meaning:
1. Abandoned: land that has not been actively utilized for

agricultural uses for a period exceeding three years unless the
non-activity is recommended in a current USDA/NRCS plan.

2. Agricultural Use: the raising of animals, 1nc1ud1ng but
not limited to, dairy cattle, beef cattle, poultry, sheep, swine,
horses, ponies, mules, goats, bees and fur-bearing animals, for the
purpose of selling such animals or a product derived from such
animals in the regular course of business; or when primarily and
directly used in a related manner which is incidental thereto and
represents a customary and necessary use in raising such animals
and preparlng them or the products derived therefrom for market, as
defined in M.G.L. c. 61A, §1, as amended, and also hortlcultural
uses, 1including but not limited to, theﬂ raising of fruits,
vegetables, berries, nuts and other foods for human consumption,
feed for animals, tobacco, flowers, sod, trees, nursery, or



greenhouse products, and ornamental plants and shrubs for the
purpose of selling such products in the regular course of business;
or when primarily and directly used in raising forest products.

3. Permanent Structure: any structure that requires the
grading of soil, or the excavation for footings or foundations.

4. Premises: approximately ------ acres of land located at
———————— in the Municipality of =-=----- , in -------- County,

Massachusetts as more fully described in Exhibit A, attached hereto
and incorporated by reference into this document.

5. Temporary Structure: a structure that does not have a
permanent foundation, or does not substantially alter or otherwise
affect the soil profile.

III. TERMS AND CONDITIONS

We, ——————e— ; Of —erem——ee y —m—————— County, Massachusetts (the
"Grantors"), for good and valuable consideration, grant to the
Commonwealth of Massachusetts, acting through the Commissioner of
Food and Agriculture (the "Commissioner"), with an address at 100
Cambridge Street, Boston, Massachusetts, its successors and assigns
(the "Grantee"), a Non-Development Covenant for a Period of -- (-)
Years (the "Covenant") on the Premises, in accordance with the

following terms and conditions listed below.

A. RETAINED RIGHTS

Notwithstanding any provision of this instrument to
the contrary, the Grantor(s) hereby reserves to and for themselves
the customary rights and privileges of ownership not inconsistent
with the statement of purpose herein, including but not limited to,
the right to:

(1) Privacy and to carry out regular agricultural
practices.



(2)

(3)

The maintenance and use of existing trails

and farm and wood roads on the Premises
substantially in their present condition or as
reasonably necessary for their continued use for
agricultural uses or other uses as designated on a
"farm viability plan" prepared by the Grantee.

The construction or ©placement of temporary
structures for agricultural uses or other uses as
designated on a "farm viability plan" prepared by
the Grantee.

B. PROHIBITED USES

The Grantors covenant that the Premises will at all times be

held, used and conveyed subject to, and not in violation of, the

following restrictions:

(1)

(2)

(3)

No use shall be made of the Premises, and no
activity thereon shall be permitted, which is
inconsistent with the intent of this

grant, as stated in the Statement of Purpose.

No non-agriculturally related temporary or
permanent structure shall be constructed, placed or
permitted to remain on the Premises, except those
structures existing on the Premises at the time of
the execution of this Restriction, or other uses as
designated on a "farm viability plan" prepared by
the Grantee or those structures permitted pursuant
to Section C of this Restriction.

No refuse, trash, vehicle bodies or

parts, rubbish, debris, junk, waste, radio-

active or hazardous waste or other substance

or material whatsoever shall be placed, stored,
dumped or permitted to remain on the Premises,
except as required for the use of the Premises for
normal agricultural activities.

C. ACTIVITIES WHICH REQUIRE PRIOR WRITTEN APPROVAL

The following activities shall not be conducted without the

prior written approval of the Grantee, and said approval shall be

granted provided that such activities do not defeat or derogate



from the intent of this Covenant:

(1) The construction or placing of one or more
residential dwelling unit(s), including appurtenant
improvements and amenities, including but not
limited to an asphalt driveway, septic system, or
any other underground sanitary system, water
system, or other utility, for use by the Grantor,
ocr a family member who is actively engaged in
agricultural uses on the Premises.

(2) The construction or placing of permanent structures
for housing seasonal agricultural employees or
other agriculturally related uses, including
related retail sales unless such construction is
designated on a "farm viability plan" prepared by
the Grantee.

(3) The excavation, dredging, depositing or removal
from the Premises of 1loam, peat, gravel, soil,
sand, rock or other mineral resources, or natural
deposits in accordance with a USDA/NRCS Plan.

(4) The subdivision, recording of a subdivision plan,
partition, or any other division of the Premises,
or any portion thereof, into two or more parcels,
even in the event that the Premises is comprised of

one or more deeded parcels at the date of this
Restriction.

ENFORCEMENT OF THE TERMS AND CONDITIONS

(1) The Grantors grant to the Grantee, and its successors at
law, the right to enter the Premises in a reasonable manner
and at reasonable times, for the purposes of:

(a) inspecting the Premises to determine compliance
with this Covenant; and

(b) enforcing this Covenant;

(2) In the event of a violation of the terms of this
Restriction, the Grantee reserves the right to pursue any
remedy available at law and equity, including injunctive

relief.



(3) The rights hereby granted shall be in addition to, and
not in limitation of, any other rights and remedies available

to the Grantee for enforcement of this Restriction.

IV. AFFIRMATIVE COVENANT

The Grantors agree that the Premises shall remain in active
agricultural use, and the land shall not be abandoned, except in
accordance with a USDA/NRCS Farm Management Plan, approved by the
conservation district for the locality in which the Premises is

located.

V. AUTHORIZATION

The foregoing Covenant is authorized by Massachusetts
General Laws, Chapter 20, Section 22 and otherwise by
law, and is intended to ensure the protection and preservation of
agricultural lands.

This Covenant shall be administered on behalf of the Grantee
by the Commissioner and shall be enforced by the Grantee as in its
sole discretion may decide. Nothing herein shall impose upon the
Grantee any duty to maintain or requirer that the Premises be
maintained in any particular state or condition, notwithstanding
the Grantee’s acceptance hereof.

Except as otherwise provided herein, this Covenant does not
grant to the Grantee, fhe public, or any other person any right to
enter upon the Premises

This Covenant is in gross, exists for a period of years and is

not for the benefit of or appurtenant to any particular land and



shall not be assignable.

If any section or provision of the Covenant shall be
held to be unenforceable by any court of competent jurisdiction,
this Covenant shall be construed as though such section had not
been included in it. If any section or provision of the
Covenant shall be subject to two constructions, one of which
would render such section or provision invalid, then such section
or provision shall be given the construction that would render it
valid. If any section or provision of this deed Covenant is
ambiguous, it shall be interpreted in accordance with the policy
and provisions expressed in the General Laws, Chapter 20, Section
22.

This instrument is not a deed. It does not purport to
transfer a fee interest to the Grantee. No Massachusetts deed
excise stamps are affixed hereto as none are required by General
Laws 64D, Section 1, as amended.

WITNESS the execution hereof under seal this

day of , 19__ .

COMMONWEALTH OF MASSACHUSETTS

,SS , 19,
Then personally appeared the above-named
. and
acknowledged the foregoing instrument to be their free act and

deed before me.

Notary Public

My Commission Expires




APPROVAL OF THE COMMONWEALTH OF MASSACHUSETTS

The undersigned Commissioner of Food and Agriculture of
the Commonwealth of Massachusetts hereby certifies that the

foregoing Non-Development Covenant for a Period of -- (~) Years
granted by =---ce-emeeece—a- to the Commonwealth of Massachusetts
with respect to parcels of land 1located in =—==-—-—ee--

!
Massachusetts described therein, has been approved pursuant to
Massachusetts General Laws, Chapter 20, section 22.

Date: COMMONWEALTH OF MASSACHUSETTS

By: Commissioner, Department of
Food and Agriculture

COMMONWEALTH OF MASSACHUSETTS

1SS '
19__ .
Then personally appeared the above-named
and acknowledged the foregoing to be his free act and deed

before me.

Notary Public

My Commission Expires:




Genesee County, New York Agriculture and Farmland Protection Plan

APPENDIX 1V

Delaware’s Strategic
Mapping Criteria

Agriculture and Community Development Services, Inc. Columbia, Maryland



'sadueyoxa  puiy 91y, 10j spadosold asn Jo awi)

10A0 JuswAed ayey Jo syuswiked wins dwing 1dadoe ues sisumQ
“JULUD]NSS B $3TIRYD 10 529) ‘saxe) ou Aed SIUMQ JUDWI[))3S 0)
s00d pue uuey aip jo Kaains 9)a)dwod e 10j sAed uonepuno,] ayj,

"asIMIaY10 9]qissod usaq aAey

pInoMm uey) puejuwiiej s1ow  jnoqe Jo uonealasaid jusueursad
ay) pamojje sey yoeosdde siy | ‘parsasaid are suire) yorym
aUHUIA)AP 0} JAYI0 Youa Isujede 919dwod SIGUMO 199)J3 U] “IN[EA
pasieadde ay) mojaq Joumo a1 £q Junodsip adeyusaaad sy uo
paseq $19JJO ISOY) WOL) $199]9S UOIEPUNO,] 9Y) ‘d[qe[IEA. Spunj
o) Buis) ‘uonEpuNO,j Y} 03 13JJO UE SAYBU UIY) JOUMO )
‘anjea pasiesdde oy uo JuswaiFe ue s1 2191 90U *osuIdXd UMO
siy 1e paadwos jesiesdde puooass e aALY 01 S00YD UBD JOUMO

Uy ‘sioumo puejuiiej o) sjesiesdde [eury siaA1jop uonepuno,f ay |,

SULAD 40f 2I14] [oUls] T]]

‘s)y 31 yudwdopaaap

a1y Jo anjea pasieadde oy s1 anjea Kjuo aannouide

pue anjeA 19)JBW JIRJ U2IMIIQ IDUIIJJIP Y[, "SIUIWISIAUL

UO UINJDI JO $3JB1 JUILIND PUB SAN[RA JUAI [eamjnolge uo paseq
waej ay) jo anjea  Ajuo axmjnoude, oy s3as ped puodss oy |,
"eale 9y) ul swuey 9|qesedwod 10§ eiep sajes uo paseq s1 yoeosdde
paepuejs SIy [, ‘wiiej Yy Jo anjeA joNIRW JIB) ‘|In) 9y S1ISI1) Ay |,
‘sied omy yum ‘jestesdde ue 1oj sKed uonepuno,j ay ‘wiej yoeos
J10J s1y311 JuawdojaAap Y} Jo anjeA JaxIBW YY) 19S 0) JIPIO U]
suLi,] Juisiwaddy 1

‘stusey Ayijenb 1soq oy saasasaad

uonepunoy ay) ey sansui siy |, ‘jesiesdde Joj pajosjas ase swue)
P2109s 15ay31y oy ‘payues aouQ “dejy £3areng UoIBAISSIL]
puejuie, 9Y) UO pug| JO UOIIEOO| 3Y) SI J0)aR) Jueliodul

Jsow sy |, ‘spJaIk pue sjios ‘uiiej Jo ad£y ayif s10308) JO K191ILA

€ UO paseq puejuiiej  s$9109S, Jey) waisKs Suryjues e padojaasp sey
uonepuno,f dy |, ‘sisenbai aznuond jsnw uofiepuno,] ayj ‘spunj
a|qe[iear ayy dinsino syy3ur yuswdojaAaap |as 03 sisanbar ayy souig
swip,] 3unoaas |

*ss2201d das 221y} € s1 s)ySu1 Juswdojaaap o ajes sy, syTu
woawdojaaap ayy jjos 03 Ljdde ues Joumo ay) 210J9q JoLA)sIp
3e ue ul 9q )sa1J JSNW pue pue| AY) UO JUSWISED JusuewIad
® sasodwii pue sioumopuej wolj syyu juswdojaasp momm;&ma
uoljepuno,j ay) ‘puejuiiej aas9said Apusueunsad oy 19pio ug

sy yuswdopaaa(q Jo aseydang

‘satued paiyy 0) 93easoe pajiwif 19jsues) o3 papiwiad aie

SI9UMO Suon1puod diyspiey 19pup) “Joqej uLej pue s1squidw Ajiwey
10J WS 3U) UO SISN [E1JUAPISI Pajiwl| papIuLIAd S1e SISUMOPUET
“JOLISIP 9y} ut puej Joj siins aouesinu jsurede suod9jold

JUBDIJIUGIS 318 DIAY ], 'SIXE) WAL0IDA pD PUR [OOYDS ‘AJunod “Jajsuery
9)u)s9 [eat woly 1dwaxa si 101sIp ay) ut pue] paaosduiiun sy |,
“JOLISIP G ue Ul SISUMOpUE] 0) STIJOUDQ |EISAIS D1E I} “IOAIMO} ]

“JoLISIp oy Fulieald 10 Joumopue] 3y 0) Judwied ou si s19y |,
'ss3001d [eAO1dde pue malAal e YSnoay) oF pue spsepurls wnunuiw
urepad 123w jsnw puey porsad 1eak us) e Jsea) je Joj aunynoude
Joj AJuo puej asn o0y Juowaaife Kiejun|oa e si ousip Je uy

spLgsiq 3y
'$1y311 yuowdojaaap jo aseyoind oy pue sjoinsip uonealssaid Je

- sjuauodwiod tofew om sey wesdoad uoneatasard puejwiey ay |,
'noA 01 dn s 1 - K1eyunjoa si puejuirej oK jo uoneasasad ay .

UOIJBAIISIA ] pueuLIef

SWEIS0.0J UOIIBAIISIAJ PUB[ULIE] dIBMEBPR(



APPENDIX: G STRATEGY MAP NUMERICAL FORMULA

The Agricultural Lands Strategy Map represents a modified Land Evaluation and Site Assessment
(LESA) System utilized by the Department of Agriculture. The modified system includes factors used in

~e the original LESA but are altered to suit an area-wide analysis as opposed to a site-specific analysis.
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County Engineering

i99
18 and Use/Land Cover Map

SCS Soil map grids were
used. Then LU/LC crep-
land % within each map
calculated by computer.

County ASCS Maps

barns, storage facilities

grain elevators, feed mills
livestock shelters, poultry
houses, slaughter facilities
deep water wells, irrigation.
'systems milking & loafing
“facilities, equipment dealers,
chemical & fertilizer suppliers,
canneries & freezing processing
facilities, tax ditches;

DNREC Natural Areas

Federal Lands - National Wildlife Refugé
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Regimes:

medium
low
none State Lands -

Private Lands:

The maximum possible scoring range in Delawareis 0- 297 -
Each county may have a different range based on the land characteristics of each layer. For instance,
if Kent County’s top score was 280 and the lowest was 40, then the range would be from 40 - 280.
An eight-regime model is used in each county meaning that Kent County may have 30 points in each
regime. For each county;
regimes 1-4 = dk. yellow, 5.= It. yellow, 6 = blue, 7 = It. green, 8 = dk. green

Yellow areas are a lower priority for farmland preservation.
Blue areas are a medium priority
Green areas are a higher priority for farmland preservation, with dark green being the highest.

42

Army Core of Engineers
National Guard Lands )

Foundation Easements -

State Parks

Fish & Wildlife
Management Areas,
State Forests, State
Nature Preserves, State
+Ponds, Dept. of State
(Museums/Cultural
Resources) DNREC
{donated) Local Lands -
County Parks, Municipal
Parks

Conservation
Organizations include:
Delaware Wild Lands,
Inc., Nature Conservancy
Delaware Nature Society
preserved lands were
given a 4:1 weight over
“proposed” lands for
protection and privately

preserved lands. /W
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Carroll County, Maryland
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Carroll County Critical Farms Frogram

Carroll County has established a program called the Critical Farms Program that
guarantees a minimum easement value for farms that are being transferred. Applicants must
be the contract purchaser or recent purchaser of a farm that qualifies for the State Program.
Based on an appraisal of the value of an easement, the County offers the new owner a
payment of 75% of easement value for an option for the County to acquire the easement at
the end of a five year period.

When the new owners receive the County money for the option, they are obligated to
put the farm in a Maryland Agricultural Land Preservation (MALPF) District and offer to
sell an easement at each opportunity during a five year period by submitting a bid that is at
least equal to the amount paid by the County. If MALPF acquires the easement, the County
fund is repaid the exact amount that was provided up-front (no interest payment is required).
At the end of the five year period, if the easement has not been acquired by MALPF, the
farm owner has two options: repaying the County (with interest) for termination of the option
agreement; or, accepting the easement as permanent with no additional payment from the
County. '

Carroll County’s first priority for funding is the State/County Matching Funds
Program of MALPF. Funds that the County appropriates in excess of the requirement of the
MALPF Matching Program are available to fund the Critical Farms Program. Over a 16
year period, the County has appropriated $8.4 million for Agricultural Land Preservation.
Approximately $3.7 million has come from the Agricultural Transfer Tax, and approximately
$4.7 million has come from the County’s General Fund.

BPAw:f:.. .bill\eritical.frms



APPLICATION
CARROLL COUNTY CRITICAL FARMS PROGRAM —

Applicant:

Owner: or Contract Purchaser

Mailing Address:

Location of Property:

Tax Map: Block: Parcel: Deed Reference:

Percent of Farm in the Agricultural Zoning District:

ELEMENTS OF THE PROGRAM

1. The farm must meet the requirements of the Maryland Agricultural Land Preservation
Foundation for District approval and Easement sale and must receive a favorable
recommendation for District approval from the Carroll County Agricultural Preservation
Advisory Board.

2. No less than 75% of the acreage of the farm must be within the area of the Carroll
County Agricultural Zoning District.

3. Farms will receive a score based on the point system in Ordinance No. 93. The
applicant will receive a copy of the scoring information and will be asked to concur with
the point score.

4, Applicants will be informed of their score, the number of current applicants, and their
ranking among the other applicants.

3. The County Commissioners may grant preliminary approval of applications but they are
not required to do so. In granting preliminary approval, preference must always be
given to the farms with the highest point score. Decisions to grant preliminary approval ‘\
will be based on the availability of County funds.



10.

11.

12.

13.

14.

15.

16.

For-farms that have received preliminary approval, the County will have 2 appraisals
conducted to determine the value of the development rights easement. Applicants may
also submit an appraisal, but are not required to do so. Applicants are reminded that an
appraisal submitted by them must provide both the fair market value and the agricultural
value of the land as defined in ordinance 93.

The applicant and the County must agree on an easement value based on the values
provided by the appraisals.

The Commissioners will be asked to grant final approval of an option to purchase an
easement on the farm at a price of 75% of the agreed upon easement value. The
Commissioners are not obligated to grant final approval.

If the applicant is the contract purchaser of the farm, the payment and settlement for the
County option can occur immediately following the settlement for the property.

The applicant should keep all mortgage holders and potential future mortgage holders
fully informed regarding the terms of the option for easement sale and the terms of the
deed of easement, and the values involved. Mortgage holders will be required to be a
party to the option agreement and the deed of easement.

The County payment for the option to purchase an easement will obligate the applicant
to make all reasonable efforts to have the farm approved by the Maryland Agricultural
Land Preservation Foundation as an Agricultural Preservation District. For a period of
5 years the applicant must actively pursue the sale of an easement to the Foundation at
a price no lower than the County option payment.

If the applicant successfully sells an easement to the State Foundation, the full amount,
of the County option must be repaid when easement settlement with the State occurs.

If the applicant is unable to sell an easement to the State Foundation within 5 years from
the recordation of the option agreement the applicant will have a limited time (60 days)
to cancel the option agreement by repaying to the County the full amount of the price of
the option, plus interest for the entire period of the option, at the legal rate in effect at
the time of cancellation.

If the applicant does not cancel the option within the 60-day period, the County will
exercise the option contained in the agreement and purchase the development rights
easement from the applicant with no additional payment being made by the County.

The applicant will be obligated to provide a survey description of the property if the
survey description contained in the property deed is not accurate enough to obtain the

‘title insurance required by the State for easement acquisition.

The deed of easement will be the standard deed of easement used by the Maryland
Agricultural Land Preservation Foundation and the easement may be donated"by the
County to the Maryland Agricultural Land Preservation Foundation.



APPLICANT SIGNATURES

I (we) have received a copy of Carroll County Ordinance No. 93, the Maryland
Agricultural Land Preservation Foundation District Agreement and a sample Deed of Easement.
I (we) have read the elements of the program outlined above and hereby submit the above
described property for consideration under the provisions of Ordinance 93. '

Landowner or Contract Purchaser Signature Date
Landowner or Contract Purchaser Signature Date
Landowner or Contract Purchaser Signature Datre

MORTGAGE OR LIENS

LANDOWNER APPLICANT: Is there a mortgage or other lien on this property? __Yes __No.
If yes, please secure signatures of such holders.

I (we) acknowledge that the above landowner has informed me (us) of their intention to
sell to the Commissioners of Carroll County on option to purchase a development rights
easement. I (we) agree to join with the landowner in said option agreement and subsequent deed
of easement providing that I (we) approve the amount of the payment offered by the County for
the option.

Name of Individual or Company Name of Individual or Company
Street Address Street Address
City State - Zip Code Ciry State | Zip Code

Signature Dare Signature Date



OPTION TO PURCHASE AGRICULTURAL LAND PRESERVATION EASEMENT

WHEREAS, COUNTY COMMISSIONERS OF CARROLL COUNTY, MARYLAND,
adopted the Critical Farms Program, Ordinance No. 93, on April 21,
1992, to assist in the preservation of local farms; and

WHEREAS, this Ordinance provides that an applicant for this
program may sell the County Commissioners of Carroll County an
option to Purchase an Agricultural land preservation easement,
prohibiting any development of the property, and thereafter seek to
convey this easement to the State Agricultural Land Preservation
Foundation, pursuant to the provisions of the Annotated Code of
Maryland, Agriculture Article, Section 2-~501 as amended, et seq.;
and

WHEREAS, this Option is to be purchased from the applicant for
seventy-five percent (75%) of the value of the development rights
easement. The Option is intended to remain in effect for a term of
five (5) years. If the State Foundation purchases the easement
this Option will terminate, and the amount received by the
applicant as payment for the Option is to be returned to the County
Commissioners of Carroll County. If the State Foundation does not
purchase the easement, the County will exercise this Option, and
acquire the easement, for no additional consideration; and

WHEREAS, the following Option is being purchased pursuant to
this program.

NOW, THEREFORE, THIS OPTION TO PURCHASE, made this day
of , 1996, by and between XXXX (hereinafter referred
to as "Sellers"), and THE COUNTY COMMISSIONERS OF CARROLL COUNTY,
MARYLAND, a body corporate and politic of the State of Maryland
(hereinafter referred to as "Buyer").

WITNESSETH

In consideration of the payment of the sum of YYYY from Buyer
to Sellers and other good and valuable consideration, all as
hereinafter set forth, the receipt and adequacy of which are hereby
acknowledged, Sellers hereby grant to Buyer the right and option to
purchase an agricultural land preservation easement in, on, and
over that tract or parcel of land, situate on 2222, Carroll County,
Maryland, in the AAAA () Election District of Carroll County,
Maryland, .containing BBBB acres of land, more or 1less, being
described as follows:

The total acreage intended to be encumbered hereby being BBBB
acres of land, more or less.

BEING



This Option to Purchase is subject to the following terms,
covenants, conditions, limitations, restrictions and agreements:

1. This Option shall have a term of no more than five (5)
years, commencing with the date of execution hereof by Buyer, which
term may be extended by written mutual agreement of the parties.
The purchase price of the Option shall constitute the full price of
the agricultural land preservation easement, and no further
payments shall be made upon execution of this Option by the Buyer.

2. Sellers shall take all steps to establish an agricultural
land preservation district on the above-described property, and to
subsequently convey the easement described herein to the Maryland
Agricultural Land Preservation Foundation ("Foundation") at every
opportunity during the term of this Option. Such conveyance will
automatically terminate this Option, and any sums paid to Sellers
by the Foundation, up to the amount paid to Sellers hereunder,
shall be returned to Buyer. No conveyance of the easement to the
Foundation shall be recorded prior to such repayment.

3. Should the Foundation fail to purchase this easement
within the term of this Option, Sellers may rescind this Option by
repaying to Buyer the full price of said Option plus interest for
the entire term of the Option, at the legal rate at the time of
rescission. Sellers must notify Buyer of its intent to rescind no
less than thirty (30) days prior to termination of this Option, and
must make full payment of any such sums within thirty (30) days
after the termination. Failure of the Sellers to so rescind will
automatically authorize the Buyer to exercise the option. Failure
by the Buyer to timely exercise the option will not terminate or in
any other way affect the right of the Buyer to exercise this option
subsequent to its expiration.

4. Buyer may exercise this Option by sending written notice
to Sellers at €CCC, by first-class mail upon the expiration of the
term of this Option. Said written notice shall be deemed delivered
two (2) days after it is posted in the United States mail system if
mail is the chosen form of delivery. Exercise of the Option and
the recording of a notice of exercise shall automatically convert
the Option into a Deed of the Agricultural Land Preservation
Easement with no further action required by either party.

5. During the term of this option, if exercised, in
perpetuity thereafter, the Sellers covenant for and on behalf of
itself, and its successors and assigns, to do and refrain from
doing upon the above described land all and any of the various acts
hereinafter set forth, it being the intention of the parties that
the said land shall be preserved solely for agricultural use in
accordance with the provisions of Agriculture Article, Title 2,
Subtitle 5, Md. Ann. Code, 1985, as amended, and that the
covenants, conditions, limitations and restrictions hereinafter set

2
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forth, are intended to limit the use of the above described land
and are to be deemed and construed as real covenants running with
the land.

COVENANTS, CONDITIONS, LIMITATIONS, AND RESTRICTIONS

Subject to the reservations hereinafter contained, the Sellers
covenant, grant, and relinquish the following rights:

A. (1) The right to use the above described land for
industrial, commercial, or residential use or purpose;
the Sellers reserve, as a personal covenant only and one
not intended to run with the land, the right to convey
one acre or less upon written application to the Carroll
County Agricultural Preservation Advisory Board, to the
seller or to each of the children of the seller for the
purpose of constructing a dwelling for themselves or
those children’s personal use; however, the Sellers may
not convey more than one acre or less, at a maximum
density of not more than one acre for each twenty (20)
acres or portion thereof, not to exceed ten (10) lots of
one acre or less, on the land herein described; the
Sellers shall pay the Buyer for the release of the
easement or for the benefit of conveying, free of the
easement restrictions at the price per acre that the
Buyer paid the Sellers for the grant of the easenment;
provided, however, the right to construct, subject to the
approval of the Carroll County Agricultural Preservation
Advisory Board, houses for tenants fully engaged in the
operation of the farm provided such construction does not
exceed one tenant house for each one hundred (100) acres.
The land on which a tenant house is constructed may not
be subdivided or conveyed to any persons. In addition,
the tenant house may not be conveyed separately from the
original parcel. The Sellers shall notify the Buyer if
the land is subdivided to permit the Buyer to determine
whether such subdivision violates any of the covenants,
conditions, limitations or restrictions contained herein;

(ii.) The right to subdivide the above described land
for any purpose (to include any off conveyance to which
the land subject to the easement may be otherwise
entitled) except upon written approval of the Carroll
County Agricultural Preservation Advisory Board;

(iii.) Before any conveyance is made pursuant to
Paragraph (A) (i) above, the owners shall agree with the
carroll County Agricultural Preservation Advisory Board
not to subdivide any land conveyed. This agreement shall
be recorded among the land records where the land is
located and shall bind all future owners; and



(iv.) If while the above described land was in an
agricultural preservation district, the Buyer released
free of the district’s restrictions for a person owning
that land, 1 acre of less for the purpose of
constructing a dwelling house for the use of that
Sellers’ child, the Buyer may not release free of
easement restrictions for the Sellers, an additional lot
for the same purpose; for each lot the Sellers had
excluded from the district’s restrictions for this
purpose, the number of lots that the Sellers otherwise
would be entitled to have released under paragraph (a)
(1) is reduced by one.

(v.) On request to the Carroll County Agricultural
Preservation Advisory Board, an owner may exclude from
the easement restrictions one acre per each single
dwelling, which existed at the time of the sale of the
easement, by a land survey and recordation provided at
the expense of the owner. However, before any exclusion
is granted, an owner shall agree with the Carroll County
Agricultural Preservation Advisory Board not to subdivide
each acre excluded. This agreement shall be recorded
among the Land Records where the land is located and
shall bind all future owners.

The right to erect, display, place or maintain signs,
billboards, or outdoor advertising displays on the land
herein described; provided, however, the Sellers reserve
the right to erect signs not exceeding four feet (47) by
four feet (4’) for each of the following purposes:

(i.) To state the name of the property and the name and
address of the occupant;

(ii.) To advertise any home or ancillary occupation
consistent with the purposes of this easement subject to
the approval of the Buyer; and

(iii.) To advertise the property’s sale or rental.

The right to dump ashes, sawdust, bark trash, rubbish or
any other material; provided, however, the Sellers
reserve the right to dump any material which is for
regqular agricultural use.

The right to transfer development rights from the above
described tracts(s) to an other area, or to another
person, or to a political subdivision.

The Sellers reserve the right to use the above described land
for any farm use, and to carry on all normal farming practices,
including the operation at any time of any machinery used in farm
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production or the primary processing of any agricultural products;
the right to conduct upon the said land any agricultural operation
which is in accordance with good husbandry practices and which does
not cause bodily injury or directly endanger human health,
including any operation directly relating to the processing,
storage, or sale of farm, agricultural or wecodland products
produced on the said above described land; and all other rights and
privileges not hereby relinguished, including their right of
privacy.

And the parties, for themselves, their successors and assigns,
further covenant and agree as follows:

A. The Sellers shall manage the above described land in
accordance with sound agricultural soil and water
conservation practices so as to promote the agricultural
capability of the land; and shall manage any woodland in
accordance with sound forestry practices; however, the
Sellers reserve the right to selectively cut or clear
from time-to-time trees which will not alter the
Agricultural character of the land or diminish 1its
productive capability.

B. The Sellers shall implement all soil conservation and
water quality practices that are contained within a soil
conservation plan approved by the local soil conservation
district, made or revised within the last ten (10) years
of the date of the application to sell an easement, which
lists all soil conservation and water quality problem
areas on the 1land. The plan shall be implemented
according to the schedule of implementation contained
within the plan which exists at the time of easement
settlement. Revisions to the schedule of implementation
may be made as approved by the Board of Supervisors of
the local soil conservation district, however, the plan
shall be fully implemented within ten (10) years of the
easement settlement date. Exceptions may be considered
by the Buyer on a case-by-case basis.

C. The Sellers shall implement a forest management plan
demonstrating proper forest management techniques if 50%
or more of the acreage contained in the property consists
of woodland.

D. The Buyer, or its authorized representative, shall
have the right to enter on the above described land from
time-to-time for the sole purposes of inspection and
enforcement of the easement, covenants, conditions,
limitations, and restrictions herein contained; provided,
however, that the Buyer shall have no right to inspect
the interior of any structures on the above described
land.



E. That if the easement or any covenant, condition,
limitation or restrictions herein contained is violated
or breached, the Buyer may, after due notice to the
Sellers, their successors or assigns, institute an action
in equity to enjoin, by ex parte, temporary or permanent
injunction, such violation or breach; to require the
restoration of the above described land to its condition
prior to such violation or breach; to recover damages;
and to take such other legal action as may be necessary
to insure compliance with the easement and the covenants,

conditions, limitations and restrictions herein
contained.

F. If the Sellers have any doubt concerning the
easement, covenants, conditions, limitations or

restrictions herein contained with respect to any
particular use of the said land, it may submit a written
request to the Carroll County Agricultural Preservation
Advisory Board for consideration of such use.

G. That this easement does not grant the public any
right of access or any right of use of the above
described land.

H. That nothing herein contained shall relieve the
Sellers, their heirs, personal representatives,
successors or assigns of the obligation to pay real
estate taxes.

I. That this easement shall be in perpetuity and may be
released only by the Buyer as provided by Agriculture
Article, Section 2-514, Md. Ann. Code. 1985 and as
amended.

J. The Sellers further covenant that they have not done
any act, matter or thing whatsocever, to encumber the
property hereby conveyed; that they will warrant
specially the property interest hereby conveyed; and that
they will execute such further assurance of the same as
may be required.

Buyer shall not be liable for any broker’s commissions or

finder’s fees claimed in connection with the sale of the easement.

Sellers warrant that there has been no environmental

damage on the property from any past operations and past storage of
any hazardous substances or wastes.

This Agreement contains the final and entire agreement

between the parties hereto, and neither they nor their agents shall
be bound by any terms, conditions, or representations not herein
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written.
9. Time shall be of the essence of this Agreement.

10. The parties hereto bind themselves, their heirs, personal
representatives, successors and assigns, for the faithful
performance of this Option. Nothing herein shall be construed to
prohibit or limit the ability of Sellers to convey all or part of
the above-described property to a third party.

AS WITNESS the hands and seals of the parties hereto.

(SEAL)

XXXX

(SEAL)

XXXX

Sellers
Date: ‘

THE COUNTY COMMISSIONERS OF

CARROLL COUNTY, MARYLAND,

a body corporate and politic
ATTEST: of the State of Maryland

(SEAL)
Shawn D. Reese, Clerk Richard T. Yates, President

(SEAL)

W. Benjamin Brown
Vice-President

(SEAL)
Donald I. Dell, Secretary

Buyer




Date:

Approved for legal sufficiency:

Isaac Menasche
Senior Assistant County Attorney

STATE OF MARYILAND, COUNTY OF , to wit:

I HEREBY CERTIFY that on this day of , 1996,
before me, the subscriber, a Notary Public in and for the State and
County aforesaid, personally appeared XXXX, known to me (or
satisfactorily proven) to be the person whose name is subscribed to
the within instrument and acknowledged that he executed the same
for the purposes therein contained.

Witness my hand and Notarial Seal.

Notary Public
My Commission expires

STATE OF MARYLAND, COUNTY OF , to wit:

I HEREBY CERTIFY that on this day of '
1996, before me, the subscriber, a Notary Public in and for the
State and County aforesaid, personally appeared RICHARD T. YATES,
W. BENJAMIN BROWN and DONALD I. DELL, who acknowledged themselves
to be the President, Vice-President, and Secretary, respectively,
of THE COUNTY COMMISSIONERS OF CARROLL COUNTY, MARYLAND, a body
corporate and politic of the State of Maryland, and that they, as
such President, Vice-President, and Secretary, respectively, being
authorized so to do, executed the foregoing instrument for the
purposes therein contained, by signing the name of the body
corporate and politic by themselves as President, Vice-President,
and Secretary, respectively.

Witness my hand and Notarial Seal.

Notary Public
My Commission expires




THIS IS TO CERTIFY that the within instrument has been
prepared by or under the supervision of the undersigned Maryland
attorney, or by a party to this instrument.

Isaac Menasche
Assistant County Attorney
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Subject: FIC - Technical Assistance - Appendix
Date: Wed, 14 Jul 1999 16:36:19 -0400
From: "Jen Dempsey" <jdempsey@farmland.org> ,45 m )
Organization: American Farmland Trust

To: "Donna Mennitto” <dmennitto@farmland.org> %
Penna, d A/

W »
I decided to email the Davis ordinance instead. / ( /
htep://farm.fic.niu.edu/fic-ta/fptool-ca.html ’ZW 7 %

APPENDIX A: EXCERPTS FROM CITY OF DAVIS, CALIFORNIA ORDINANCE 1823,
ESTABLISHING A FARMLAND MITIGATION PROGRAM

Article III. Farmland Preservation
Section 30-200. Purpose and Findings.

(a) The purpose of this chapter and this article is to implement the agricultural land conservation
policies contained in the Davis general plan with a program designed to permanently protect agricultural
land located within the Davis planning area for agricultural uses.

(b) The City of Davis City Council finds this chapter and this article are necessary for the following
reasons: California is losing farmland at a rapid rate; Yolo and Solano county farmland is of exceptional
productive quality; loss of agrxcultural land is consistently a significant impact under CEQA in
development projects; the Davis general plan has policies to preserve farmland; the City of Davis is
surrounded by farmland; the Yolo and Solano county general plans clearly include policies to preserve
farmland; the continuation of agricultural operations preserves the landscape and environmental resources;
loss of farmland to development is irreparable and agriculture is an important component of the city's
economy; and losing agricultural land will have a cumulatively negative impact on the economy of the
City and the counties of Yolo and Solano.

(c) Itis the policy of the City of Davis to work cooperatively with Yolo and Solano Counties to
preserve agricultural land within the Davis planning area beyond that deemed necessary for development.
It is further the policy of the City of Davis to protect and conserve agricultural land, especially in areas
presently farmed or having Class 1,2,3 or 4 soils.

(d) The City of Davis City Council finds that some urban uses when contiguous to farmland can
affect how an agricultural use can be operated which can lead to the conversion of agricultural land to
urban use.

(e) The City Council further finds that by requiring conservation easements for land being converted
from an agricultural use and by requiring a 150 foot buffer, the City shall be helping to ensure prime
farmland remains an agricultural use.

Section 30-210. Definitions.

(a) Advisory committee. The City of Davis Planning Commission shall serve as the advisory
committee.
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(b) Agricultural land or farmland. Those land areas of the county and/or city specifically classed and
zoned as Agricultural Preserve (A-P), Agricultural Exclusive (A-E), or Agricultural General (A-1), as
those zones are defined in the Yolo County Zoning Ordinances; those land areas classed and zoned
Exclusive Agriculture (A-40), as defined in the Solano County Zoning Ordinance; and those land areas of
the City of Davis specifically classed and zoned as Agricultural (A), Agricultural Planned Development or
Urban Reserve where the soil of the land contains Class 1, 2, 3 or 4 soils, as defined by the Soil
Conservation Service.

(c) Agricultural mitigation land. Agricultural land encumbered by a farmland deed restriction, a
farmland conservation easement or such other farmland conservation mechanism acceptable to the City.

(d) Farmland conservation easement. The granting of an easement over agricultural land for the
purpose of restricting its use to agricultural land. The interest granted pursuant to a farmland conservation
easement is an interest in land which is less than fee simple.

(e) Qualifying entity. A nonprofit public benefit 501(c)(3) corporation operating in Yolo County or
Solano County for the purpose of conserving and protecting land in its natural, rural or agricultural
condition. The following entities are qualifying entities: Yolo Land Conservation Trust and Solano Farm
and Open Space Trust. Other entities may be approved by the City Council from time to time.

Section 30-220. Agricultural Land Mitigation Requirements.

(a) Beginning on November 1, 1995, the City of Davis shall require agricultural mitigation by
applicants for zoning changes or any other discretionary entitlement which will change the use of
agricultural land to any non-agricultural zone or use.

(b) Agricultural mitigation shall be satisfied by:

(1) Granting a farmland conservation easement, a farmland deed restriction or other
farmland conservation mechanism to or for the benefit of the City of Davis and/or a qualifying
entity approved by the City of Davis. Mitigation shall only be required for that portion of the
land which no longer will be designated agricultural land, including any portion of the land used
for park and recreation purposes. One time as many acres of agricultural land shall be protected
as was changed to a non-agricultural use in order to mitigate the loss of agricultural land; or

(2) Inlieu of conserving land as provided above, agricultural mitigation may be satisfied
by the payment of a fee based upon a one to one replacement for a farmland conservation
easement or farmland deed restriction established by the City Council by resolution or through
an enforceable agreement with the developer. The in lieu fee option must be approved by the
City Council. The fee shall be equal to or greater than the value of a previous farmland
conservation transaction in the planning area plus the estimated cost of legal appraisal and other
costs, including staff time, to acquire property for agricultural mitigation. The in lieu fee, paid to
the City, shall be used for farmland mitigation purposes, with priority given to lands with prime
agricultural soils and habitat value.

(¢) The land included within the 100 foot agricultural buffer required by section 30-50(c) shall not
be included in the calculation for the purposes of determining the amount of land that is required for
mitigation.

(d) It is the intent of this program to work in a coordinated fashion with the habitat conservation
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objectives of the Yolo County Habitat Management Program, and, therefore, farmland conservation
easement areas may overlap partially or completely with habitat easement areas approved by the State
Department of Fish and Game and/or the Yolo County Habitat Management Program. Up to 20% of the
farmland conservation easement area may be enhanced for wildlife habitat purposes as per the
requirements of the State Department of Fish and Game and/or Yolo County Habitat Management
Program; appropriate maintenance, processing or other fees may be required by the habitat program in
addition to the requirements set forth herein.

Section 30-230. Comparable Soils and Water Supply.

(a)  The agricultural mitigation land shall be comparable in soil quality with the agricultural land
whose use is being changed to non-agricultural use.

(b) The agricultural mitigation land shall have adequate water supply to support the historic
agricultural use on the land to be converted to nonagricultural use and the water supply on the agricultural
mitigation land shall be protected in the farmland conservation easement, the farmland deed restriction or
other document evidencing the agricultural mitigation.

Section 30-240. Eligible Lands.

(a) The agricultural mitigation land shall be located within the Davis planning area as shown in the
Davis General Plan. The criteria for preferred locations or zones for agricultural mitigation land shall be
determined by the Davis City Council after receiving input from the advisory committee, Yolo and Solano
counties, Woodland, Dixon, the Davis Open Space Committee, the Natural Resources Commission and
Yolo and Solano Farm Bureaus. In making their determination, the following factors shall be considered:

1. The zones shall be compatible with the Davis general plan and the general plans of Yolo
and Solano counties.

2. The zones shall include agricultural land similar to the acreage, soil capability and water
use sought to be changed to non-agricultural use.

3. The zones shall include comparable soil types to that most likely to be lost due to
proposed development.

4. The property is not subject to any easements or physical conditions that would legally or
practicably preclude modification of the property's land use to a non-agricultural use.

(b) The advisory committee shall recommend to the City Council acceptance of agricultural
mitigation land of twenty (20) acres or more by a qualifying entity and/or the City, except that it may
consider accepting smaller parcels if the entire mitigation required for a project is less, or when the
agricultural mitigation land is adjacent to larger parcels of agricultural mitigation land already protected.
Contiguous parcels shall be preferred.

(c) Land previously encumbered by a conservation easement of any nature or kin is not eligible to
qualify as agricultural mitigation land, unless the conservation easement meets the requirements of Section
30-220().

Section 30-250. Requirements of Instruments; Duratien:
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(a) To qualify as an instrument encumbering agricultural mitigation land, all owners of the
agricultural mitigation land shall execute the instrument.

(b) The instrument shall be in recordable form and contain an accurate legal description setting forth
the description of the agricultural mitigation land.

(¢) The instrument shall prohibit any activity which substantially impairs or diminishes the
agricultural productivity of the land, as determined by the advisory commuittee.

(d) The instrument shall protect the existing water rights and retain them with the agricultural
mitigation land.

(e) The applicant shall pay an agricultural mitigation fee equal to cover the costs of administering,
monitoring and enforcing the instrument in an amount determined by City Council.

(f) The City shall be named a beneficiary under any instrument conveying the interest in the
agricultural mitigation land to a qualifying entity.

(g) Interests in agricultural mitigation land shall be held in trust by a qualifying entity and/or the City
in perpetuity. Except as provided in subsection (h) of this Section, the qualifying entity or the City shall
not sell, lease, or convey any interest in agricultural mitigation land which it shall acquire.

(h) If judicial proceedings find that the public interests described in Section 30-200 of this chapter
can no longer reasonable by fulfilled as to an interest acquired, the interest in the agricultural mitigation
Jand may be extinguished through sale and the proceeds shall be used to acquire interests in other
agricultural mitigation land in Yolo and Solano Counties, as approved by the City and provided in this
Chapter.

(i) Ifany qualifying entity owning an interest in agricultural mitigation land ceases to exist, the duty
to hold, administer, monitor and enforce the interest shall pass to the City of Davis.

Section 30-260. Citv of Davis Farmland Conservation Program Advisorv Committee.

(a) The Davis Planning Commission shall serve as the Davis Farmland Conservation Advisory
Committee.

(b) It shall be the duty and responsibility of the Planning Commission to exercise the following
powers:
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1. To adopt rules of procedure and bylaws governing the operation of the advisory
committee and the conduct of its meetings.

2. To recommend the areas where mitigation zones would be preferred in the Davis
planning area.

3. To promote conservation of agricultural land in Yolo and Solano counties by offering
information and assistance to landowners and others.

4. To recommend tentative approval of mitigation proposals to City Council.

To certify that the agricultural mitigation land meets the requirements of this chapter.

W

6. Any denial from the advisory committee may be appealed to City Council.

(c) The Natural Resources Commission shall monitor all lands and easements acquired under this
Chapter and shall review and monitor the implementation of all management and maintenance plans for
these lands and easement areas. The Natural Resources Commission shall provide advice to the Planning
Commission on the establishment of criteria for the location of agricultural mitigation lands.

(d) All actions of the Planning Commission and the Natural Resources Commission shall be subject
to the approval of the Davis City Council.

Section 30-270. Annual Report.

Annually, beginning one year after the adoption of this Chapter, the City Planning Director shalil provide
to the Advisory Committee an annual report delineating the activities undertaken pursuant to the
requirements of this Chapter and an assessment of these activities. The report shall list and report on the
status of all lands and easements acquired under this Chapter. The Planning Director shall also report the
to Natural Resources Commission.
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Practice Application and who do not harvest or restore the site according to King
County standards. For cases where Jand under moratorium is s0ld, King County
should develop means to ensure that buyers are alerted to the moratorium.

Laodowners choosing to convert their land to non-forest uses also must state their intent on the Forest
Practice Application and, as provided in the Forest Practices Act, must conduct their forest practices
according to applicable local governmeat regulations. In King County, conversions require 8 Clearing
azd Grading Permit conditioned in accordance with the King County Sensitive Areas Ordinance,
which containg standards more protective of the environment thag those prescribed by the Forex
Practices Act.

The Forest Practices Act also authorizes the DNR, in consultation with local government and tibes, to.

designate "Areas Likely to Convert”, commonly referred to a3 "ALTCs." An ALTC desxgnsuon
means that, unless the landowner dunomtrates otherwise, conversion to non-forest use is assumed to
occur and regulated accordingty. Because Rural forest lands experience ¢onversion as well as urban-
designated lands, &8 ALTC is not i_; equivalent of the Urban Growth Ares.

RL-210 King County should work with all afTected parties and the Washington Department
of Natural Resources to designate appropriste Areas Likely to Convert (ALTCs)
under a signed Memorandum of Agreement to be signed by March 1, 1995, King
County's ALTC should include the Urban Growth Area, and those Rural aress not
considered for 2 Rural Forest District designation.

III. Agricultural Lands

Approxirately 42,000 acres in King County remain in agriculture. In 1992, farmers in King County
produced over $84 million in agricultural sales that contributed to a diverse regional economy and pro-
vided fresh local foods. Commercial agricultural prcduchon, however, has declined by 30 percent in
gross sales since 1978 The average farm und parcel size has also decreased, thus reducing the
potential for many types of commercial operations. Fortunately, maay of the smaller parcels still are
undeveloped. If residences were built on all of the undeveloped parcels, King County's 1b1hty to sy
tain commercial agriculture would be significantly affected.

King County residents have supported efforts 1o preserve good farmland and-active farms for. the-value
of local crops, dairy and livestock . .d for scenic and historic values. In 1979, voters approved 2
measure to buy fumland development rights, indicating s significant public commitmeat to preserve
farmlands. This program preserved 12,600 acres of farmiand by purchasing the development rights.
During the 1980's, King County established Agricultural Production Districts with large lot zoning and
specifyiog agriculture as the preferred use in these areas. Despite the conservation of farmland
resultiog from these actions, the sumber of acres in agricultural production has declined axgmﬁmtly in
the last ten years—by almost 12,000 acres, or 22 percent. To meet the GMA requiremeant to maintain
and enbance sgriculture, a variety of methods and programs continue to be necessary.

Four main steps are necessary to maintain and enhance commercial agriculture. The firat step is to
protect enough acreage of productive farmland by designation and 2oning and to limit development to
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uses that are necessary to support commercial agriculture, Second, it is necessary to prevent or mini-
mize land use conflicts between farming operations and adjacent land uses. Third, the necessary infra-
structure (markets, available water, sffordable housing, farm supply stores, technical services, tax
incentives) that supports commercial agriculture needs to be assured. Fourth, farming practices that
_conserve soils and protect water quality, fisheries and wildlife, but are balanced with the needs of the
agricultural industry, should be eacouraged. ‘

Int addition to the previous steps, farmers need to take an active role in land use decisions and in the
development and evaluation of policies, regulations and incentives that may significantly affect com-
mercial agriculture. Farmers need an opportunity to work with their neighbors, King County govern-
ment and others to address complex and difficult issues associated with maintaining working farms
near urban areas. ‘

RL-301 King County should establish an Agricuitural Commission composed of commercial
farmers representing the diversity in agriculture to advise the King County Execu-
tive and Council on the development of innovative programs, policies and regula~’
tions that benefit commereial agriculture. '

The commission would be staffed by staff experienced in agricultural and land use issues. The com-
taission also would solicit input £+ -2 agricultural agency technical advisors and others with land use
and tecBnical expertise, as well as other affected groups such as the Dairy Federatiog, Native Ameni-
can Tribes, and project propopents. See Technical Appeadix H for a further discussion of agricultural
issues ip King County.

A,  Agricultural Production Districts _W

Agriculture is most productive in agricultural communities where neighbors support agriculture, where
parcels are large enough for commercial agriculture and where labor, farm supplies and market sys-
tews for farm products are available. King County’s farm soils and most profitable farms are usually
found ip cogtiguous blocks with few non-agricultural uses. The Agricultural Production Distriets,
illustrated in the Agricultural Lands Map, present the least number of land use conflicts for agriculture,
coutain agricultural support activities and provide the best environment for farming in King County.

RI1~302 Agriculture should be the principal land use in the Agricultural Production Districts.
_~» Permanent new construction within districts should not conflict with commercial
- farming and should be limited to residences, farm buildings and direct marketing
farm stands. New development should also not disrupt agriculture operations and
should have a scale compatible with an active farming district.

Two Agricultural Production Districts in or near urban areas, the Lower Green River Valley and Sam-
mamish Valley, were designated in'the 1985 Comprehensive Plan, and those designations have been
retained here. The development rights fom many, but got all, of the parcels in these two Districts
have been purchased through the Farmlands Preservation Program. See Technical Appendix H for
informtion on the Lower Green River Agricultural Production Districts. '
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- % RL-303  King County should continue to commit resources and efforts to preserve Agricul-
tural Production District parcels in or near the Urban Growth Area because of their
high production capabilities, their progimity to markets, and their value as open:
space.
RL-304{ Agricultural Production Districts are comprised of blocks of contiguous farmiands
where agriculture is supported through the protection of agricultural soils and
related support services and activities. Rosds and natural features should be used as
boundaries for Agricultural Production Districts to reduce the possibility of conflicts
with the adjacent land uses. Conversion to other uses should oceur only wheri it can
be demonstrated that such lands are no longer suitable for agricultural purpogses and
that their removal will net diminish the efTectiveness of farming within the Agricul-
tural Production District boundaries. Conversion of Agricuitural Production District
land may only occur if mitigated through the addition of agricultural land sbutting |
King Couaty Agricultural Production District of equal acreage, and of equal or ‘
greater soils and agricultural value. '

- -

Agriculture requires large parcels of land to allow for production which is profitable and sustainable.
For soils primarily suited as pasturs for dairy operations at least 60 acres appears to be needed for
commercial production. For soils suitable for row crops or other livestock, 35 acres is needed for
full-time wholesale commercial production of berries or vegetables. Specialty agricultural products,
products that are direct-marketed and part-tirpe farming enterprises generally need less acreage to be
profitable.

)

RL-303  Lands within Agricui.aral Production Districty should remain in parcels large
eaough for commercial agriculture. Clustering of new dwelling uaits should be

I eacouraged, In areas particularly suitabie for dairy farming, a density of one
dwelling unit per 60 acres or clusters of lots at an average density of one dwelling
unit per 60 acres may be preferable to current zoning. Where the potential for full-
time commerclal crop production exists, density should be one dwelling unit per 35
acres, Where extensive subdivision and development of parcels has already
occurred, the density should be one dwelling unit per 10 acres, The County should
Rccommodate the need of farmers to provide on-site housing for employees, where
this can be accomplished without unnecessarily removing Iand from agricultural use
or conflicting with other public interests, King County should work with theAgr
cultural Commission to implement any changes in zoning by Decembey 31, 1995,

In order to further maintain agd enhance commercial farming on small farmland parcals, farmers and
prospective farmers must bave access to information on marketing and production strategies for small
Acreages, the potential for specialty crops and ecological farming techniques. '

RL-306 King County should support the work of Washiagton State University Cooperative
"+ Kstension for technical and marketing assistance for small-scale commercial farmers

- 105 -

e



- AMERICAN ‘FARMLAND 14135869332 07/14 '99 16:50 NO.742 14
» JUL 14 °93 12:11PM 12862962516 P.5

Public road and utility projects within and through Agricultural Production Districts need to be
designed to prevent disruption to agriculture. For example, roads with adequate shoulders and signs
to protect farm equipment from faster vehicles reduce coaflicts with agriculture. Therefore, road and
utility district capital facilities and plans, including water, waste water and drainage, need to epsure
that services are consistent with preservation of long-term agriculture. (Chapter Eight, Facilities and
Services, contains policies requiring special district plans to be consistent with land use plans.)

RL-307 Public services and utilities within and adjacent to Agricultural Production Districts
(APDs) should be d-~igned to minimize significant adverse impacts on agriculture
and to maintsin total farmland screage and the area’s historic agricultural charac- .
ter.

a.  Whenever feasible, water lines, sewer lines and other public facilities should
svoid crossing Agricultural Production Districts. Installation should be timed
to minimize negative impacts on seasonal agricultural practices; and '

b.  Road projects planaed for the Agricultural Production Districts including
additional roads or the widening of roads should be limited to thote needed for
safety and which benefit agricultural uses, Where possible, arterials should be
routed around the APDs. Roads that cross APDs should be aligned, designed
and maintained to minimize negative impacts on agriculture, and to support
farm traflic; and ,

~2¢.  In cases when public or privately owned facilities meeting regional needs must
intrude into Agricultural Production Districts, they should be built and located
to minimize disruption of agricultural activity. '

Parks and farms are not necessarily good neighbors, since park users can trespass and damage crops,
animals and farm equipment. Recreation near and within districts can be planned to prevent trespass.
For example, a park located across a rivet or ravine from an Agricultural Production District or a farm
would have a pleasant view of farmland without encouraging trespass.

RL~308  Active recreationsl {acilities should not be located within Agriculiural Production
Districts, When new parks or trails are planned for areas within or adjacent to
Agricultural Production Districts, King County should work with farmers to mini-
mize impacts to farmland and agricultural operations.

B.  Agriculture Outside of Districts

Maay individual farms are in the Rural Area and those portions of the Urban Growth Area where low
density land uses preseat fewer conflicts with agriculture. Continued farming on such parcels is -

encoursged through residential zoning that maintains large lots and Jow densities, and treats farming as
a permitted yse. '

In the Urban Growth Ares where medium to bigh density land uses make farming on lands outside of

districts difficult, King County can offer inceatives to retain farming s a desirable use. For example,

density bonuses may be an incentive for cluster developments that conserve a parcel of productive

fa.qnlmd. Whea opportunities for continued farming are assured through plat restrictions or consers
* vation eayements, King County can plan adjacent land uses to reduce conflicts for farming.
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RL-309 Because of the variety of public benefits, King County should offer incentives to con-
serve farmiands outside of Agricultural Production Districts. When permanent con-
servation of a parcel of farmland is assured, adjacent 1and use proposals should be
designed to minimizs conflicts with agriculture. ,

King County has limited remaining areas with prime farmland soils critical for highly productive agri-
culture, especially near Urban aress.

RL-310 The remaining prime farmlands in the Urban Growth Area should be evaluated in
1995 for their potential value for food production. Thosc areas that could continue
to perform small-scale agricultural activities, such as market gardens, small-scale
livestock operations, community pea patches-or a3 educational or research farmus,

sitall be zoned for agri. .iture.

C.  Agricultural Practices

Agricultural practices modify the natural environment in order 1o produce food or fiber or maintain .
livestock for humasn use. Ideally, practices that maintaio the productivity of the lands also protect
environmental quality. Farmers, techrucal advisors and environmental regulators must work together
to understand the relationships between production practices, environmental protection and profit
ability. These practices, referred to 2s Best Management Practices, are designed to prevent erosion,
retain riparian vegetation, avoid stream bank collapse, properly dispose of unirnal wastes, safcly use
and dispose of pesticides and prevent excessive surface water runoff. :

N

RL-311 On an on-going basis, King County should develop incentives, educational programs
and other methods to encourage agricultursl practices which maintain water quality,
protect public health, protect fish and wildlife habitat, protect historic resources and
prevent erosion of valuable agricultural soils.

4

IV. Mineral Resources

Iﬁipg County contains many valuable minera! resources, including deposits of coul, sand, rock, gravel,
silica, peat, clay, metallic ores and potentially recoverable ges and oil. Mining and processing these
deposits is an important part of King County's economy, currently providing hundreds of jobs and pro-
ducing materials used locally, regionally and nationally. Mining also has historic significance, in that it
provided the impetus for past development in many parts of King County.

Four main steps are necessary 1o maintain and enhance commercial minaral resource industries. First,
mineral resource sites should be conserved through designation and zoning. Second, it is necessary to
prevent or minimize land use conflicts between mining, processing and related operations and sdjacent
llgd uses. Third, operational practices are necessary that protect eavironmental quality, fisberies and
\ylldleo, but are balanced with the ceds of industry. Finally, mining areas noed to be reclaimed ina
tumely and appropriate manner.
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DESCRIPTION

Purchase of Agricultural Conservation Easement
{PACE) programs compensate property owners
for restrictions on the future use of their land.
One of the biggest challenges in administering
PACE programs is figuring out how to pay for
them. This fact sheet describes an innovative
financing plan that helps jurisdictions stretch
available funds while offering unique benefits

to landowners.

What it is

An installment purchase agreement (IPA) is an
innovative payment plan offered by a handful of
jurisdictions with Purchase of Agricultural
Conservation Easement (PACE) programs. IPAs
spread out payments so that landowners receive
semi-annual, tax-exempt interest over a term of
years (typically 20 to 30). The principal is due at
the end of the contract term. Landowners also
can sell or securitize IPA contracts at any point
to realize the outstanding principal. The IPA
financing plan won the Government Finance
Officers Association Award for Excellence in
1990.

How it works

The day before settlement, the jurisdiction sets
the rate for the interest paid to the IPA holder.
The rate is typically pegged to the current return
on U.S. Treasury bonds. However, counties and
local governments can set a minimum interest
rate, or “floor,” to provide participating farmers
with additional security.

Jurisdictions can purchase zero-coupon bonds to
cover the final balloon payments. “Zeroes” do
not generate regular interest income. Instead,
they yield a lump sum when the bond matures.
Because zero coupon bonds cost a fraction of
their face value, the public entity leverages avail-
able funds. “Zeroes” with a face value equal to
the purchase price are usually purchased the day
before sertlement.

At settlement, the landowner grants the jurisdic-
tion a permanent agricultural conservation
easement in exchange for an IPA. Then the
jurisdiction begins making tax-exempt interest
payments twice a year. The balance of the
purchase price is paid to landowners at the end
of the agreement. The landowner may sell or
“securitize” the IPA on the municipal bond
market to recover the outstanding principal
before the end of the agreement.

HISTORY

Howard County, Maryland, pioneered IPA as a
strategy to fund its PACE program in 1989. By
1987, the county’s five-year-old farmland protec-
tion program had stalled. Lump-sum payments
were no longer a competitive option for farmers
due, in part, to dramatic increases in land prices.
Later that year, county officials met with a finan-
cial advisor to explore ways to make the most of
accumulated tax revenues and reinvigorate the
program. The advisor combined installment pay-
ments and the purchase of zero coupon bonds
with the county’s traditional funding mecha-
nisms. Working with the county executive,
county agencies and bond counsel to refine the
proposal, the plan was announced in May 1989.
Workshops were held for interested property
owners over the next few months and the
County Council approved the first round of IPAs
in November. To date, 81 agreements have been
executed in Howard County, adding 9,200 acres
to the 7,500 protected before the IPA program
was created.

Based on the Howard County model, Harford
County, Md., Burlington County, N.J. and
Virginia Beach, Va. have developed IPA programs
to stretch public funds for farmland protection.
In addition, Pennsylvania’s statewide farmland
preservation program is crafting an IPA program.
In the spring of 1999, Pennsylvania legislators
earmarked $500,000 to support this effort.

The Farmland Information Center is a public/private partnership between American Farmland Trust and the USDA
Natural Resources Conservation Service that provides technical information about farmland protection.
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For more information on install-
ment purchase agreements
contact:

Evergreen Capital Advisors, Inc.
34 Chambers Street

Princeton, New Jersey
08542-3700.

7 (609) 279-0068

.x: (609) 279-0065
Email:
patoconnell@umswordco.com

For information about farmland
protection techniques contact

AFT's technical assistance service.
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FUNCTIONS AND PURPOSES

IPAs are intended to make PACE programs
competitive with developers by providing unique
financial and tax advantages. In addition, this
payment option enables jurisdictions to use
accumulated and future dedicated revenues to
protect land while it is still available and
relatively affordable.

ISSUES TO ADDRESS

Authority and Approvals

In general, state and local governments can

enter into IPAs if they have the authority to issue
general obligation bonds. Because IPAs constitute
long-term debt, agreements typically require the
same approval process as bonds. Laws governing
the issuance of bonds vary from state to state.
Some states require approval by the legislature,
the voters or both. For more information,
contact state agencies that regulate municipal
bond issuance, bond counsel or independent
investment banking or public financial advisory

firms.

Funding

An IPA program requires dedicated funds to
cover the interest and principal payments.
Howard County uses proceeds from a local real
estate transfer tax and the county’s share of a
statewide agricultural transfer tax to supporr its
program. Virginia Beach relies on revenue from
a property tax increase and a tax on cellular
phone use.

BENEFITS

+ Landowners may defer capital gains taxes until
they receive the principal for the purchase
price. This keeps a larger proportion of the
proceeds “working” or earning interest.

- The semi-annual interest paid on the outstand-
ing balance of the purchase price is exempt
from federal, state and local income taxes and
can provide a supplementary income stream.

- Landowners can liquidate their IPA prior to the
end of the agreement.

- IPAs can be transferred to heirs and are useful
in estate planning.

- The package of financial and tax benefits
offered to landowners could enable them to net
more than they could through a traditional cash
sale. These benefits may encourage landowners
to accept less than the appraised value for their
easements.

- IPAs stretch public funds. By deferring principal
payments, public entities can buy more ease-
ments while land is available and relatively
affordable. Also, by purchasing “zeroes”
jurisdictions spend a fraction of the negotiated
purchase price at closing and leverage available
funds.

DRAWBACKS

- [IPAs require a dedicated funding source to

cover the interest payments.

- An IPA program may take up to six months
to develop.

- Bond counsel, a paying agent and a financial
advisor will have to assist in each settlement.
The estimated cost of each transaction includ-
ing fees and charges by rating agencies ranges
from $5,000 to $20,000. These costs can be
higher—on a percentage basis—than the costs
to issue bonds for a cash-purchase program.

- Because IPAs are backed by the full faith and

credit of the jurisdiction, each agreement may
require the same approval process as general
obligation bonds.

American Farmland Trust works to stop the loss of productive farmland and to promote farming practices that lead to a

bealthy environment.
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T d Protectlon Strategies’

Creating a Farmland
Protection Package

We have examined public and private farmland protection tools and programs,
and we have discussed how different tools can work together for a more pow-
ertul and etfective approach to keeping land in farming. In this chapter. we sum-
marize the strengths and weaknesses of 2ach tool. We then present examples of
strategies for the most common farmland protectlon situations: the strong
far*mng community, the medium-strength farming communiry. and the weak
farming community. Finally, we warn about some potential pl[f&ﬂb with farm-
land protection programs.

The most successtul tarmland protection programs employ several tech-
niques in a coordinated package and enjov long-term commitment from
landowners, pohtmans and the community. Any one technique alone cannot
achieve protection for more than the short run. And some techniques, if used
alone, can actually encourage development. For example, as described earlier, a
property tax break could be used by land speculators to lower the cost of hold-
ing farmland while waiting for the value of the land for development to rise.

A strategic package ot techniques should be designed to ensure that:

* protection efforts are cost effective: the benefits of protection are

achieved ar a reasonable cost
* a critical mass of farmland is protected: enough farmland and farmers
for efficient farming and to enable farm support businesses to survive
* protection is durable over the long run
land prices for farm expansion and the entry of new, voung farmers are

affordable

Each farmland protection technique has advantages and disadvantages (see
table 13.1). It is important to understand the potential benefits and drawbacks
of these techniques. When a community uses a package of techniques, some of
the disadvantages are canceled out. For example, one shortcoming of offering
property tax breaks on farmland is that they may go to short-term land specu-
lators; but in states with purchase-of- development-rxghts programs, the same

tax breaks also go to owners of permanently preserved farmland that is limited
to farm uses.

-4
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- Now that you have seen how the individual tools and techniques work, it is time
to put them together in a package that reflects a community’s goals and



TABLE 13.1
Advantages and
Disadvantages of
Farmland Protection

Tools

Protection Tool Benefits Drawbacks

Comprehensive Plan An organized way to identify 'Not legally binding, May be

) good farmland and set " changed or ignored by

o T growth and protection goals. planning commission or
Serves as the basis for land elected officials as they
use regulations. rule on development pro-
) posals. ;
Differential Assessment of Modest incentive to keep land  Land speculators and hobby
Farmland in commercial farming.

Agricultural Districts

Right-to-Farm Law

Agricultural Zoning

Urban Growth Boundaries

Purchase of Development
Rights

Transfer of Development
Rights

Private Land Trusts and

Conservation Easements

Provide exemption from local
nuisance ordinances. QOften
tied to differential assess-
ment Limits on some other
taxes and sewer and water
lines. Greater protection
from eminent domain.

Protects farmers from nuisance
complaints for standard
farming practices.

Limits nonfarm development.
Can protect large areas of
farmland at a low public

COst.

Discourage sprawl. Promote
more compact development
that is cheaper to service.

Provides permanent protection
of farmland and pumps cash
into the farm and farm
economy.

Developers compensate farm-
land owners. Creates perma-
nent protection of farmland.

Can provide permanent land
protection. Can forge public-
private partnerships.

farmers may qualify, unless
a standard of 25 or more
acres or farm income of
more than $10,000 a vear
1s used.

Strictly voluntary.
Landowner mav withdraw
at any time. Little use near
urban areas.

Does not stop complaints
from nonfarm neighbors.
May not protect major
changes in farm operations
or new operations.

Local governments can re-
zone land out of agricul-
ture or cancel agricultural
zoning. Landowners may
complain about “equity
loss™ or the lack of com-
pensation.

Agreements on boundaries
between cities and coun-
ties may be difficult to
reach.

Cost may be high. May be
difficulr to protect a crit-
ical mass of farmland.

Difficult to establish, espe-
cially where development
is scattered. Opposition by
landowners in receiving
areas.

Shortage of money. May rely
too often on limited devel-
opment. May create is-
lands of protection, not
protect a critical mass or
contiguous lands.

!
!

Area P:

~

Recomn
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, objectives of how and where to grow. A “no growth” option is not legal. The

e package should strike a balance between protecting farmland and accommo-
dating development. This balance depends on local politics, the courts,
r landowners, the economics of farming, and development pressure.

The three strategies discussed here are designed for the most common
farmland protection situations. Above all, a community must decide whether its
goal is to protect working farmland or to protect open space. If farmland pro-
oss tection is the goal, the community should employ techniques to encourage the
continuation of farming as an mdustrv. Protecting farmland also does protect
open space, which is often i important for public support. But if farms cannot
remain profitable, thev will be developed and open space will diminish.

Open space, however. includes a host of nonfarm properties such as small
parcels, forests, wetlands. steep slopes. wildlife preserves, parks, and trails. If
open-space protection is the true goal, the community should modify the tech-
niques in table 13.1 {especially the type of zoning) in crafting a package for

maintaining open spaces.

Strategy One: Maintaining a Strong Farming Community

wi
.

s, Area Profil: A strong farming community. Low to moderate development pressure. Land

holdings are still mostiy in large ownerships of over 100 acres and in con-

i tiguous areas of over 1,000 acres. Farm support businesses are adequate.
i Farmers want to continue farming. This is usually a rural community or an ex-
ul- urban community with some long-distance commuting to urban or suburban
aral employment centers.
1av . . .
v Recommended Set of Tools: * comprehensive planning by the township or county
m- * urban growth boundaries or village growth boundaries

* agricultural zoning of one building lot per 25 acres or per 50 acres; max-
es imum building lot size of 2 acres
e * purchase of development rights and /or transfer of development rights
’ * agricultural districts
e * preferential farmland taxation with a stiff rollback penalry for conver-
rit- sion to a nonfarm use

* relief from sewer and water assessments

* right-to-farm law
‘?e:t * agricultural economic development, such as farmers’ markets and
on by community-supported agriculture projects
g
g:::{_ . Lancaster County, Pennsylvania
s L Lancaster County, Pennsylvania, is the only jurisdiction in the nation that has
aot = all nine of these farmland protection tools. In 1996, American Farmland Trust
S:L - recognized Lancaster County’s farmland protection efforts with a national

achievement award. According to Bob Wagner of the American Farmland Trust,
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“Lancaster County is setting the pace for farmland preservation in the United
States.”>

Lancaster covers 603,000 acres of southeast Pennsylvania and contains
some of the most productive farmland in the United States. It is the leading

“agricultural county not only in Pennsylvania but in the entire Northeast, with

over $680 million a year in farm goods sold. It is also the narion’s number one

' nonirrigated farrm'ng county. Lancaster County farming features the produc-

tion of dairy products, chickens, and hogs and ranks in the top ten among
counties nationwide in the production of these commodities. There are 4,700
farms in the county and about 380,000 acres in farm use. Farm support busi-
nesses are strong and serve farmers within a radius of up to 100 miles.

Lancaster County is no stranger to developmenc pressure. T he county has a
population of 450,000 and is expected to have 545,000 people by the vear
2010. It lies sixtv miles west of Philadelphia, America’s fourth-largcst city, and
each vear the Philadelphia suburbs creep closer. Accommodating development
as efficiently as possible without conflicting with the farmland base is a major
challenge.

Although countv-level planning is essentially advisory, all forty-one town-
ships. nineteen boroughs, and the city of Lancaster have comprehensive plans.
The comprehensive plans spell out community goals and objectives for accom-
modating growth and protecting farmland. The plans show where each com-
munity intends to develop land.

To date, a dozen urban and village growth boundaries have been created be-
tween boroughs and their surrounding townships. The boundaries indicate
where urban-r}'pe public services, such as sewer and warer, will be provided.
Within the boundaries. growth is encouraged, and there should be sufficient
buildable land for the next twenty vears. T he boundaries create a more compact
stvle of development, which is cheaper to service and doesn’t waste land. The
arcas within growth boundaries may eventually serve as receiving areas in
transfcr-of—de\'elopmcnr-rights programs. Interestingl}‘, the county’s purchase-
of-devclopmcnt-rights program has helped to create parts of urban growth
boundaries and hence channel development in desired directions, away from
productive farmland.

Agricultural zoning is found in thirty-nine of Lancaster County's forty-
one townships and covers 320,000 acres or 54 percent of the entire county.
Agricultural zoning next to the growth boundaries reinforces the boundaries
and makes Ieapfrog development less likely. Most townships employ a zoning
standard of one building lot of up to 2 acres for every 25 acres owned. Agri-
culrural zoning allows some nonfarm uses but of a type and density that does
not interfere with neighboring farm operations. Because there have been few re-
zonings of land our of agriculture, agricultural zoning has dovetailed well with
the county’s purchase—of-development—rights program and with Manheim
Township’s local transfer-of—development-rights program. Agricultural zoning
helps to buffer “preserved” farms from encroaching development, and it is es-
sential in creating sending areas from which to transfer development rights.
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Alchough agricultural zoning does not offer compensation to landowners
for restrictions placed on their land. the purchase or transter-of-development-
rights does provide compensation and has softened opposition to agricultural
zoning.

In turn, agricultural zoning has helped to keep the cost of buying develop-
ment rights within reason. Lancaster County has paid an average of $2,000 an
acre for development rights since 1989. This is about one-third the average
price paid in neighboring Chester Couny, which has little agriculrural zoning
and typically allows one dwelling per 2 acres in rural areas. .

The Lancaster County Agricultural Preserve Board and the nonprotit Lan-
caster Farmland Trust have been aggressive in acquiring development rights to
farmland. These organizations have succeeded in preserving over 23.000 acres
of farmland, with 19,000 acres held by the county and 4,000 acres held by the
Trust. Since 1989, Lancaster Councy has received over $20 million in funding
to buy development rights under a state program, and the county commis-
sioners have added over $7 million. Three blocks of over 1,000 acres of pre-
served farmland have been formed. and parts of urban growth boundaries have
been created by preserving the land for farming. The county has a backlog of
170 landowners who have applied to sell their development rights.

Lancaster County has over 120.000 aczes enrolled in voluntary agricultur-
al districts. While agricultural districes are not a substiture for agricultural zon-
ing, they offer attractive benefits at no cost or restriction to the landowner. In
Lancaster’s case, land enrolled in a district does not qualify for differential
assessment. Instead, landowners receive greater protection from eminent-
domain actions by government agencies. local governments agree not to enact
nuisance ordinances that would restrict normal farming practices, and landown-
ers are eligible to apply to the county government to sell their development
rights.

Differential assessment is important for keeping farm property taxes af-
fordable. Pennsylvania has a “clean and green” law that allows counties to assess
farmland at its use-value for property tax purposes. In Lancaster County, most
of the land that qualifies for use-value assessment is also zoned for agriculture,
meaning the tax breaks apply to farmland that will be protected at least for the
medium term.

Since 1976, Pennsylvania has provided relief to farmers when water and
sewer lines are extended past their property. Usually a landowner must pay a fee
based on each foot of line that runs through the property. For a farm owner,
this fee can be a whopping burden and has driven out many farmers in the
greater Minneapolis—St. Paul area, for example. In Pennsylvania, farmers pay a
fee based only on the road frontage of their house.

Pennsylvania has a right-to-farm law, which is further strengthened in agni-
cultural districts to give farmers some legal protection against nuisance com-
plaints by nonfarm neighbors. Though the right-to-farm law is not foolproof,
it meshes with agricultural zoning and agricultural districts to indicate that
farming is the preferred land use in the area.
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PHOTO 13.1
Part of a 1,300-acre
cdﬁﬁgﬁous block of
preserved farmland in
Lancaster County,
Pennsylvania. :

Agriculrural economic development is important to support the prof-
xtabdm of farm operations. Although federal farm programs and interest-rate
pohcxes are dominant, state and local governments can promote the markering
of farm produce through farmers’ markets, direct sale to consumers, and
communit\‘-supported agriculture projects. Lancaster County has thriving farm
stands and farmers markets and some community- >upported agriculture pro-
jects. The Lancaster Chamber of Commerze s the nation’s only ehapter that has
a full-time agricultural services position charged with dev clopmo markets for
farm products.

The Lancaster County success storv depends on leadership from the town-
ship officials who adopted and have maintained agricultural zoning. the county
commissioners who formed and continue to fund a purchase-of-development-
rights program, the state legislators. the citizens who formed the private, non-
profit Lancaster Farmland Trust, and the capabie farmers who have shown a
long-term commitment to agriculture.

Strategy Two: Maintaining Some Farming in an
Increasmglv Suburban Comrnumtv

Area Profile: A moderate-strength farming community. Moderate to heavy development
pressure. Land holdmos are fragmented with some large ownershxps of over
100 acres and a consxderable amount of scattered residential and commercial
development. Farm support businesses are adequare but may not remain so for
long. Some farmers want to continue farming; others don't see much future in
it. This is an ex-urban bedroom community within commuting distance to
urban and suburban employment centers.
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INTRODUCTION

The Genesee County Agricultural and Farmland Protection Board undertook this analysis
of the County’s agricultural industry as a component, and supplement, to the County’s
Agricultural and Farmland Protection Plan. In doing this, the Board acknowledges both
the important economic role that agriculture playsin the County, but also the vital role
that farm profitability plays in maintaining the County’s critical land resources.
Recommendations from this study will be used to support and devel op-innovative
agricultural programming that promote successful farms. The outcome of thisanalysisis
encompassed in the following elements of the “ Agricultural Development Plan.”

The “Agricultural Development Plan” uses a study of empirical data, case studies, in-
depth interviews with key industry players, and an analysis of industry trends to establish
a 10-year strategic vision for Genesee County agriculture including a series of short-term
action items. Collectively, these action items will direct cooperative efforts among
private and public sector’ stargeted at improving the economic climate facing farmers and
agribusinesses. This ambitious plan for the future of Genesee County agriculture
supports an expanding mission of the Farmland Protection Board:

To investigate methods to support, promote, develop and preserve the
agricultural industry in Genesee County.

To be successful in this endeavor, the study team identified six key focus areasin
which to undertake 38 new initiatives or renew current efforts. These six focus
areas are;

Economic Devel opment
Business Development

Policy and Planning

Work Force Development
Public Outreach and Education
Regulation and Legisation

This document addresses each of these areas with respect to a Ten-Y ear Objective and a
Five-Year Action Plan. The Ten-Y ear Objective sets the tone for the overall plan and
provides long-term guidance for implementation. The Five-Y ear Action Plan isthe work
plan, the current and immediate portion of the plan. These are presented together so that
the reader can understand how the long-range goals will be implemented.

The following project background informs the reader of the processes and information
used to develop this plan.
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PROJECT BACKGROUND

Recommendations in this strategic plan are drawn from empirical and anecdotal evidence
collected during the study period of July 1, 2000 through November 16, 2000.
Interpretations of this data were utilized in preparing the Ten-Y ear Objective and Five-

Y ear Action Plan and in developing evaluation benchmarks.

Also critical in this analysisis the definition of agriculture that motivates the agricultural
programs in Genesee County.

DEFINITION OF AGRICULTURE

This study uses a broad definition of agriculture that includes al aspects of the cultivation
and production of plant material and animal products; the marketing, processing and
distribution of these products; and other secondary on-farm activities, (i.e., agricultural
tourism, forestry, and aquaculture.)

EMPIRICAL INFORMATION

A dtatistical analysis of the region was conducted using information from the United
States Census of Agriculture, Bureau of Economic Analysis, Regional Economic
Information System, and County Business Patterns. Information from these sources was
adjusted for rural and urban bias and inflation. Trend analysis was conducted over the
last twenty years. In addition, the study utilizesthe IMPLAN input-output model to
characterize the indirect and induced impacts of agriculture on the broader economy.

The statistical analysis can be found in Appendix A and is broken down into the
following categories.

1. Section 1: Financial Summary
2. Section 2: Characteristics and Structure
3. Section 3: Secondary Industry Impact

Furthermore, Orleans County, New Y ork and Wyoming County, New Y ork were chosen
as analogs to Genesee County and are used as a comparative benchmark. These counties
were chosen due to similarities in farm size, community, and crop characteristics.

ANECDOTAL INFORMATION

Interviews were conducted with approximately 80 farmers, agricultural service
professionals, public officials, and other interested parties throughout the region
(Appendix B). Information was gathered on individual perceptions of the agricultural
industry, potential for future growth, and the impact of public policy. Thisinformation
was used to validate trends discovered in the empirical analysis as well asto discover
underlying issues of importance to the industry.
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Individual comments focused on seven broad issue areas. The seven issue areas are
labor, land use, marketing, finance, education and training, regulation, business
development, and infrastructure. The viewpoints expressed ranged from pessimistic to
optimistic. One commonality among the farmers interviewed was the desire to continue
farming and pass the farm on to the next generation. Interview results are integrated into
the recommendations of the “ Agricultural Market Analysis and Strategic Plan.” For
more detail, refer to the following A ppendices:

1. TAB 4. Strengths, Weaknesses, Opportunities, and Threats Summary
2. Appendix C: Agricultura Economic Development Case Studies
3. Appendix D: Industry Practice Summaries

PLAN REVIEW AND REVISION

In order for a strategic plan to be effective over the long-term, it must be a dynamic, living
document. To maintain its focus and vision, the Genesee County Agricultural Development Plan
should become an integral part of the Agricultural and Farmland Protection Board’ s annual work
plan and should be supported by county, state and local agencies. The Agricultural and
Farmland Protection Board should work with the County Legislature, the Office of Planning,
Cornell Cooperative Extension, the Soil and Water Conservation District, Genesee County IDA,
and othersto develop specific, measurable goals and to report progress toward those goals on an
annual basis.

Furthermore, the Agricultural and Farmland Protection Board should undertake a periodic review
of progress made toward fulfilling the long-term priorities set forth in this document and to
update them as appropriate to current conditions. It is further recommended that the review
process be open to the public as a means to receive up-to-date input.
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MAJOR FINDINGS

Despite the high pace of regional development and the disappointing performance of
commodity markets, Genesee County has maintained, and in many cases, grown a strong
and vibrant, agricultural economy. Thisis supported by the fact that agriculture and
agriculturally related industries account for nearly 30% of all private and public sector
economic activity in Genesee. Simply stated, agriculture is a mainstay of the county
economy. Much of this success can be attributed to a proactive, core group of
agricultural entrepreneurs.

This section of the Genesee County Agricultural Development Plan takes a snapshot of
current economic conditions in Genesee County; the strengths, weaknesses,
opportunities, and threats (SWOT) facing the industry, as well asalook at agricultural
development initiatives in selected jurisdictions around the United States.

ECONOMIC IMPACT

Agriculture in Genesee County, New Y ork, is alarge and extensive industry consisting of
500 farm enterprises on over 170,000 acres of farmland. In 1997, the last year for which
comprehensive datais available, Genesee County’ s farm output totaled over $140 million
and employed nearly 1,200 people on the farm. Along with the direct impact to the
economy, Genesee' s farm economy contributed an additional $63 million and employed
another 900 workers through related industries.

While much of the U.S. farm economy has been adversely impacted by declining real
prices, increasing production costs, and dwindling farm incomes, Genesee County’s
farming sector has largely overcome these pervasive trends. Between 1987 and 1997, red
farm receipts in Genesee County increased by $19 million while expenses increased only
$4 million. As aresult, average farm income in Genesee County has increased 130
percent between 1987 and 1997. By comparison, U.S. farmers, as a group, have seen
average farm income increase only 30 percent over this same time period.

However, not all of Genesee County’ s farming sector remains immune from problems.
Dairy farming, in particular, has been adversely impacted by rising costs and declining
real milk prices. Since 1987, 35 percent of all Genesee County dairy farms went out of
business accounting for half of all farmslost. Some of these dairy farms likely switched
to alternative crops. The increase in vegetable production in Genesee County has been
especially pronounced. Between 1987 and 1997, vegetabl e acreage has increased 40
percent while cash receipts from vegetable sales have increased nearly 70 percent. The
shift away from primary commaodities like dairy to higher valued products like vegetabl es
has been a primary factor in improved farm profitability for the County.

If Genesee County’s farming sector evolves away from dairy and towards vegetables, this
has important impacts for the local service economy. For one, expenditures by the
vegetable farming sector tend to be more localized as compared to the dairy farming
sector. On average, 44 cents of every dollar spent by the Genesee County vegetable
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farming sector remains in the County, while 23 cents of every dollar spent by the dairy
farming sector remainsin Genesee County. This disparity arises from the dairy sector’s
reliance on feed and feed products (60 percent of expenditures), which islargely
imported from outside of the County.

Along with expenditures being more localized from the vegetable farming sector, the
demands of the vegetable sector differ significantly from dairy. Vegetable farms rely on
different agricultural service firms which provide custom work such as pesticide
applications. As vegetable production has grown in the County, so too has the number of
agricultural service firms— up 40% between 1987 and 1997.

Other agricultural sectorsincluding food processors and input suppliers play an important
rolein thelocal Genesee County economy. Dairy processing, especially condensed and
evaporated milk, remains an important agricultural sector producing $424 million and
employing 885 individuals. In addition, farm equipment and the frozen/canned fruits and
vegetables sectors combined to produce over $110 million per year and employed over
600 individuals. In aggregate, agriculturally related sectors contributed nearly $600
million in output and almost 2,000 jobs during 1997.

KEY ECONOMIC FACTORS (1997)

Farming Sector Output Output Employment | Employment
(Million $) | Multiplier Multiplier

Dairy Farm Products $51.1 1.33 190 2.30

Hay $17.8 1.47 503 1.22

Cattle $5.1 1.58 45 1.75

Grain and Oilseed Crops $10.6 1.48 115 1.55

Other $6.9 1.44 76 154

V egetables $49.4 1.54 265 2.58
Total Direct Impact $140.9 1,194

Indirect |mpact 63.4 1.45 919 1.77
Total Impact 204.3 2,113

To see acomplete economic analysis, please refer to Appendix A.

SWOT ANALYS'S

SWOT analysisisatool used by strategic planners and marketers to assess the
competitive environment of aregion, industry, business, or product. Itisavery simple
technique that focuses on the Strengths, Weaknesses, Opportunities, and Threats (SWOT)
facing Genesee County agriculture.

For the purpose of this study, the strengths, weakness, opportunities, and threats were
assessed for the agricultural industry overall to include production agriculture as well as
agricultural support industries. The SWOT criteriaidentified are drawn directly from the
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study team’ s interviews with the agricultural industry and public officials. As such, this
analysis should be considered an industry self-assessment.

SWOT ANALYSISMATRIX

INTERNAL FACTORS

Strengths Weaknesses
Physical Environment Tax Structure
Human Capital Regulatory Burden
Infrastructure Development Patterns
Demographics Complicated Political Structure

Economic Strength

Regional Planning

Public Sector Support

Risk Capital / R&D Funding

Agricultural Region L abor

Location Utilities
Development Pressure Water Supply/Access
Supportive Community Land Competition

Diversified Production Base

Land Fragmentation

Research and Devel opment

Worker Education

Agricultural Education

Transportation Corridors

Stable Land Base

Land-Use Planning

Market AccesyInformation

Risk Management

Finance

Grain Marketing Facilities

Cooperative Industry

Farm Consolidation

EXTERNAL

FACTORS

Opportunities

Threats

Venture Devel opment Development Potential
Industry Consolidation Regional Competitiveness
Product Development/R& D Management Recruitment

L abor Force Development

Water Resources

Finance

Commaodity Prices

Management Training

Industry Consolidation

Regional Land-Use

Declining Markets

L eadership Devel opment

Energy

Public Education

Neighboring L and-Use Controls

Economic Devel opment Support

International Market Access

Regional Demographics

Farm Consolidation

Processing Capacity

Alternative Energy

The complete SWOT analysis can be found under Tab 4.
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CASE STUDIES AGRICULTURAL DEVELOPMENT PROGRAMS

The ACDS study team feels that a brief overview of selected public and private sector
development initiatives proves as an instructive introduction to agricultural development.
The study team interviewed and eval uated the best practices employed by selected
agricultural viability projects throughout the United States. Summaries of these programs
are provided below.

LOUDOUN COUNTY, VIRGINIA

L oudoun County has had an agricultural development program for 10 years. The
Agricultural Development Program has operated under the guiding principles of several
strategic plans. Policy work, agritourism programs, advice to farmers, publications and
the development of afarmers market system are key program areas of the Agricultural
Development Program. Production of marketing guides, listings of specialty producers,
spring and fall farm tours and awebsite are the primary tools of the program and have
proven very successful. Recent full color glossy publications include Spring Farm Tour
and Product Guide 2000, Loudoun Valleys Color Farm Tour and The Loudoun Wine
Trail. Their two newest programs are the farmland viability program and the Purchase of
Development Rights Program. The Agriculture Development Program conducts 5 major
events throughout the year. These events target non-agricultural citizensin an effort to
educate and increase their awareness of the agricultural industry.

ONEIDA COUNTY, NEW YORK

Oneida County has had an Agricultural Development Program for two years. However,
the current Agricultural Development Program Officer has been in place just several
months. The Agricultural Development Program is focusing on farm propagation, food
processing and manufacturing for enhancing the agricultural industry. The Agricultural
Development Officer islooking at market opportunities, like the niche ethnic markets
from New Y ork City to Detroit, for rekindling meat packing in the state. The
Agricultural Development Program has worked out a program that provides local
agricultural products to the state prison system. The institutional markets provide a great
market outlet, however, the downside is that they shop for price.

MASSACHUSETTS FARM VIABILITY ENHANCEMENT PROGRAM
The Massachusetts Farm Viability Enhancement Program has been in place 5 years. This
program is a competitive process and to date, there are 105 farms with business plans,
10,000 acres under protective covenants, and an average projected increase in income of
$19,000 per farm. In 2000, an additional 34 farm operations will be participating in the
program. Farm viability plans are devel oped by teams of agricultural, economic and
environmental consultants who make recommendations on ways of increasing farm
income through such techniques as improved management practices, diversification,
direct marketing, value-added products and agritourism. Funding is made available to the
farmer to implement the plan in exchange for an agricultural use covenant on the

property.
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THE AMERICAN WHITE WHEAT PRODUCERS ASSOCIATION
American White Wheat Producers Association (AWWPA) is a producer-owned
marketing cooperative formed in 1988 in Atchison, Kansas. Their mission isto develop
white wheat markets for their producers. Currently, there are 300 farmersin this closed
cooperative. AWWPA's primary goal isto add value, getting their farmer-members
product further up the marketing chain. Recognizing the importance of the customer,
AWWPA has spent the last ten years perfecting an identity preserved, targeted delivery,
process for value-added white wheat products.

THE TILLAMOOK COUNTY CREAMERY ASSOCIATION

The Tillamook County Creamery Association (TCCA) is an open member cooperativein
only two counties - Tillamook and Clatsop, Oregon. The TCCA has araw milk supply of
175,000 gallons/day from 150 members with herds averaging 135 cows. These grazing
dairies lead the nation in milk quality. The TCCA isanationa marketer of naturally
aged cheddar and avariety of other cheeses, butter, and an extensive line of premium ice
cream, sour cream and yogurt. Marketing tools include full colored recipes and gift
catalogs. Employeesinclude 45 professional and over 350 non-professional employees
that staff their manufacturing plant. The plant processes 1.5 million pounds of fresh milk
daily, seven days per week. One million visitors tour the manufacturing plant each year
and make direct purchases, which adds to the premiums received by the members.

TCCA represents about one-third of all milk produced in the state of Oregon. One
hundred percent of all the milk produced goes to the creamery in Tillamook County.
Members, however, do deliver skim milk to other coops. The TCCA had $199 millionin
total sales and handled 635 million pounds of milk in 1999. Members receive anywhere
from $1.00 to $2.00 more for their milk above the Federal marketing order.

VIRGINIA’S SHIPPING POINT FARMERS MARKET SYSTEM

In 1985 the Virginia Department of Agriculture conducted the Virginia Wholesale
Farmers Market Feasibility Study. The study concluded that there was a need for
farmersto look into supplemental crops such as varieties of fruits, vegetables, greenhouse
and nursery stock. The agricultural industry needed to position itself to take advantage of
the large consumer base, 60% of the U.S. population, that was within 700 miles. The
purpose of the farmers’ market system was to provide growers the opportunity to grade,
pack and cool products to meet retail and wholesale buyers' specifications.

IOWA STATE AGRICULTURAL SUPPORT PROGRAMS

The State of lowa has been actively supporting innovations in agriculture through the
lowa Agricultural Development Authority (IADA) and the lowa Agricultural Finance
Corporations (IAFC) since 1981. During the last two decades, lowa has financed over
$200 million in agricultural and agriculturally related improvements using a combination
of capital instruments. The stated reason lowa has engaged in such a comprehensive
approach isto “facilitate private investment capital in this under-served industry.” The
primary tools employed by the IADA and the IAFC are: 1.) the tecTERRA Food Capital
Fund, 2.) the Value-Added Agricultural Products and Processes Financial Assistance
Program, and 3.) the Aggie Bond Program.
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INDUSTRY TRENDS

DAIRY

>

Annual per capita consumption of fluid milk declined from 31 gallonsin 1970 to 24
galonsin 1996.

Cheese consumption increased by more than 140 percent between 1970 and 1996,
from 11 pounds to 28 pounds per person.

Vertical integration in the dairy industry is creating market opportunities for value-
added products such as cheeses, ice cream, and other dairy products.

Anincreasing trend of producers selling directly to retailers and consumersis
accompanied by larger premiums for their products.

USDA implemented adairy forward contracting pilot program for milk marketed
under the Federal milk marketing order August 1, 2000 through December 31, 2004.

Strategic alliances among marketing firms are necessary to maintain efficiency and
manage costs due to consolidation in the marketing sector.

LIVESTOCK

>

Graded, commingled feeder cattle sales allow the small producer to benefit from the
price advantage of selling feeder cattle in larger, more uniform lots.

The last few decades have seen the major cattle feeding areas follow packing
facilities as they move west, with the exception of Pennsylvania. The feeder cattle
producer ultimately pays the cost of transportation to the feedlot.

Livestock producers may expect closer public scrutiny in the areas of water quality,
animal well-being and nuisance ordinances due to growing population.

Quality Assured feeder cattle programs are a successful alternative to commingled
sales by offering buyers a certified value-added product. The valueis added in the
form of improved animal health program and more consistent genetic characteristics.

Quality Assured feeder cattle bring additional premiums when compared to similar
weights, breeds, and grades of cattle in other special graded sales.

Opportunities exist in stocker cattle that are grown primarily on forages. Thegoal is
to add pounds cheaply with forage. The major resource critical to the operation isan
abundant source of high quality forage.
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GRAIN & OILSEED

>

The grain and oilseed sector is predicted to change more than any other sector in the
next ten years due to changes in marketing, handling, and industry structure.

The rate of new product introductions has increased with the baking industry,
introducing approximately 1,000 new products annually.

Consolidation has placed 65% of flour milling and 76% of soybean processing in the
hands of the four largest firms. Over the last 15 years, this consolidation resulted in a
12% drop in the number of grain elevators.

The grain market is adapting to the new and unigue product requirements for specific
grain qualities and traits by intermediate and end consumers.

As identity preserved grain marketing grows, the system will change from a
commodity system into a product system.

Therole of service firmsis becoming more important as alink between seed
company, farmer, handler, food manufacturer, and consumer.

Opportunities for greater vertical integration are apparent at all levels of grain and
oilseed marketing including a greater use of new generation cooperatives.

NURSERY & GREENHOUSE

>

Nursery and greenhouse production are two of the fastest growing agricultural sectors
in Genesee County ( 78% and 44% respectively) and the State.

Nursery production offers expanding market opportunities throughout the
northeastern United States and Mid-Atlantic Region.

Local growth trends for native and indigenous plants are expected to increase. As
well, growth is expected to increase for herbs, bedding plants, and wetland plants.

Genesee County |leads neighboring jurisdictions in nursery/greenhouse devel opment,
but lags devel opment in more urbanized areas of New Y ork.

Marketing nursery and greenhouse products is dominated by price-competitive large
box retailers with expanding opportunity for niche/quality oriented retailers.

Wholesaling is generally relationship driven and lacks a focused regional market
presence.
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PRODUCE

>

>

Per capita consumption of fresh produce increased 12 percent during 1987-97.

During the 1989-98 period, the per capita consumption of apples dropped 10%,
peaches 17% and grapes 8%.

Growers and shippers who provide consistent volume, packaging and grading can
receive improved prices and long term buying relationships.

Growers can reach markets that were once not accessible in a matter of one or two
days with improved technology from the field to the packing shed and transportation
system.

The demand for value-added, fresh cut, and ready to eat prepared foods continues to
increase dramatically due to the high cost of labor and the importance of home meal
replacements.

Consumer demand for local, retail farmers markets and direct farmer interaction is
increasing. Thistrend isled by the consumers desire for high quality fresh products
aswell as adesire to understand how the crop was produced.

REGULATIONS

>

The Food Quality Protection Act of 1996 established a strong, health-based saf ety
standard for pesticide residues in all foods and has had the most profound impact on
the production practices of fruits and vegetables.

0 A major component of this Act isthe Consumer Right to Know. The
Consumer Right to Know requires distribution of a brochure in grocery stores
on the health effects of pesticides, how to avoid risks, and which foods have
tolerances for pesticide residues based on benefits considerations.

0 There-registration process with the new tolerance levels and reduction in
benefits will and has reduced the number and types of pest management tools
for the agricultural community.

0 Theprimary change in food safety management is the early adoption of
Hazard Analysis and Critical Control Point (HACCP) planning in both fresh
produce marketing and value-added processing. Despite the fact that the
produce industry is not subject to mandated HACCP planning, many
institutional and large wholesal e buyers have made it a requirement.
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RECOMMENDATIONS

The following recommendations should be considered a menu of options for agricultural
development opportunities. The study team realizes that the County will not be able to
implement all aspects of the recommendations, but expects that this list should spark a
debate that helps to further classify, refine, and prioritize agricultural development
initiatives. Aspriorities are developed, key agencies should adopt them as part of their
individual work plans, and the County should integrate them into its Master Plan. Itis
also noted that the commitment and support of the County along with the towns and
industry is critical to the success of this plan as well as the |and-use recommendations
included in the “ Agricultural and Farmland Protection Plan”.

Note: Each recommendation includes a priority ranking which is based on the frequency
and urgency of issues identified during the study; cost considerations address funding
issues, exclusive of personnel requirements, based on the study team’s experience; and
responsibility which is based on the logical agency(s) to oversee implementation.

ECONOMIC DEVELOPMENT

Ten-Year Objective

Create an economic environment where traditional and non-traditional agricultural
operations thrive using afull complement of economic and business development tools.
Economic Development initiatives will focus on devel oping value-added agricultural
production, strengthening industry profitability, integrating farming and non-farming
communities, encouraging agricultural operations with high returns to the community,
increasing wages and proprietor’ sincome, supporting supplier/vendor networks, and
enhancing the quality of life.

Five-Year Action Plan

Recommendation 1: Promote I nnovative Financing Options

Genesee' s agricultural industry shows signs of outgrowing the region’s existing capital
resources, which consist mostly of community banks and the Farm Credit System. This
isdue largely to the concentration of large, diversified farming operations as well as the
presence of numerous entrepreneurial agricultural and agriculturally related business. As
farm size and agricultural innovation continue, the region’s lack of equity and equity/debt
hybrid financing may become a limiting growth factor.

In an effort to support these businesses, the County, lead by the Industrial Devel opment
Authority, should examine methods to enhance private investment as follows:

1. Support the development of aregiona capital network focused on linking
regional investors with agricultural entrepreneurs and providing alternative
financing for agricultural and agriculturally related businesses. Specific functions
of the network should include “deal making” aswell as:

a. Angel investor training.
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b. Entrepreneurial training.
c. Network development to enhance business access to middie market
finance.
d. Professional service provider/advisor network.
e. Investment pool management (Optional).
2. Advocate for changesin New Y ork State legislation to establish:
a. Targeted investment tax credits or incentives for agricultural and
agriculturally related purposes.
b. AGGIE bond authority to support new and beginning farmers programs.
c. New York Agricultural Capital Fund modeled after the lowa's
agricultural finance and support programs including tecTERRA Food
Capital Partners.
3. Support regional finance innovations through research, training, and partial
guarantees such as:
a. Venture banking/Angel banking (Appendix E).
b. Blended factoring/Purchase order financing (Appendix E).

Priority Level 1: Begin program design and advocacy in the first two program years.
Implement new regional program in year 3.

Cost Considerations: Start-up will require extensive staffing resources and may
necessitate hiring additional staff resources familiar with entrepreneurial development,
regional funders, professional service providers, and equity finance. Set-up costs should
be shared regionally and may be supported by a matching grant from the Department of
Agriculture and Markets.

Responsibility: Primary coordinating responsibility should reside with the Industrial
Development Authority (IDA).

Recommendation 2: Retain, Expand, and Recruit Agribusiness

Retaining existing businesses is widely considered the best and cheapest form of
economic development. A stable or growing local industry is one of the most powerful
business recruitment tools available. The retention, expansion, and recruitment plan
should be updated to specifically address value-added food production; food
consolidation and distribution; and farm support industries, such as equipment and seed
dealers, and milling. This plan should be based on a targeted marketing study that
highlights the County’ s comparative advantages in distribution, production, processing,
and support services. Efforts should focus on the County’ s two most prominent
agricultural sectors; dairy and vegetable.

Priority Level 1: Immediate action in early program years.

Cost Considerations: This recommendation would require moderate to high levels of in-
house staffing depending on the level of outside consulting used. Outside consulting
should be budgeted at approximately $20,000 - $30,000.

Responsibility: Primary responsibility should reside with the IDA with support from
Empire State Devel opment.
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Recommendation 3: Create a Resear ch and Development Grant Program
Genesee' sinnovative agribusinesses are a hotbed of entrepreneurial development.
However, funding to support early stage product development, technical services, and
commercialization islimited. By creating a competitive grant program that enhances
existing programs, the County can further benefit from this economic engine.
Specifically, this program should support areas of weaknessin feasibility research,
market studies, engineering support, patent filing, and prototype development.
Demonstrated areas of interest, as defined by existing businesses, include aternative
energy, process design, waste management, product improvement, and crop research.

Priority Level 1. Immediate action in early program years.

Cost Considerations: This recommendation would require sponsoring atechnical review
committee and moderate levels of in-house staffing. A pilot budget of $50,000 should
be administered in the first several yearsto evaluate the utility of the proposed program.
Responsibility: Primary responsibility should reside with Cornell Cooperative Extension
(CCE) with support from the IDA.

Recommendation 4: Integrate Business Support Services

Federal, state, and local incentive programs and support systems exist to assist new,
expanding, and relocating firms. Genesee County should help farmersto identify and
access these programs by providing updated program information through periodic
resource mailings, individual counseling, and website.

Priority Level 1: Immediate action in early program years.

Cost Considerations: This recommendation would require moderate levels of in-house
staffing to research and disseminate information. A publications budget of $3,000
should be allocated.

Responsibility: Primary responsibility should reside with Cornell Cooperative Extension
with support from the IDA and Genesee Chamber of Commerce.

Recommendation 5: Explore Regional Labor Recruitment Options

Farmers throughout the region express concern over the apparent shortage of qualified
farm labor. Thisissueisnot isolated to Genesee County and the solution will not come
directly from Genesee County. However, given Genesee County’ s prominence in the
industry, the County should lead aregional, private-public partnership to study labor
recruitment efforts. Three options should initially be considered.

» Labor aggregation and transportation from regional low employment centers.

» Labor recruitment from low employment areas such as Puerto Rico and other U.S.
Territories.

> Development of INS screening stations to certify employment status.

Priority Level 1: Immediate action in early program years.
Cost Considerations: This recommendation would require moderate levels of in-house
staffing and should be within the current budget.
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Responsibility: Primary responsibility should reside with IDA with support from the
CCE, Genesee Farm Bureau, and Genesee Chamber of Commerce.

Recommendation 6: Study Labor Training Needs

Asfarm operations in the region continue to transition, employment training will risein
importance. Asthistrend continues, an assessment of training needs should be
conducted on a biannual basis. In addition, the County may wish to consider labor
training grants to support the many operations that use private trainers to currently fulfill
this need.

Priority Level 2: Begin programin year 2 or 3.

Cost Considerations: This recommendation would require low levels of in-house
staffing and a biannual budget of approximately $1,000 for survey instruments.
Responsibility: Primary responsibility should reside with the Agricultural and
Farmland Protection Board with support from the, CCE, Genesee Community
College, IDA and Genesee Chamber of Commerce.

Recommendation 7: Prepare SBDC and SCORE Counselorsto Work with Farmers
Aggressive regional lending combined with the instability of commodity markets and
rapid expansion of unsecured lending (credit card/revolving credit) may cause near-term
farm liquidity problems. Asaresult, Small Business Development Center (SBDC) and
Service Corps or Retired Executives (SCORE) counselors should be briefed on issues of
farm debt workouts and other farm support issues.

Priority Level 2: Begin in program year 2 or 3.

Cost Considerations: This recommendation would require low levels of in-house staffing
and a budget of approximately $1,000 for materials.

Responsibility: Primary responsibility should reside with CCE with support from the
IDA, New York Farm Net, New York Farm Link, local creditors, and MyV esta.

Recommendation 8: Support L eader ship Development

The success of Genesee' s agricultural industry is adirect function of its exemplary
agricultural leadership. Maintaining the quality of leadership and refreshing it with new
leadersis critical to continued success. It isrecommended that the County support,
through scholarships, leadership training while providing continued opportunities for
young leaders to serve the industry.

Priority Level 2: Begin program in year 2 or 3.

Cost Considerations: This recommendation will require approximately $4,000 in annual
appropriations.

Responsibility: Primary responsibility should reside with the Agricultural and Farmland
Protection Board.

Recommendation 9: Support Improvementsto Rural Utilities
Changes in technology and operational scale are heightening grower awareness of
deficienciesin rural utilities. Specific limiting factors are the quality and cost of electric
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service and the unavailability of high speed internet services. The County should support
private and public sector efforts to improve these services.

Priority Level 3: Begin program in year 3 through 5.

Cost Considerations: This recommendation would require a minimum level of in-house
staffing.

Responsibility: Responsibility for advocacy rests with County Planning, IDA, and CCE.

Recommendation 10: Study Water Use | ssues

In some areas of the county, farmers are experiencing decreases in water quality as well
as increasing competition for ground and surface water resources making water a
limiting production factor in the future. Increased pressure on water resources may
compromise both the quantity and quality of the resource. Expansion and concentration
of agricultural enterprises will also increase the need to access this resource, thus
necessitating the need for awater study.

Priority Level 3: Begin program in year 3 through 5.

Cost Considerations: This recommendation would require moderate levels of in-
house staffing and a budget of approximately $30,000 - $40,000 for hydrology
engineering services.

Responsibility: Responsibility for conducting the study should rest with County
Planning.

Recommendation 11: Seek State Support for a Regulatory Impact Review

Recent and dramatic changesin federal and state regul ations have significant impact on
farm viability. Many of these impacts are not clearly understood, though their impact is
considered significant by the industry. Genesee County along with other Western New
Y ork jurisdiction should seek state funding for areview of key policies and devel opment
of aregulatory clearinghouse. A farm advisory group should be formed to determine
which regulations to review; however, environmental, labor, health, trade policy are
likely research candidates.

Priority Level 3: Begin program in year 3 through 5.

Cost Considerations: This recommendation would require moderate levels of in-

house staffing and a budget of approximately $25,000 - $50,000 for technical

support.

Responsibility: Responsibility for conducting the study should rest with the IDA since
the analysis will focus on economic impacts.

BUSINESS DEVELOPMENT

Ten-Year Objective

Genesee County farmers will have access to world class operational support, training, and
financing to maintain and nurture continued economic viability.
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Five-Year Action Plan

Recommendation 1: Conduct Business Management Training

High quality business and financial management skills are crucial to the long-term
success of the region’s farms. Specifically, middle and senior management skills should
be supported through aggressive use of structured, targeted seminars; roundtables; and
distance learning protocols. The County may also wish to explore the possibility of
making a satellite location available to aregional University for the purpose of
periodically running an executive MBA program for agribusinesses.

In an effort to support these training initiatives, the County, lead by Cornell Cooperative
Extension and the Genesee Community College, should consider partnering with
professional societies and regional universities to offer the following training:

L abor management and recruitment,
Communications,

Capital markets and finance,
Marketing & sales,

Public policy & advocacy,
Transition planning,

Risk management, and
Negotiations.

YVVVVVYVYYVYYV

Priority Level 1: Open an immediate dial ogue between senior managers and responsible
agenciesto verify need. Begin programsin the first two program years.

Cost Considerations: Services should be offered on a cost recovery basis.
Responsibility: Cornell Cooperative Extension and Genesee Community College.

Recommendation 2: Develop Industry Specific Short Courses

Genesee County farmers indicated that properly designed and delivered educational
opportunities are not readily available in the region. Infact, many indicated areadiness
to pay appropriately higher training and education fees to access such courses.
Therefore, it isrecommended that a dialogue with industry leaders, agricultural
educators, and other service providers be started to identify the training needs of the
industry, such as the following:

Hedging strategies,

Labor management,

NxLevel Agricultural Entrepreneurship Training (Cornell),
Computer skills,

Web devel opment,

HACCP in dairy and vegetable operations,

Speaking and understanding foreign languages on the farm,
Estate planning, and

Conducting market research.

VVVVVVVVY
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Genesee Community College and Cornell Cooperative Extension should work together to
fulfill the continuing education and training needs of the community. Together, these
organizations must commit to an industry that undergoes constant change and take the
necessary steps to participate in upgrading the potential for entrepreneurial success.

Priority Level 1. Immediate action in early program years.
Cost Considerations: Services should be offered on a cost recovery basis.
Responsibility: Cornell Cooperative Extension and Genesee Community College (GCC).

Recommendation 3: Identify and Access Product Development Resour ces

A significant number of Genesee farms are engaged in or considering specific product
development initiatives. Many of these initiatives are specific to value-added food
products. The County should assist this process by identifying a network of food
technologists, nutritional consultants, engineers, marketers, financiers, and others that can
professionally support thistrend. Speakers should be identified for quarterly brown bag
lunches focusing on particular issues of products development, launch, distribution, etc.

Priority Level 1: Immediate action in early program years.

Cost Considerations: Program would use limited in-house resources to identify and
establish a network.

Responsibility: Cornell Cooperative Extension and IDA.

Recommendation 4: Study and I mprove Production Service Response

The most common theme among Genesee farmers is the lack of responsiveness/relevance
of Cornell University/Regional level production support. Infact, many farmers
guestioned the value of continued County funding of University support given the fact
that most farmers have turned to private consultants to fill this need. Thisissue should be
examined by the local association and a recommendation be made to the County
legislature for improving the relationship or reprogramming funds to other agricultural
programs.

It isimportant to note that county staff is held in high regard by the agricultural
community.

Priority Level 1: Immediate action in early program years.

Cost Considerations: The County should allocate $5,000 to conduct a blind survey of
farmers using an outside polling organization such asthe New Y ork Agricultural
Statistics Service. In-house staff and the association board should use existing resources
to determine recommendations.

Responsibility: Cornell Cooperative Extension.

Recommendation 5: Engage a Grant Writer

Encouraging innovation at all levels of government and industry is important to long-
term success in the County. Innovation requires funding from non-traditional sources.
These opportunities are available to local governments and individual farmers through
foundation, federal, state, and local level funding programs. Success in obtaining these
fundsis generally enhanced by using the services of a professional grant writer. Itis
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suggested that the County negotiate a set rate with a professional agricultural grant writer
to perform these services for farmers and agribusi nesses.

Priority Level 2: Begin programin year 2 or 3.

Cost Considerations: Program would use limited in-house resources to negotiate grant
writing rates and approximately $500 to advertise services.

Responsibility: Cornell Cooperative Extension.

Recommendation 6: Provide Individual Counseling

Most farmers felt that the industry could benefit from access to qualified business
planning and consulting resources. While most of the required private professional
resources exist in Genesee, access to a different level of services may benefit those
farmers who can not articulate their need for or even afford professional services.
Therefore, peer mentors, SCORE, and SBDC counsel ors should be specifically trained to
provide business development services and professional service network access to the
agricultural industry. Such a program should be jointly directed by Cornell Cooperative
Extension (CCE) and the IDA.

Priority Level 2: Begin programin year 2 or 3.

Cost Considerations: This recommendation would require moderate levels of in-house
staffing and should be within the current budget.

Responsibility: CCE and IDA.

PLANNING AND POLICY
Ten-Year Objective

Genesee County, towns, and incorporated municipalities should coordinate all policy and
planning efforts to support the County’ s number one industry, agriculture. These efforts
should be formally adopted in al relevant County plans. Furthermore, the County
recognizes that policies set outside of its boundaries, whether at the regional or state
level, can have profound impacts within the County. Therefore, the County should
support stronger regional planning efforts.

Five-Year Action Plan

Recommendation 1: Integrate County Plans, Policies, and Programs
Genesee County and numerous towns have recently engaged in or are preparing to
engage in planning efforts. It iscritical for the success of any county level
programs that these policies be integrated or at |east compatible in the foremost.
Thiswill require that County Planning actively educate and re-educate key policy
makers and periodically cross reference planning documents. This policy should
extend to economic development programming, infrastructure planning, zoning
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requests, and many other public sector issues. The study team believes that the
underlying policy document should be the County’s Smart Growth Plan.

Priority Level 1: Immediate action in early program years.

Cost Considerations: This recommendation would require moderate levels of in-
house staffing.

Responsibility: Primary responsibility rests with the Department of Planning and
the Agricultural and Farmland Protection Board.

Recommendation 2: Direct Consistent and Supportive Land-Use Policies

As Genesee County agriculture continues it current transformation, it will be important
for the County and each town to support its growth through land-use policy and planning.
The County should actively engage all jurisdictionsin this effort. The precedent is
currently being developed through Smart Growth planning and the county water plan.
Thistrend should be supported through improved comprehensive planning and policy
research investigating such issues as incentive zoning, agricultural production zoning,
and amendments to the special exceptions process (use of performance criteria).

Priority Level 1: Immediate and ongoing.

Cost Considerations: This recommendation would require moderate levels of in-
house staffing and should be within the current budget.

Responsibility: Department of Planning and the Agricultural and Farmland
Protection Board.

Recommendation 3: Advocate for Appropriate Infrastructure Development
Farmersin Genesee County are focused on two broad concerns regarding
infrastructure development depending on their geography. These concerns are
public utilities and traffic patterns. While most growers do not suffer direct and
immediate consequences from these, many are concerned that they will become a
significant impediment to conducting business operations and expansion. Of
primary concern are the impact of improvements on land-value and the ability to
access transportation infrastructure. The Department of Planning and the
Agricultural and Farmland Protection Board should form an infrastructure study
group to review the effects of current and expected improvements on the
agricultural industry. Following this analysis, the committee should develop a
white paper to assist the County and towns in planning improvements.

Priority Level 1: Immediate action in early program years.

Cost Considerations: This recommendation would require moderate levels of in-
house staffing.

Responsibility: Department of Planning and the Agricultural and Farmland
Protection Board.

Recommendation 4: Study Funding M echanisms
If the County is to meet the objectives of the Agricultural and Farmland
Protection Plan, it must find a means to financially support this plan beyond
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existing revenues and grant funding programs. Therefore, the County should
begin an effort to create specific revenue streams in support of these programs. In
addition, the County should be thoughtful about leveraging its existing and future
revenues with grant resources at the state, federal, and foundation levels. The
study team recommends that the County study the following revenue options:

1. Methods that capture revenue from transient populations.
a. Amusement taxes/entertainment fees targeted at large tourist
venues.
b. Feestargeting regional communications infrastructure such as
cellular taxes.
2. Methods that assess costs to new development
a. Agricultural land transfer tax paid for land removed from
agricultural production.
b. Development mitigation fees.
c. Water and sewer assessments for new devel opments outside of
smart growth areas.
d. Agricultural land preservation fee.
3. General revenue sources.
a. Salestax redistribution.
b. Real estate transfer tax.
c. Incentive zoning.
d. Dedicated property tax assessment.
4. Other considerations
a. Tax abatement.

It isimportant to note that most communities, after being given the opportunity to
study the economic, environmental, and social values of having aviable
agricultural industry, are willing to dedicate, by referendum, discreet revenues to
agricultural preservation and development efforts. Also, a combination of
sources may be necessary to accomplish the goals of the plan.

Priority Level 1: Immediate action in early program years.

Cost Considerations: This recommendation requires significant in-house
resources and a possible series of fiscal impact studies. Costs are estimated
between $50,000 and $150,000 to run various revenue scenarios and develop
legidlative support information.

Responsibility: Primary responsibility resides with the Department of Planning
with support provided by the County Assessors Office, Cornell Cooperative
Extension and the IDA.

Recommendation 5: Accommodate L abor Housing

Labor is one of the limiting factors in continuing agricultural industry expansion,
especially asit relates to vegetable production. One of the components restricting
labor isthe lack of availability of migrant labor housing. The County should
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support local zoning that permits higher density labor housing in proximity to
consumer services and existing infrastructure.

Priority Level 1: Immediate action in early program years.

Cost Considerations: This recommendation would require moderate levels of in-
house staffing.

Responsibility: Department of Planning and the Agricultural and Farmland
Protection Board.

Recommendation 6: Encourage Regional Planning and Cooper ation
Genesee County does not exist in avacuum and the agricultural industry does not
exist only within the context of Genesee’s political boundaries. Regional
development trends, consolidation of land ownership, changes to neighboring
jurisdictions’ zoning ordinances, economic development incentives, and sprawl
from regional employment centers can and isimpacting the County. Genesee
should actively encourage its neighbors to engage in a continuing regional
dialogue managing this process. Thiswill help Genesee manage change and in
some cases will promote regional programs thus reducing the cost to Genesee
County.

Priority Level 2: Begin programin year 2 or 3.

Cost Considerations: This recommendation would require moderate levels of in-house
staffing and should be within the current budget.

Responsibility: Department of Planning, CCE and IDA.

Recommendation 7: Advocate I ncreasesin State Purchase of Development Rights
(PDR) Funding

Degspite the fact that Genesee is not under tremendous conversion pressure, farmers
realize that the pressure to develop is evident in surrounding jurisdictions. In fact, given
the large land holdings of individuals in Genesee County, significant devel opment
pressure could surface almost instantaneously. In light of this, the County should
advocate increases in state funding to facilitate the County’ s ability to react to these
expected changes. Once the County has established a program, increased state funding
will enhanceits viability. Note: Farmers view PDR as alternative financing method.

Priority Level 2: Begin program in year 2 or 3.

Cost Considerations: This recommendation would require moderate levels of in-house
staffing and should be within the current budget.

Responsibility: County Planning and CCE.
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WORK FORCE DEVELOPMENT
Ten-Year Objective

Develop innovative programs to address fundamental issues of labor supply, regulation,
training, and employment benefits.

Five-Year Action Plan

Recommendation 1: Conduct Regulatory Compliance Wor kshops

Complying with personnel laws, labor housing, and hiring immigrant labor are three
troublesome issues addressed by farm operators. Currently, fear of the regulatory
structure isasignificant barrier to full employment of the available labor pool.
Increasing the working knowledge of these businesses through specialized short courses
would reduce many of these burdens.

Priority Level 1. Immediate action in early program years.

Cost Considerations: This recommendation would require low to moderate levels
of in-house staffing and a budget of approximately $2,000 - $3,000 for providing
technical manuals and program facilitators.

Responsibility: CCE and GCC.

Recommendation 2: Advocate for Improved Secondary Education

Part of the farm labor shortage includes access to a skilled, local labor force. This labor
force was formerly trained by the secondary education system. In the last decade and a
half, farmers have seen this source of labor shrink precipitously. The County should
encourage the Board of Education to support specific vocational training in support of the
local agricultural base. In addition, the school systems' guidance counselors should be
trained on the opportunities available to students, both Regents' scholars and BOCES
students, in modern agriculture.

Priority Level 1: Immediate action in early program years.

Cost Considerations: This recommendation would require low to moderate levels
of in-house staffing and a budget of approximately $3,000 - $5,000 for providing
training materials to counselors.

Responsibility: Primary responsibility should rest with CCE with support from the
Chamber of Commerce.

Recommendation 3: Develop Distance L earning M odules

New entrants to the labor force, especially non-native English speaking populations, may
need additional training resources delivered at the work place on an as needed basis.
Developing specific distance learning courses for these individuals in English and foreign
language modules will assist growers and manufacturers and may provide arevenue
generating opportunity. Early modules may include:
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Basic English for farm labor,

Basic Spanish for labor managers,

Licensing training (i.e., applicators licensing),
Plant and insect identification, and

Post harvest handling.

VVVYVYY

Priority Level 2: Begin programin year 2 or 3.

Cost Considerations: This recommendation would require high levels of in-house staffing
and significant development resources which may not be recovered through product
sales. A development budget of $25,000 should be considered.

Responsibility: CCE, BOCES, and GCC.

Recommendation 4: Open Regional Dialogue on Management Recruitment

Farmers and agribusinesses throughout the region complain about the difficulty of
recruiting and retaining qualified management. Thisisalimiting growth factor and may
cause some firmsto relocate instead of expanding operations locally. This seemsto be an
industry-wide issue and should be addressed economy-wide.

Priority Level 2: Begininyear 2 or 3.

Cost Considerations: This recommendation would require moderate levels of in-house
staffing and should be within the current budget.

Responsibility: CCE and IDA.

PUBLIC OUTREACH AND EDUCATION

Ten-Year Objective

Develop innovative programs to address appropriate opportunities for education and
training for farm and non-farm agricultural constituents focused on increasing public
awareness and support for agriculture, Genesee’ s number one industry.

Five-Year Action Plan

Recommendation 1. Expand Existing Programsto Educate Policy Makersand the
General Public

Genesee County through Cornell Cooperative Extension and the Chamber of Commerce
currently provides exemplary public outreach and education. However, the non-farm
public continues to expand faster than the farming public. Increasing the frequency of
contact with policy makers and the public, especially school aged children, will help set
the conditions for a growing appreciation of the agricultural industry. It isrecommended
that Cornell Cooperative Extension expand its in-school efforts to target high school aged
students. Additionally, Cornell and the Chamber of Commerce should undertake a
periodic policy memorandum to keep policy makers updated on agricultural issues.

Priority Level 1: Immediate action in early program years.
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Cost Considerations: This recommendation would require high levels of in-house staffing
and a program budget of approximately $10,000. Consideration should be given to grant
resources and program sponsorships.

Responsibility: CCE and the Chamber of Commerce.

Recommendation 2: Conduct Advanced Training in Economic Development and
Land-Use Planning

Policy makers and public employees throughout the County and towns have varying
levels of understanding about economic development and land-use. Prior to seeking
significant, long-term program support for Agricultural and Farmland Protection Plan, it
is recommended that a concerted effort to educate local |eaders be undertaken.
Specificaly, the study team recommends conducting a one day to one and half day
training seminar using subject specialiststo develop aregiona understanding of the
concepts embodied in this report.

Priority Level 1: Immediate action in year 1.

Cost Considerations: This recommendation would require moderate levels of in-house
staffing to organize the conference and a program budget of approximately $6,000.
Consideration should be given to grant resources and program sponsorships.
Responsibility: Department of Planning, CCE, and IDA.

Recommendation 3: Develop and Promote Public Infor mation Packets

Continued regional development isincreasing the potential for land-use conflicts.
Education is considered to be the best way to minimize these conflicts. Itis
recommended that the County develop web based information packets and public service
announcements to educate the general public about agricultural practices and the
importance of agriculture to the community. Conversely, farmers should be educated
about the needs of the non-farm public. Public Service Announcement’s should be aired
during critical times of the agricultural cycle in the County and the web based
information packets should be made available to the general public, specificaly to real-
estate agents and wel come wagons who may act as afirst point of contact with new
residents. Thefirst information packet developed should address key elements of the
Cost of Community Services Study and Economic Impact Study.

Priority Level 1: Immediate action in year 1.

Cost Considerations: This recommendation would require high levels of in-house staffing
during development and a program budget of approximately $5,000. Consideration
should be given to grant resources.

Responsibility: CCE, Department of Planning, and the Chamber of Commerce.

Recommendation 4: Create a Neighbor Relations Program

Conflicting land-uses are becoming a larger issue as new residents move in next to
farming operations, especialy animal operations. The County should review the
neighbor relations program created in the Town of Leroy and adapt elements for a
county-wide program. In addition, the County should create a community relations
packet for farmers that describes best management strategies for dealing and
communicating with non-agricultural neighbors.
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Priority Level 1: Immediate and ongoing.

Cost Considerations: This recommendation would require moderate levels of in-house
staffing and a budget of approximately $5,000 for the development and printing of
informational packages.

Responsibility: CCE and Department of Planning.

Recommendation 5: Develop an Agricultural Highlights Video Series

As Genesee County becomes less agrarian and more transient, it will become
increasingly more important to educate residents about the importance and diversity of
local agriculture. It isaso important to notify local residents about direct marketing
activities and novel features of local farms. It isrecommended that the County develop a
series of short video presentations that focus on the unique aspects of Genesee County
agriculture. The video series should be made avail able through the Cornell website, as
well aslocal cable television and school districts.

Priority Level 3: Begin program in year 3 through 5.

Cost Considerations: This recommendation would require moderate levels of in-
house staffing for startup and an annual budget of approximately $5,000 for video
devel opment.

Responsibility: CCE and the public schools.

REGULATION / LEGISLATION
Ten-Year Objective

Develop a methodology to assist farmers in dealing with complex regulatory structures
and advocate for legislation that support agricultural development.

The County also recognizes that regulatory compliance in agriculture is complex and
many times adversarial. Federal, state and local laws frequently regulate operations with
enforcement in the hands of multiple agencies. The County would work with partner
agencies to streamline these processes and assist farmers in navigating regulations and
advocating for change.

Five-Year Action Plan

Recommendation 1: Create a Regulatory Compliance Bulletin

Farms are highly regulated small businesses that frequently lack the resources to know
and/or to understand the regulatory requirements they face. In light of this condition,
work should begin to create aregulatory compliance bulletin that describes all federal,
state, and local regulations affecting farmers at large. Furthermore, the bulletin should
list contact information for key agencies and advocates. The bulletin should be made
available online aswell asin print.

Priority Level 1: Immediate and ongoing.
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Cost Considerations: This recommendation would require moderate levels of in-house
staffing and the support of a policy intern from aregional university. The budget for
developing the compliance bulletin would be approximately $3,000.

Responsibility: Cornell Cooperative Extension, New Y ork Department of Agriculture and
Markets, Natural Resource Conservation Service/ Soil and Water District, and others.

Recommendation 2: Advocate for Local Content L egislation

Genesee County should advocate for state legislation that would require state institutions
and school systems to purchase dairy products with local dairy content. Thiswould help
to maintain the Class | milk utilization rates in the region.

Priority Level 1: Immediate action in early program years.

Cost Considerations: This recommendation would require moderate levels of in-house
staffing and a budget of approximately $1,000 - $2,000.

Responsibility: 1DA and the Chamber of Commerce.

Recommendation 3: Advocate for Improved Energy Policy

Genesee County farmers are exploring numerous alternative energy strategies, but are
restricted by Niagra-Mohawk (NIMO) policies that limit the sale of power back into the
NIMO grid. Inorder to open the grid to co-generated power, Genesee County should
explore the issues and advocate ways to open the NIMO distribution grid to farm
generated power while compensating these power producers at a market rate for
conditioned power.

Priority Level 2: Begin programin year 2 or 3.

Cost Considerations: This recommendation would require moderate levels of in-house
staffing and a budget of approximately $1,000 - $2,000.

Responsibility: CCE, IDA and the Chamber of Commerce.

Recommendation 4: Advocate for Country of Origin Labeling

Many states are now considering country of origin labeling on food products. Itis
recommended that the County should advocate for such labeling requirements. Itis
anticipated that such labeling, when combined with compliance to the Food Quality
Protection Act (FQPA), may increase the demand for local agricultural products.

Priority Level 2: Begin program in year 2 or 3.

Cost Considerations: This recommendation would require moderate levels of in-house
staffing and a budget of approximately $1,000 - $2,000.

Responsibility: IDA and the Chamber of Commerce.

Recommendation 5: Prepare Farmersfor Compliance with HACCP, Food Quality
Protection Act, and Food Safety Microbial Standards

Implementation of the Food Quality Protection Act (FQPA), Hazard Analysis and
Critical Control Point (HACCP) at the farm level, and the promulgation of food microbial
safety recommendations will both challenge farmers to change existing practices and
provide farmers with a chance to differentiate their products in what is otherwise a strict
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commodity-marketing environment. The County should sponsor awinter meeting to
review elements of the FQPA, HACCP, and other food safety standards and help farmers
position products.

Priority Level 2: Begin programin year 2 or 3.
Cost Considerations: This recommendation would require moderate levels of in-house
staffing and a budget of approximately $1,000 to $2,000.

Responsibility: CCE.
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KEY FUNDING / GRANT MAKING ORGANIZATIONS

1. UNITED STATESDEPARTMENT OF AGRICULTURE

TSQ@ho oo o

Small Business Innovative Research

Alternative Agriculture Research and Commercialization
Sustainable Agriculture Research and Education

Rural Development — Business and Industry Programs
Innovative Food and Farming Systems

Federal-State Market Improvement Program

Food Assistance and Nutrition Research Program

Rural Community Development Initiative

Natural Resource Conservation Service/ SWCD

2. United States Department of the Treasury

a
b.

Community Development Financial Institution Fund
Community Development Venture Capital Fund

3. Department of Housing and Urban Development

a
b.

JOLE
Community Development Block Grant

4. New York Department of Agriculture and Markets

a
b.

Alternative Energy Pilot Program
Agricultural Economic Development Grants

5. Empire State Economic Development

a
b.
C.

Work Force Training
Tax Incentives
Loan Discounts

6. Commodity Associations

a
b.

U.S. Soybean Board
National Corn Growers Association

7. Private Foundations

a
b.
C.

8. Other

a
b.
C.
d
e

Kellog Foundation
Philip Morris
Others — See New Y ork Grant Funder’s Manual

NY SERDA

Public Utilities

Financia Institutions
Business Service Providers

. ACE Net
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KEY SUPPORT AGENCIES

Agricultural Marketing Service, USDA

Alcohol, Tobacco, & Firearms, Bureau of

Economic Development

Business Development

Planning / Policy

W orkfor ce Development

Public Outreach

Regulation / Legislation

Western New York Vegetable Reseach Center

Cable Access

Commaodity Associations

Cornell Cooper ative Extension

Univesity of Buffalo

Farm Service Agency, USDA

Farmers

Genesee Community College

Genesee County L egidature

Genesee County Department of Public Works

Genesee County Industrial Development Authority

Genesee County Department of Planning

Genesee Farm Bureau

Food and Drug Administration

Future Farmers of America

Genesee County Farmland Protection Boar d

New York Agri-Development Cor por ation

New York Farm Link

New York FarmNet

NY Department of Agriculture and Markets

Empire State Development

New Y ork Department of Health

New Y ork Department of L abor

New Y ork Department of the Environment Conser vation

New York Real Property Services

Thruway Authority

New York Legidature

NY State Energy Resear ch and Development Authority

NY Office of Science, Technology, & Academic Resear ch

Natural Resour ce Conservation Service

Pamona Grange

Rural Development, USDA

Senior Corp of Retired Executives

Small Business Development Centers

Soil and Water Conservation Districts

U. S. Department of Housing and Ur ban Development

U.S. Department of Treasure

Copyright©, 2001: Agricultural & Community Development Services, Inc, Columbia, MD



Genesee County: Agricultural Development Plan

IMPLEMENTATION TIMELINE

I mplementation Timeline

Year 1 Year 2 Year 3 Year 4

Year 5

Economic Development
Recommendation 1 Design & Funding
Recommendation 2 Study
Recommendation 3
Recommendation 4
Recommendation 5
Recommendation 6
Recommendation 7|
Recommendation 8
Recommendation 9

Recommendation 10
Recommendation 11

Business Development

Recommendation 1

Recommendation 2
Recommendation 3
Recommendation 4

Recommendation 5
Recommendation 6
Policy and Planning
Recommendation 1
Recommendation 2
Recommendation 3
Recommendation 4
Recommendation 5
Recommendation 6
Recommendation 7 Advocacy as Needed

Work Force Development

Recommendation 1
Recommendation 2
Recommendation 3
Recommendation 4
Public Outreach / Education
Recommendation 1
Recommendation 2
Recommendation 3

Recommendation 4
Recommendation 5
Regulation & Legidation
Recommendation 1 Design Update Update
Recommendation 2 Advocacy as Needed
Recommendation 3 Advocacy as Needed
Recommendation 4 Advi as Needed
Feconmendions [ ey ]
Legend:  Program Operations
Special Notes
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CONCLUDING REMARKS

Genesee County remains one of New Y ork’s strongest agricultural counties and the industry
remains Genesee's largest and most important. Despite this strength, agricultureisin transition.
Consolidation, weak commodity markets, changing consumer purchasing patterns, and a
burdensome tax structure are major contributing factors. Genesee County must study the
opportunities inherent in these changes and plan to capitalize on the offering. Such changes will
not come without growing pains. However, once engaged, the industry will be in a better
position to succeed in the long-term.

For political and industrial leaders, the charge isto monitor this change and foster the
environment for success. The toolsto be employed are limited only by intellect and imagination
and begin with the implementation of and commitment to a strong economic devel opment

strategy.
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APPENDICES

Appendix A: Agricultural Trends Profile for Genesee County, New Y ork
Appendix B: Project Contact List

Appendix C: Agricultura Economic Development Case Studies
Appendix D: Industry Practice Summaries

Appendix E: Financial Tools Summary Sheets

Appendix F: Pending Legislation
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APPENDIX A:

AGRICULTURAL TRENDSPROFILE FOR
GENESEE COUNTY, NEW YORK
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Genesee County Agricultural Trends Profile

Introduction

Agriculture in Genesee County is being shaped by a number of trends. Some are
specific to the local area while other trends are driven by national and global forces
shaping agriculture.

This report provides a barometer on the general health of the County’s agricultural
industry. As a means of comparison, data and trends from Orleans County, New
York and Wyoming County, New York are used as a benchmark. These trends can
be used to identify strengths and weaknesses, opportunities and threats in the
farming community, as well as serve as a guide for development efforts in the future.

Agricultural Trends Profile for Genesee County, New York




Methods

The methods used to prepare this report are commonly accepted econometric practices. Data
were gathered from several federal government sources, including the Census of Agriculture, the
Regional Economics Information System (REIS), and County Business Patterns. The data were
downloaded from CD-ROM disks or from Internet sources, and imported into Microsoft Excel
spreadsheets. Here the data were adjusted for inflation, by inflating the data to recent dollars
(usually 1997 or 1998 dollars). In general, the inflator used was the Producer Price Index (PPI). In
some cases, where noted, the [Farmers] Prices Received Index (PRI) maintained by the USDA or
the Consumer Price Index (CPI) was used.

This trend profile includes an analysis of (1) the financial health of agriculture in Genesee County
(for example, sales, expenses and income trends), (2) trends in the structure of agriculture in
Genesee County (for example, change in number of farms, types of farms), and (3) an examination
of the linkages between agriculture and the balance of Genesee County’s economy .

Interpretation Note: Analytical tools chosen from one analyst to another may be different and the resulting data
vary. Furthermore, charts and graphs are subject to different interpretations. Care should be taken not to accept this
information as absolute truth. Instead, we recommend that this information be used to supplement local
stakeholders' observations, provide some new insights, and raise issues for further study.
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Summary

Agriculture in Genesee County, New York, is a large and extensive industry consisting of 500 farm
enterprises on over 170,000 acres of farmland. In 1997, Genesee County’s farm output totaled over $140
million and employed nearly 1,200 people on the farm. Along with the direct impact to the economy,
Genesee’s farm economy contributed an additional $63 million and employed another 900 workers through
related industries.

While much of the U.S. farm economy has been adversely impacted by declining real prices, increasing
production costs, and dwindling farm incomes, Genesee County’s farming sector has largely overcome
these pervasive trends. Between 1987 and 1997, real farm receipts in Genesee County increased by $19
million while expenses increased only $4 million. As a result, average farm income in Genesee County has
increased 130 percent between 1987 and 1997. By comparison, U.S. farmers as a group have seen
average farm income increase only 30 percent over this same time period.

However, not all of Genesee County’s farming sector remains immune from problems. Dairy farming, in
particular, has been adversely impacted by rising costs and declining real milk prices. Since 1987, 35
percent of all Genesee County dairy farms went out of business accounting for half of all farms lost. Some
of these dairy farms likely switched to alternative crops. Especially pronounced has been the increase in
vegetable production in Genesee County. Between 1987 and 1997, vegetable acreage has increased 40
percent while cash receipts from vegetable sales have increased nearly 70 percent. The shift away from
primary commodities like dairy to higher valued products like vegetables has been a primary factor in
improved farm profitability for the County. (continued)
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Summary (continued)

As Genesee County’s farming sector evolves away from dairy and towards vegetables this has important
impacts for the local service economy. For one, expenditures by the vegetable farming sector tend to be
more localized as compared to the dairy farming sector. On average, 44 cents of every dollar spent by the
Genesee County vegetable farming sector remains in the County, while 23 cents of every dollar spent by
the dairy farming sector remains in Genesee County. This disparity arises from the dairy sector’s reliance
on feed and feed products (60 percent of expenditures), which is largely imported from outside of the

County.

Along with expenditures being more localized from the vegetable farming sector, the demands of the
vegetable sector differ significantly from dairy. Vegetable farms rely more on agricultural service firms
which provide custom work on pesticide applications. As vegetable production has grown in the County, so
too has the number of agricultural service firms — up 40% between 1987 and 1997.
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SECTION 1

FINANCIAL HEALTH




Genesee County Gross Farm Sales
Rebound in 1997.

Genesee Farm Cash Receipts, 1987-97

B Livestock O Crops After declining in 1992, real
farm sales in Genesee County
increased by $26 million between
1992 and 1997, mostly due to
increases in crop sales. Over this
time period, real crop sales
increased $16 million while
receipts from livestock related
products increased $10 million.

Source: U.S. Census of Agriculture.

Data in 1997 dollars, using Prices Paid by Farmers
Index.

$0 -

1987
Year
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Vegetables Drive Growth in Genesee
County Crop Receipts.

Crop Receipts for Genesee County, 1987 and 1997.

W 1987 Mm1997

Million $

Corn Wheat Soy Veg.
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Nursery

Receipts from vegetable crops
in Genesee County rose $13
million between 1987 and 1997.
Traditional field crops, like corn,
wheat and soybeans posted
growth, although mostly in wheat
and soybeans as farmers planted
more acreages in these crops and
less in oats. Receipts from
greenhouse and nursery crops
slipped 16 percent.

Source: U.S. Census of Agriculture.
Data deflated by the Prices Paid by Farmers Index.

The percent change in crop receipts between 1987
and 1997 is shown on the chart.




Dairy and Cattle Sales Fuel
Growth in Livestock Receipts.

Livestock Receipts for Genesee County, 1987 and 1997.

Sales of farm dairy products
increased $4 million or 10 percent
between 1987 and 1997 in
Genesee County. Cattle sales,
although a smaller component of
livestock sales, rose nearly $3
million over this same time period.
Sales of hog and pigs fell by 19
percent.

W 1987 Mm1997

Million $
w
o

Source: U.S. Census of Agriculture.
Data deflated by the Prices Paid by Farmers Index.

The percent change in livestock receipts between
1987 and 1997 is shown on the chart.

O_

Cattle
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Genesee and Wyoming Counties See
Farm Receipts Grow, But In Different Ways.

Farm Receipts for Genesee, Orleans and Wyoming
Counties, 1987 and 1997.

W 1987 Mm@1997

Million $
o
S

(o2}
o

0 4
Genesee Orleans
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While growth in vegetable

receipts were largely responsible
for the growth in Genesee County
farm sales, Wyoming County’s
primary contributor to growth has
been dairy sales. Farm sales in
Orleans County have fallen over
the last 10 years, mostly due to a
drop in dairy sales.

Source: U.S. Census of Agriculture.
Data deflated by the Prices Paid by Farmers Index.

The percent change in farm receipts between 1987
and 1997 is shown on the chart.




Genesee County Farm Expenses Grow
Modestly in Relation to Farm Receipts.

Farm Expenses for Genesee, Orleans and Wyoming
Counties, 1987 and 1997.

W 1987 @1997

Million $
o
o

0 4
Genesee Orleans
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Although Genesee and
Wyoming County both experienced
20 percent growth in farm receipts
between 1987 and 1997, Genesee
County managed to do so with only
a 5 percent increase in
expenditures. Wyoming County
farm expenses rose 13 percent
over this same period. Farm
profitability, which is the
differences between receipts and
expenses, rose more in Genesee
County than in Wyoming County.

Source: U.S. Census of Agriculture.
Data deflated by the Prices Paid by Farmers Index.

The percent change in farm expenses between 1987
and 1997 is shown on the chart.




Genesee County Farmers Fairing
Better Than Orleans and Wyoming Farmers.

Average Farm Income for Genesee, Orleans and

Wyoming Counties. R
W 1987 eal farm income in Genesee

$60,000 County more than doubled

+131% between 1987 and 1997. While
Orleans County also posted
impressive growth in net farm
income, Wyoming County actually
$40,000 - saw farm income slip slightly over
the ten-year period.

$50,000 H

$30,000 H

$20,000 H

$10,000 A Source: U.S. Census of Agriculture .

Data in 1997 dollars, using Prices Paid by Farmers
Index.

$0 - The percent change in farm income between 1987
Genesee Wyoming and 1997 is shown on the chart.
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Farm Income Strength Keeps
Farmers Working on the Farm.

Proportion of Farms with Off-Farm Employment for

Genesee, Orleans and Wyoming Counties. L

ow farm incomes in Wyoming
County forced more farmers to
seek off-farm employment. In 1987,
44 percent of Wyoming farmers
had off-farm employment and in
1997, that number had grown to
nearly 50 percent. Genesee
County has managed to keep the
proportion of farmers employed off
the farm relatively stable at 51
percent, while Orleans County
actually had off-farm employment
fall from 55 to 51 percent.
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Source: U.S. Census of Agriculture .

Genesee Wyoming
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Genesee County Population Stable
Over the Last 20 Years.

Percent Change in Population for Genesee,
Orleans and Wyoming Counties. R

W 1978-87 m 1988-97 esident populations in Orleans
and Wyoming counties have grown
faster in the last 10 years. Since
1988, Orleans County’s population
has increased nearly 10 percent
while the population in Wyoming
County grew 5 percent. Genesee
County’s population grew at a
moderate pace of only 2 percent
over the same ten-year period.
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Source: Regional Economic Information System
(REIS).

Genesee Wyoming
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Real Farm Real Estate Values Slide
In Genesee County.

Change in Per-Acre Farm Real Estate Values for

Genesee, Orleans, and Wyoming Counties: 1987 to P _ _
opulation growth in Orleans

and Wyoming counties have
caused farm real estate values to
increase in the last ten years. Both
counties have experienced over 5
percent real growth in farm real
estate value over the last 10 years.
In Genesee County, however, farm
real estate values have slipped by
10 percent in real terms.
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Source: U.,S. Census of Agriculture.
Data deflated by the Prices Paid by Farmers Index.

Per-acre farm real estate values include land and
buildings.

Genesee Orleans Wyoming
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SECTION 2

CHARACTERISTICS AND STRUCTURE




Farm Cropland Falls Modestly In
Genesee County.

Total Farm Cropland for Genesee,
Orleans and Wyoming Counties: 1987 and 1997.
B etween 1987 and 1997,
Genesee County lost nearly 9,000
acres of cropland or 5.5 percent of
the total crop area. By comparison,
both Orleans and Wyoming
experienced a drop in crop area,
although Wyoming County lost
nearly 12 percent of its crop area
while Orleans crop acreage fell only
3 percent. However, while cropland
fell, harvested cropland actually
increased for Genesee and Orleans
counties by over 10,000 acres,
suggesting that farmland is being
used more intensively.

1,000 Acres
|_\
(o] o
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Source: U.S. Census of Agriculture.

Genesee Wyoming The percent change in total farm cropland between
1997 and 1987 is shown on the chart.
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Number of Farms Fall In Last 10 Years.

Total Number of Farms for Genesee,

Orleans and Wyoming Counties: 1987 and 1997.
W 1997 The number of farms in

Genesee County declined from 660
in 1987 to 516 farms in 1997.
However, 80 percent of the farms
that exited the industry did so
between 1987 and 1992.
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Source: U.S. Census of Agriculture.

The percent change in total farm numbers between
1997 and 1987 is shown on the chart.
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Dairy Farm Numbers Plummet.

Total Number of Dairy Farms for Genesee, Orleans,
and Wyoming Counties: 1987 and 1997.
@ 1997
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N early half of the Genesee
County farms that went out of
business in the last 10 years were
dairy farms. Since 1987, 35
percent of Genesee County dairy
farms went out of business,
although this is similar in
magnitude to the loss in dairy
farms seen in Orleans and
Wyoming counties.

Source: U.S. Census of Agriculture.

The percent change in the number of dairy farms
between 1997 and 1987 is shown on the chart.




Genesee Dairy Productivity Falls Short
of Gains Seen in Wyoming County.

Annual Milk Output Per Cow for Genesee, Orleans,

and Wyoming Counties, 1980-99. Output per cow increased

steadily between 1985 and 1995 in
Genesee County, but has
remained relatively stable since.
—A—Wyoming 2 Although this trend is similar to

§ what Orleans and Wyoming
County experienced, Wyoming
county did manage to increase
production per cow about 600
pounds per year above Genesee
County after having nearly the
same productivity in the 1980s and
mid 1990s.
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Source: USDA — National Agricultural Statistics
Service.
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Dairy Farm Size Expands In
Genesee County.

Average Number of Milk Cows Per Dairy Farm for
Genesee, Orleans, and Wyoming Counties:
1987 and 1997.
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The size of Genesee County
dairy farms increased from an
average of 99 cows per farm in
1987 to 177 cows per farm in
1997.While similar to the growth in
farm size seen in Wyoming County
over this time period, Genesee’s
growth in farm size is well above
the growth seen in Orleans County.

Source: U.S. Census of Agriculture.




Dairy Cow Numbers Inch Higher
In Genesee County.

Number of Milk Cows for Genesee, Orleans, and
Wyoming Counties: 1987 and 1997.

W 1987 m@1997

1,000 Cows

Genesee Orleans Wyoming
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The number of dairy cows in
Genesee County increased from
18,000 head in 1987 to 21,000
head in 1997. In contrast, Orleans
County dairy cows slid modestly
from 5,000 to 3,000 while Wyoming
County posted a 10,000 cow
increase between 1987 and 1997.

Source: U.S. Census of Agriculture.




Traditional Crops — Harvested Acreage of
Row and Hay Crops Grow in Genesee County.

Harvested Acreage of Major Field Crops for

Genesee County, 1987 and 1997.
B Corn mMWheat OOats/Barley H Soybeans ©EHay I n the last 10 years, total

harvested acreage of corn,
soybeans, wheat, oats, barley and
hay has increased 10 percent in
Genesee County — slightly less
than the increase seen in Orleans
(+25%), but more than the change
for Wyoming County (loss of 6%).
Some of the increased acreage in
Genesee County came from fewer

AR acres of potatoes and dry beans,

+10%

1,000 Acres

Source: U.S. Census of Agriculture.

The percent change in crop acreage between 1997
and 1987 is shown on the chart.

1987 1997
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Specialty Crops — Vegetable Acres
Up Sharply in Genesee County.

Vegetable Acreage for Genesee, Orleans, and
Wyoming Counties: 1987 and 1997.

Vegetable acreage in Genesee
County is up 8,000 acres in the last
10 years, mostly from an increase
In snap beans, dry peas, beets,
and cabbage. Although acreage of
vegetable crops is up 41 percent in
Genesee County since 1987, gross
sales from vegetable crops are up
71 percent over this same period,
suggesting that either productivity
has increased or farmers are
growing more high-value crops.
Higher productivity may be tied to
an additional 4,000 vegetable
acres under irrigation since 1987.

1,000 Acres

Source: U.S. Census of Agriculture.

Genesee Wyoming The percent change in vegetables acreage between

1997 and 1987 is shown on the chart.
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Specialty Crops — A Few Crops Dominate

Genesee County Vegetable Acreage.

Proportion of Vegetable Acreage by Crop for
Genesee County, 1997.

Snap Beans
26%

Sweet Cor
26%

Green Pea
18% |
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Snap beans, sweet corn and
green peas account for 70 percent
of Genesee County’s 1997
vegetable acreage. However, as
sweet corn has become less
Important (7 percent decline in
acreage since 1987), farmers are
growing more cabbage and beets.

Source: U.S. Census of Agriculture.

The proportion of each crop relative to total
vegetable acreage is shown on the chart.




Specialty Crops — Nursery Production
on the Rise in Genesee County.

Nursery and Greenhouse Acres in the Open for Genesee,
Orleans and Wyoming Counties: 1992 and 1997.

Acreage devoted to the
production of nursery and
greenhouse crops in Genesee
County increased from 140 to 250
acres between 1992 and 1997.
While impressive growth, it
remains relatively minor compared
to the growth in Orleans and
Wyoming counties over the same
period. Growing populations in
these counties increase the
demand for greenhouse and
nursery products.

Source: U.S. Census of Agriculture.

The percent change in greenhouse and nursery
acreage between 1997 and 1987 is shown on the
chart.

Genesee Wyoming
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Specialty Crops — Greenhouse Production
Shows More Modest Growth.

Nursery and Greenhouse Production Under Glass for
Genesee, Orleans and Wyoming Counties: 1992 and 1997.
Space available for greenhouse
°00 production under glass increased
44% in Genesee County between
1992 and 1997. In Orleans County,
the loss of a few large flowering
plant operations led to the sharp
decline in greenhouse space.
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Source: U.S. Census of Agriculture.

The percent change in greenhouse area under glass
between 1997 and 1987 is shown on the chart.
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SECTION 3

SECONDARY INDUSTRY IMPACT




Growing Number of Agricultural
Service Firms in Genesee County.

Agricultural Service Firms in Genesee, Orleans, and

Wyoming Counties, 1988-97. The number of agricultural

service firms in Genesee County
increased from 16 firms in 1988 to
—5-Orleans 23 firms in 1997, although the
——Wyoming number of firms has remained fairly
stable in the last 6 years. As of
1997, Genesee County’s
agricultural service firms employed
93 individuals and had an annual
payroll of $1.8 million.
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Source: U.S. Census Bureau — County Business
Patterns.

Agricultural Service Firms include: (a) soil and crop
services; (b) veterinary and animal services; (c) farm
labor management services; (d) farm management
services; and (e) landscape and horticulture
services.

1988 1990 1992 1994
Year
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The Number of Food Manufacturing
Firms Remains Relatively Stable.

Food Manufacturing Firms in Genesee, Orleans, and

Wyoming Counties, 1988 and 1997. Food manufacturing firms in
Genesee County fell slightly from
12 firms in 1988 to 10 firms in
1997. Orleans County experienced
a similar drop in the number of food
manufacturing firms while
Wyoming County saw the number
of firms grow from 7 to 9 over this
period. As of 1997, Genesee
County’s food manufacturing firms
employed 474 individuals with an
annual payroll of $15.5 million.
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Source: U.S. Census Bureau — County Business
Patterns.
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Genesee County Farming Sectors’
Output Value and Employment, 1997.

Farming Sector

Output
(Million $)

Employment

Dairy Farm Products

$51.1

190

Vegetables

$49.4

265

Hay

$17.8

503

Grain & Oilseed Crops

$10.6

115

Cattle

$5.1

45

Other

$6.9

76

TOTAL

$140.9

Agricultural Trends Profile for Genesee County, New York

The total value of Genesee County’s farm
output was $141 million in 1997 and accounted
for nearly 1,200 workers. Farm output
represents 5 percent of the county’s total
estimated economic output of $2.6 billion and
less than 4 percent of the county’s total
employment of 31,000 workers. However, if
total farm output were reduced to zero, it would
have a much larger impact as economic
activity would be reduced in other industries
and sectors of the local economy. Loss of the
farming sector in Genesee County would result
in a $200 million loss of total economic output
in the county and over 2,100 jobs in the local
economy.

Source: IMPLAN analysis of Genesee County using data from
the US Bureau of the Census, County Business Patterns,
Regional Economic Information System (REIS) data, and the
annual BLS ES-202 wage and employment data.
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Farming Sector Output for Genesee,
Orleans and Wyoming Counties, 1997.

Farming Sector

Genesee
(Million $)

Orleans
(Million $)

Wyoming
(Million $)

Dairy Farm
Products

$51.1

$7.2

$115.2

V egetables

$49.4

$33.6

$10.9

Hay

$17.8

$5.0

$32.3

Grain & Oilseed
Crops

$10.6

$14.4

$3.3

Cattle

$5.1

$0.8

$5.0

Other

$6.9

$16.7

TOTAL

$140.9

$77.7

While Genesee County has a diverse
agricultural base with dairy and vegetables
accounting for 70 percent of total farm
output, Orleans and Wyoming counties are
more specialized. Orleans county is
specialized in vegetable and fruit
production, while Wyoming County is
specialized in dairy and the resulting input
requirements from hay.

Agricultural Trends Profile for Genesee County, New York

Source: IMPLAN analysis of Genesee, Orleans, and
Wyoming County using data from the US Bureau of the
Census, County Business Patterns, Regional Economic
Information System (REIS) data, and the annual BLS ES-
202 wage and employment data.
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Farming Sector Employment for Genesee,
Orleans and Wyoming Counties, 1997.

Farming Sector

Orleans

Wyoming

Dairy Farm
Products

51

403

Vegetables

55

Hay

Grain & Oilseed
Crops

Cattle

Other

TOTAL

Farm employment is the lowest in
Genesee County as compared to Orleans
and Wyoming County. Despite having low
employment, Genesee County has nearly
twice as much farm output as Orleans
County.

Agricultural Trends Profile for Genesee County, New York

Source: IMPLAN analysis of Genesee, Orleans, and
Wyoming County using data from the US Bureau of the
Census, County Business Patterns, Regional Economic
Information System (REIS) data, and the annual BLS ES-
202 wage and employment data.
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Genesee County Farming Sectors’
Output and Employment Multipliers, 1997.

Farming Sector

Output
Multiplier

Employment
Multiplier

Dairy Farm Products

1.33

2.30

Vegetables

1.54

2.58

Hay

1.47

1.22

Grain & Oilseed Crops

1.48

1.55

Cattle

1.58

1.75

Other

144

1.54

Every $10 of additional farm output stimulates
an additional $4.50 of economic output in other
industries and sectors of the Genesee economy.
Likewise, every 10 jobs created in the farm sector
stimulates an additional 7.7 jobs elsewhere in the
economy. Although dairy farm products represent
the largest farm output, the output multiplier for
dairy is relatively low (1.33) compared to other
farming products, especially vegetables (1.54).
This suggests that an expansion in vegetable
output will have a larger impact on the local
economy than an identical sized expansion in
dairy output.

TOTAL

Agricultural Trends Profile for Genesee County, New York

Source: IMPLAN analysis of Genesee County using data from the
US Bureau of the Census, County Business Patterns, Regional
Economic Information System (REIS) data, and the annual BLS
ES-202 wage and employment data.

The Output multiplier signifies the dollar change in total economic
output for the local economy from a $1 change in a sector’s
output and the Employment multiplier expresses the total
employment change from a change in a sector’'s employment.

34



Farm Output Multipliers for Genesee,
Orleans and Wyoming Counties, 1997.

Farming Sector

Orleans

Wyoming

Dairy Farm
Products

1.24

1.24

Vegetables

1.38

1.28

Hay

1.35

1.19

Grain & Oilseed
Crops

1.33

1.19

Cattle

141

1.48

Other

1.34

121

The economic impact of farming is higher in
Genesee County than the farm sectors of Orleans
and Wyoming County. On average, for every $10
increase in farm output in Genesee County, an
additional $4.50 of economic output in other
industries and sectors is generated in the
Genesee economy. The same $10 increase in
farm output for Orleans and Wyoming counties
would only result in $3.50 and $2.40 of additional
output, respectively.

TOTAL

124

Agricultural Trends Profile for Genesee County, New York

Source: IMPLAN analysis of Genesee, Orleans and Wyoming
County using data from the US Bureau of the Census, County
Business Patterns, Regional Economic Information System
(REIS) data, and the annual BLS ES-202 wage and employment
data.

The Output multiplier signifies the dollar change in total economic
output for the local economy from a $1 change in a sector’s
output.

35




Expenditures by the Dairy Farm Sector
In Genesee County, 1997.

Industry Sector Expenditures N early 60 percent of all expenditures by the
(Million $) dairy farm sector are on feed related products
Feed Grains $12.3 (feed grains, hay and pasture, and prepared
feeds) accounting for $28 million in 1997.

Hay and Pesture $8.6 Purchases from the wholesale trade and
Prepared Feeds $7.1 agricultural service firms accounted for another
Wholesale Trade $5.1 $8.6 million or 18 percent of total expenditures.

) ) Rail and truck transportation also play an
Agricultural Services $35 important role in dairy farm expenditures with rail
Motor Transportation $1.8 being an important delivery mechanism for

Real Estate $1.7 imported feed and truck being the primary mode
of transportation of milk from the farm.

Electrical Services $1.1
Railroad and Related Services $1.1

Other $5.8 Source: IMPLAN analysis of Genesee County using data from the
US Bureau of the Census, County Business Patterns, Regional
TOTAL EXPENDITURES $48.1

Economic Information System (REIS) data, and the annual BLS
ES-202 wage and employment data.

Agricultural Trends Profile for Genesee County, New York




Expenditures by the Vegetable Farm Sector
In Genesee County, 1997.

Industry Sector Expenditures Expenditures by the vegetable sector are
(Million $) spread over a number of sectors in the economy.
Agricultural Services $14.4 However, top on the list is agricultural service
firms which account for $14 million or 35 percent
Wholesale Trade $4.6 of all expenditures by the vegetable farming
Real Estate $4.1 sector. Not only does the vegetable farming
Paperboard Containers and Boxes $2.7 sector spread more of its purchases over more

: ) sectors as compared to the dairy farming sector,
Agricultural Chemicals $2.4 vegetable farmers purchase more of their inputs
Electrical Services $1.1 from the Genesee County economy. Based on
Maintenance and Repair $1.0 estimates from 1997 data, 44 percent of all
vegetable farming expenditures are spent in the
local Genesee economy, compared to 23 percent
Other $9.0 for the dairy farming sector.

TOTAL EXPENDITURES $40.3

Motor Transportation $1.0

Source: IMPLAN analysis of Genesee County using data from the
US Bureau of the Census, County Business Patterns, Regional
Economic Information System (REIS) data, and the annual BLS
ES-202 wage and employment data.
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Output and Employment of Agricultural Related
Sectors in Genesee County, 1997.

I ndustry Sector

Output
(Million $)

Employment

Condensed & Evaporated Milk

$409.0

853

Farm Machinery & Equipment

$86.9

496

Prepared Feeds

$415

92

Frozen/Canned V egetables & Fruit

$24.4

108

Cheese, Natural & Processed

$13.6

28

Agricultural Services

$6.4

253

Bread and Cake Products

$1.5

12

Landscape & Horticultural Services

$1.4

61

Fluid Milk

$1.4

4

TOTAL

$586.1

Agricultural Trends Profile for Genesee County, New York

Other agricultural sectors including
food processors and input suppliers play
an important role in the local Genesee
County economy. Dairy processing,
especially condensed and evaporated
milk remains an important agricultural
sector producing $424 million and
employing 885 individuals. However,
farm equipment and the frozen/canned
fruits and vegetables sectors combined
produce over $110 million per year and
employee over 600 individuals.

Source: IMPLAN analysis of Genesee County using
data from the US Bureau of the Census, County
Business Patterns, Regional Economic Information
System (REIS) data, and the annual BLS ES-202
wage and employment data.
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Appendix: IMPLAN Analysis and Results

SUMMARY

IMPLAN is an interindustry input-output model used to capture the interworkings of local economies.
IMPLAN was originally developed by the USDA Forest Service in cooperation with other federal agencies.
In order to address the prohibitive cost of extensive primary data collection on local interindustry purchases,
IMPLAN and other “nonsurvey” modeling systems combine available data about the national economy with
state and county level data to estimate the flow of goods and services through a local economy.

One of IMPLAN's strengths is the fact that it integrates many sources of datal at different levels of
aggregation into a comprehensive, internally consistent system that can be applied to any county or region
in the United States. Although this integration requires numerous assumptions and estimations of data for
specific industries in specific counties, great effort is made to make all estimates compatible with the most
accurate available measured data. Unfortunately, the agricultural sectors are particularly difficult since there
are no employment and earnings data collected on a commodity basis, even at the national level. IMPLAN
uses specially developed procedures to estimate agricultural employment and income by commaodity for all
counties at the county level. For these estimates, the key anchoring data bases are the REIS data on total
farm employment and income, National Agricultural Statistical Service estimates of value of output by

(continued)

1 Major data sources of importance include the population census, County Business Patterns, Regional Economic
Information System (REIS) data, and especially the annual BLS ES-202 wage and employment data.
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commodity at the state level, and Census of Agriculture estimates of crop acreage by type and of the dollar
value of livestock related commodities. The IMPLAN vendor does offer the sensible caveat that “analysts
with better [local] agricultural data are encouraged to use it.” (See the IMPLAN PRO Data Guide, Minnesota
IMPLAN Group, Inc, 1996 for more information.)

The overall consistency that is achieved by IMPLAN'’s data integration procedures enables a
comprehensive analysis of the relationships between all sectors of the economy that is otherwise elusive.
The maximum use of county level data that is available throughout the United States helps makes this
modeling approach significantly more defensible than similar estimates based on multipliers “borrowed”
from another study or another economy. In particular, multiplier estimates based upon larger state or
regional economies typically have multipliers that are too large because they implicitly overestimate local
production capabilities.

Up to 528 industry sectors are tracked in the full national IMPLAN model, though local economies typically
have only half of these or less present. The Genesee County model indicates that 135 of these industries

are present in the county. Of these, 25 are agricultural and forestry industries considered for the purposes
of this study.

Agricultural Trends Profile for Genesee County, New York
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APPENDIX B: Project Contact List

Participating Individuals and Organizations

The researchers and authors of the report owe a debt of gratitude to the many
organizations and individuals that participated in interviews and focus groups for this
project. Some names have been kept confidential at the request of the participants.

Arctic Refrigeration Tom Kelsey

Dick Barie Pat LaPoint

Joe Barniak Steve Lockwood
Herm & Jeff Berkemeier Joe Macaluso
Blue Fox Farm Charlie Miller
Steve Bolt Lloyd Miller
Martin Broccoli Dan Miller
Richard Buckley Tim Moag

Nellie Call Mowry Family
My-T-Acres Jm Newcomb
Michael Chamberlain John Noble
Sheryl Church Dean Norton
Beth Claypoole Gordon & Scott Offhaus
LesCole Dave Paoletta
Martin Culick Phelps Family
Jm Czub John Printup, Sr.
Dave Delavergne John Printup, Jr.
Len Dries Eric Randall

Jm Duval John Reynolds
Farm Service Agency, USDA Paul Riner

Tom Felton Tom Rodak

Paul Fenton Roger Rouse
Barry Flansburg Daryl Rusk

Dick Glazier John Sackett

John Gould Gordon Seward
John Gray Deborah Slusser
Mary Pat Hancock George Squires
Bill Harris Stephen Starowitz
Bob Hartrick Terri Starowitz
Eric & Deb Hill Dale & Shelley Stein
Bill Hirsch Gary Stitch

Anne Humphrey Lee Stivers

Bill Kappus Jeffrey Thompson
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Maureen & Mark Torrey
John Vanderzell

Jm Vincent

Stewart Whitney

John Woodworth

Bill Young

Craig Yunkers

Eric Zuber
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APPENDIX C: AGRICULTURAL DEVELOPMENT CASE STUDY SUMMARIES

Fauquier County Virginia Agricultural Development Program

The goal/mission of the Fauquier County Agricultural Development Program isto
promote the agricultural industry, increase the economic viability of farming and advise
the County Board of Supervisors on matters affecting the agricultural economy and its
devel opment.

The Agricultural Development Officer answers to the County Administrator and an
Agricultural Advisory Committee, chaired by a member of the County Board of
Supervisors. The program isless than 2 years old and the current Agricultural
Development Officer has been in position since May this year.

The Agricultural Development Officer is currently working with the Advisory Committee
in the development of an agricultural strategic plan for the County. The plan will focus
on 3-4 action items. Their website www.co.fauquier.va.us/services/farm/index.html
highlights the Agricultural Advisory Committee's agenda, farm product directory, special
events like the fall farm tour, and farm land report.

The fall farm tour was just held, which brought in 10,000 to 11,000 farm visitors, which
was a 30% increase over last year. The farm tours had an educational component where
the tourist had an actual task to “learn by doing” to experience the farm and not just see
it. Thetour offered every aspect of the industry from beef and dairy operations to emu
and lama operations. The participating farmers sold lots of product direct during the tour
and the emu farms sold out all of their meat products.

Fauquier County’ s biggest agriculture sector isin the production of feeder calves.

Feeder calves are sold to feedlots in the Midwest and the meat product returns to the east.
The Agricultural Development Officer wants to evaluate the opportunities for vertically
integrating the process in his County to keep the added value local.

The Agricultural Development Officer has started a marketing group of agricultural
producers and industry representatives to conduct the necessary research to identify new
marketing opportunities and to test them. They soon learned that they did not have the
necessary volume to enter some of the niche markets and as a result, identified the need
to establish marketing alliances. Asaresult, new market alliances have been established
with growers of similar crops.

The close proximity of Fauquier to the major population centers offers readily available
niche markets and opportunities for direct marketing. However, the downside of that is
the need to educate the newcomers on what farming is all about.

Contact:

Peter Mitchell

Agricultural Development Officer
(540) 341-7950, Ext. 23

Copyright@©, 2000: Agricultural & Community Development Services, Inc, Columbia MD 1



APPENDIX C: AGRICULTURAL DEVELOPMENT CASE STUDY SUMMARIES

Loudon County Virginia Agricultural Development Program

L oudoun County Virginia, one of the fastest growing counties in the country, has had an
agricultural development program for 10 years. The Loudoun County Agricultural
Development Program (ADP)was created to foster development of higher value
agriculture. The goal of the program is to increase the value of traditional agricultural
products and increase the diversity and marketability of non-traditional agricultural
products.

The ADP has operated under the guiding principles of several strategic plans. Farming
methods identified as areas of potential growth and opportunity are the production of
beef, hay, Christmas trees, wine grapes, nursery grown trees,fruits and vegetables. In
addition, biotechnology was identified as an area of growth and opportunity. Loudoun’s
close proximity to Washington makes it an ideal location for research and devel opment
initiatives as well as demonstration sites. The greatest percentage of program participants
to date has been in the area of small farms. The participation of large farmsis low and
they have just begun supporting other agribusinesses.

Policy work, agritourism programs, advice to farmers, publications and the development
of afarmers market system are the key program areas of the ADP. Production of
marketing guides, listings of specialty producers, spring and fall farm tours and a website
www.rural-loudounstate.va.us are the primary tools of the program and have proven very
successful. Recent full color glossy publications include Spring Farm Tour and Product
Guide 2000, Loudoun Valleys Color Farm Tour for thisfall and The Loudoun Wine Trail.

The two newest programs are the farmland viability program and the Purchase of
Development Rights (PDR) Program. Loudoun County’s program measures its success
by surveying farm participants and visitors and the increase in land usage.

The components of a*Purchase of Development Rights’ (PDR) Program that builds on
existing Virginia enabling legidation, permitting the creation of Service Districts for this
purpose, was just recently developed by alocal citizen group titled “ Service Districts and
Purchase of Development Rights’. Asaresult of thiswork, the Agricultural
Development Program has just recently begun implementing the PDR program. Therole
of agriculture in the County in the next 10 yearsisits base land use of 185,000 acres.

The Agriculture Development Program conducts 5 major events throughout the year for
educating and increasing the awareness of the both the industry and the non-ag citizens.

L oudoun County has key strengths and opportunities for agriculture due to its proximity
to avast consumer market, excellent soils and the wealth of itsfarmers. The greatest
challenge to the local industry is the apathy by the landowners.

Contact:
Lou Nichols, Agricultural Development Officer
(703) 777-0428

Copyright@©, 2000: Agricultural & Community Development Services, Inc, Columbia MD 2



APPENDIX C: AGRICULTURAL DEVELOPMENT CASE STUDY SUMMARIES

Oneida County New York Agricultural Development Program

Oneida County has had an Agricultural Development Program for two years. However,
the current Agricultural Development Program Officer has been in place just two months.

Oneida County ranks 7" in milk production and 11" in overall agricultural production in
the state, generating over $88 million annually. There are currently over 1100 farming
operations active in the county, which ranks 4" in the state. Agriculture remains
diversified with the dairy industry comprising two-thirds of total output with fruits,
vegetable, and greenhouse/nursery comprising most of the remaining third.

Agriculture remains avital component of Oneida’ s local economy. Itisan industry that
brings money into the county by exporting their agricultural products to the urban
markets. Oneida’ s close proximity to large population centersis a major advantage that
provides many marketing opportunities. In addition, their high land resource capacity
combined with low land costs provide additional opportunities for the growers.

The Agricultural Development Program is focusing on farm propagation, food processing
and manufacturing for enhancing the agricultural industry. For example, meat packing
use to be a big industry in the state, now 80% |leaves the state. The Agricultural
Development Officer islooking at market opportunities, for example the niche ethnic
markets from New Y ork City to Detroit, for rekindling meat packing in the state.

The state of New Y ork has established a grant program that supports the diversity of farm
operations. It isan application process whereby the state supports and funds new market
incentives based on sound business plans.

The agriculture devel opment program has worked out a program that provides local
agricultural products to the state prison system. The state has centralized cooking
facilities for their prison system. Just recently, the agriculture program officer put
together 12,000 dozen ears of corn delivered to the state prison system. The institutional
markets provide a great market outlet, however, the downside is that they shop for price.

The agriculture development program is at ground zero, new mechanisms have been put
into place, now the action strategies have begun. Their websiteis
www.cce.cornell.edu/oneida.

Contact:

Marty Broccoli

Agricultural Development Officer
(315) 736-33%4
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M assachusetts Farm Viability Enhancement Program

The Massachusetts Farm Viability Enhancement Program (MFVEP) of the Massachusetts
Department of Food and Agriculture has been in place 5 years. The agriculture
leadership in Massachusetts felt that alarge number of dairy farms would go out of
business following the Federal Court decision dealing with dairy marketing orders. Asa
result, the MFV EP was established to help farmers maintain their economic viability,
diversify into other agricultural opportunities, and to modernize existing operations. Not
long after, the Northeast Interstate Dairy Compact was passed to assist the dairy farmers
in that region. The Northeast Interstate Dairy Compact is aregional pricing mechanism
for fluid milk sold in the six New England states, passed into law by all six participating
states and authorized by Congress.

The MFVEP has an annual budget of approximately $1 million. Participants must have
aminimum of 5 acresin agricultural production in order to be eligible to apply for
assistance. It isacompetitive process and to date, 251 farms have applied. This
represents approximately 4.5% of the 5,574 farmsin the state.

The program has two phases: in Phase |, a participating farmer will work with a planning
team to assess the current farm operation and suggest ways to increase on-farm income
and preserve the farm’s environmental resources. Farm viability plans are developed by
teams of agricultural, economic and environmental consultants who make
recommendations on increasing farm income through such techniques as improved
management practices, diversification, direct marketing, value added products and
agritourism.

In Phase 11, funding is made available to the farmer to implement the plan in exchange
for an agricultural use covenant on the property.

The Department evaluates applications on the following criteria:

Numbers of acres of land,

Suitability and productivity of the land for agricultural use;

Degree of threat to the continuation of agriculture on the land,;

Degree to which the project would accomplish environmental objectives; and
Number of years and type of agricultural experience.

agbrwdNPE

These farmer-friendly low cost plans assess afarm’ s strengths and provide business
planning and marketing information to the farmer in an effort to make the farm more
profitable. If the farmer signs an agreement not to develop the land for afive or ten year
period, the state pays for the short-term non-development value. The farmer must use the
funds to implement the viability recommendations.

The MFVEP devel ops and writes a business plan for the applicant with their input and
provides the necessary funding for implementation. The farmer has to accept and
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APPENDIX C: AGRICULTURAL DEVELOPMENT CASE STUDY SUMMARIES

implement the recommendations of the business plan, which includes the protective
covenants for the land.

To date, there are 105 farms with business plans, 10,000 acres under protective
covenants, and an average projected increase in income of $19,000. This year, 2000, an
additional 34 farm operations will be participating in the program.

Farm and market reports, newspaper articles and awebsite, www.massgrown.org, are the
primary tools used by the MFVEP for educational awareness.

The strength and opportunity of agriculture in Massachusetts is its access to a population
base of 6 million people. This factor enables the agriculture community to position itself
to provide afresh high quality product to the local consumer. Just as importantly, the
farmer preserves open space, which enhances the quality of life for the community.

This large population base also presents the challenges of developmental pressures from
housing and industry and increasing regulations and environmental concerns.

Contact:

Kent Lage
MFVEP Director
(413) 529-0873
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AMERICAN WHITE WHEAT PRODUCERS ASSOCIATION:
A Case Study in Farmer Cooperation in Value-Added

American White Wheat Producers Association (AWWPA) is a producer-owned
marketing cooperative formed in 1988 in Atchison, Kansas. Their mission isto develop
white wheat markets for their producers. Currently, there are 300 farmersin this closed
cooperative. AWWPA's primary goal isto add value, getting their farmer-members
product further up the marketing chain. Recognizing the importance of the customer,
AWWPA has spent the last ten years perfecting an identity preserved, targeted delivery,
process for value added white wheat products.

Overview of AWWPA Structure

AWWPA is operated by an unpaid 10-member Board of Directors. The Board is
elected by the members of the cooperative at shareholder meetings. The Board is
responsible for appointing and overseeing paid administrative staff including the general
manager, accountants, attorneys, and office staff. To participate in AWWPA, afarmer
must become a member ($100 per share for 100 acres). Each grower-member signs an
agreement specifying that hard red white wheat will be grown according to the following
conditions:
= Planted on clean ground.
= Good agricultural practices will be used.
=  Useonly certified seed from approved dedlers.
= Abide by the marketing agreement.
All fields are inspected and farmers are required, after harvest, to submit a 35-pound
sample from each field. AWWPA owns no elevators, trucks, flourmills, or baking
facilities. Instead, it relies on several strategic alliances that facilitate the logistics of
assembling and moving grain from producers to end-users. AWWPA contracts with
several grain handling and transportation companies to collect wheat from growers and
deliver it to flour mills. If afarmers white wheat does not meet quality specifications,
AWWPA arranges for it to be sold as feed, with the farmer receiving payment for its feed
value.

AWWPA has agreements with three Kansas flourmills for milling and packaging
of whole white wheat flour and wheat-based food ingredients (vital wheat gluten and
white wheat bulgar). In turn, AWWPA directly markets whole white wheat flour directly
to bakers and has trademarked the logo "Naturals Wheat". Manufacturers of products
containing white wheat are given a price discount for using the logo on their packaging.
The largest markets for finished goods have been for breads and tortillas. AWWPA
white flour is also sold through food stores under various brand names.

Packaged flour is sold directly to flour merchandisers, with each miller receiving
desired specifications for packaging and milling.

Production and Marketing System
Production of white wheat for AWWPA is open to any producer who agrees to
the production and marketing contract. Production levels are set by expected demand and
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producers are assigned production levels on afirst-come first-served basis. The grower
must provide a map of the fields planted to white wheat and other agronomic data to
facilitate inspection. Quality control is an important part of AWWPA's staff. The crop is
inspected prior to harvest for factors that might affect the food quality of the wheat and
steps -- like treatments or abandonment -- are taken to assure a quality product.

During the initial years of AWWPA, a pooling arrangement was used as a basis
for payments. Growers provided on-farm storage for up to 9 months or delivered the
grain to apooling facility. Farmers were charged for storing grain at the pooling facility.
Within 9 months of binning the grain, a producer chose the day on which to set the price
that determined the first payment (basis 70% of red wheat price). Payments were based
on quantity and quality standards and, overall, average payments were about 30 cents per
bushel over local hard red prices. In 1994 and 1995, AWWPA altered their pricing
arrangements. Currently, producers can choose from three pricing options -- Flat Price
Option, Cash Option, and Pool Option. The Flat Price Option guarantees a price of $3.50
delivered to Hutchinson, KS. The Cash Option allows a producer to receive the cash price
of red wheat in Hutchinson plus 15 cents on aday selected by the producer. The Pool
Option provides a producer with an initial payment of $2.60, and then receives up to 5
additional payments depending on the success of the marketing program.

Once wheat is harvested and stored by a producer, each |ot undergoes a standard
mill and bake test. This process accounts for alarge portion of AWWPA's administrative
expenses because each test costs $95. However, the test serves 3 useful functions. First, it
hel ps assure high quality wheat. Second, testing helps facilitate targeted delivery
(providing end users with a product that meets their exacting specifications. Third, test
results on each lot of grain allows AWWPA to minimize targeted delivery transportation
costs.
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THE TILLAMOOK COUNTY CREAMERY ASSOCIATION:
A Case Study in Farmer Cooperation in Value-Added

The Tillamook County Creamery Association (TCCA) was organized in 1909 as a quality
control organization for ten cheese factories operating in Tillamook County Oregon.
Later, TCCA expanded to incorporate all 25 operating cheese factoriesin Tillamook
County. In 1918, TCCA originated an advertising program and was credited for being
the first community to brand its cheese and for advertising it under abrand name. TCCA
is a cooperative owned and operated by 150 dairymen, nearly all of who residein
Tillamook County. The Tillamook area has proven to be ideal for dairy farming and is
home to more than 20,000 cows. The county receives more than 80 inches of rainfall
each year, providing lush green pastures.

TCCA hasaraw milk supply of 175,000 gallons/day from 150 members that have herds
averaging 135 cows. The grazing dairies lead the nation in milk quality and have done
so for the past several years. The continued success of the TCCA isthat it has the highest
guality product coming in and they do not cut corners in the production of their dairy
products. The highest quality milk and highest quality ingredients produce a winning
formulafor the TCCA.

In 1963, a dispute arose among the members with some wanting to close the pool to
additional Grade A producers. The mgjority, however, favored continuing an open pool
policy. Thisresulted in aloss of some membership, but the open pool prevailed and the
Growth of Grade A milk production has continued. In January 1969, all members were
merged into one cooperative and the Association no longer was a federation of
cooperatives.

Since 1909, TCCA has matured into a national marketer of quality dairy products such as
naturally aged cheddar and avariety of other cheeses, butter, and an extensive line of
premium ice cream, sour cream and yogurt. The TCCA isnow looking into expanding
its product line into bottled milk drinks. The retail appeal for the Tillamook brand is so
high that the TCCA receives more for their product than other brands at the wholesale
level.

Tillamook provides full color recipes and afull colored gift catalog that offers avariety
of gift packs with cheeses, preserves, nuts, sausages, popcorn, candy, cookies, smoked
beef, meat sticks and jerkys. The non-dairy itemsin the gift packs such as the processed
meats, preserves, cookies, etc. are not produced by the TCCA, however, they are
produced locally. The TCCA has formed a marketing alliance with the producers of
these goods to offer more variety in their gift packs.

Thisyear, TCCA completed a 35 million pound capacity automated storage and retrieval
system (ASRS) cold storage warehouse, including a seven-bay shipping dock with
refrigerated staging areas, new shipping offices and a new electrical distribution and
refrigeration system.
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The TCCA has 45 professional employees and over 350 employees that staff the new
state of the art manufacturing plant. The plant processes 1.5 million pounds of fresh milk
daily, seven days per week, into products, which yield rewarding economic returnsto its
members. TCCA has never sold surplus product to the government.

Oregon has avery large tourist industry. Asaresult, nearly one million visitors tour the
plant each year to watch the production, manufacturing and packaging of cheese
products. The tourists also purchase ice cream for immediate consumption and dairy
products to take home. The high customer satisfaction from the tourist trade has built a
premium into the marketing program. The premium the dairy farmersreceiveis
primarily aresult of the tourist industry. The question the TCCA members are
confronted with is how much do they want to capitalize on their one million tourists. (i.e.
gas stations, hotels, etc.)

Tillamook represents about one-third of all milk produced in the state of Oregon. 100%
of all the milk produced in Tillamook County goes to the creamery. TCCA members,
however, do deliver skim milk to other coops. The TCCA isan open member coop only
in two counties, Tillamook and Clatsop. 30-40% of the milk received at the creamery is
purchased from nonmembers. The TCCA is closed outside of these two counties.

In 1999, TCCA recorded $199 million in total sales and handled 635 million pounds of
milk. Of thistotal, 458 million pounds came from its own patrons and other producer
groups supplied 177 million pounds. Of that amount, 70 million pounds of milk were
delivered to the Portland market by the Association’s fleet of milk transports, 7 million
pounds were used in ice cream and butter manufacturing, and 558 million pounds were
used in cheese making. Sales are mainly in the Pacific Coast states of Oregon,
Washington and California, with an ever-growing volume going to all parts of the United
States, including Alaska and Hawaii.

Since January 1, 1986, all patron milk has been paid for at auniform price. As of
January 1 2000, the price is based on a cheese yield formula. Mailbox checks of TCCA
members are much higher and less volatile than those of dairymen dealing with other
more traditional milk coops. According to the Tillamook County Dairy Extension
Specialists, members of TCCA receive anywhere from $1.00 to $2.00 more for their
milk. The TCCA consistently pays a premium above the Federal marketing order.
TCCA members do not receive a 13" check.

Capital for the cooperative is furnished from the retention of member earnings, and non-
member retained earnings. It isthe intention of the Board to pay out 30% of member
earnings in cash, and to revolve member outstanding allocutions at the rate of 10% each
year. No interest is paid on member alocutions and there is no stated due date. Line of
credit borrowings from C-Bank and US Bank are available up to $47,500,000, and are
secured by inventories and accounts receivable. Term debt from Co-Bank is used for the
purchase of major assets.
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Top quality milk at the farm level haslong been a hallmark of TCCA. 1n 1984, a quality
incentive program was instituted and updated in 1999. The latest program pays 10 cents
per hundred pounds of milk to any producer who ships milk with less than 5,000 raw
bacteria count, 5,000 pre-incubated bacteria, 300,000 somatic cell counts, and for number
one grades on sediment, flavor and odor. Each month, nearly one-half of TCCA
production qualifies for this premium. In 1987, a somatic cell/high cheese yield milk —as
much as 40 cents per hundredweight premium was put in place.

The biggest decision of the TCCA was reached in 1999. Thiswas the decision to build a
new satellite cheese plant in Boardman, Oregon. Deciding a satellite plant had to be built
was not an easy decision. Y et, market conditions forced the decision upon TCCA. The
demand for Tillamook cheddar had increased dramatically over the past several years,
and some of the best customers became even bigger through mergers and acquisitions.
Tillamook had to expand its production to meet the ever-expanding customer demands.

If Tillamook could not fill the shelves, a competitor would. Buyers for these chains buy
for al their stores or none. Tillamook cheese must be availablein all. So the decision
was made to build a new satellite cheese plant.

The TCCA makes amajor decision every 3-4 years concerning expansion such as their
new feed mill, storage facilities, satellite cheese plant, etc. The Board takes avery
conservative approach to expanding their operations, which they realize they have to do,
but their decisions are approached incrementally. They are not making numerous major
decisions al at one time, but are taking one step at a time, which has reflected upon their
success. In asking the Senior Vice President about an East Coast presence, the answer
was no, but thisfallsin line with their decision making process. Two to three years from
now, if TCCA was approached with awell thought out business plan, their answer might
be different.

Brand name recognition, top quality products, strong board and good dairy farmers are
the key to TCCA’ssuccess. If there' sanything in the Tillamook model that can be
replicated 100 years later, it is quality products, according to their Senior Vice President.
The Senior Vice President recommends to dairy farmers today to develop a business plan
and operational financial model and then manage the plan.

Plant Size

46-acre site

145,000 sg. ft.

Cheese manufacturing: 11,500 sq. ft.
Starter room: 1,000 sq. ft.

Cheese packaging: 14,600 sg. ft.
Cheese cooler: 60,600 sg. ft.

Dry storage: 28,225 sq. ft.

Water
Municipal water source. Waste treatment on-site system that handles 200,000 gallons
per day with atwo stage extended aeration process.
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Shipping
25 tractors and 44 trailers. Full service shop for maintenance of company’s 36 owned
vehicles.

Raw Milk Supply
Raw milk supply of 175,000 gallons/day. Five contract haulers collect milk from 150
members that have herds averaging 135 cows. 40 loads are collected each day.

Contacts:

Jm McMullen, Sr. Vice President, TCCA
www.tillamookcheese.com

(503) 815-1300

Troy Downing

Dairy Extension Agent
Tillamook County
(503) 842-3433

Summary compiled from comments provided by Jim McMullen, Senior Vice President,
TCCA; Troy Downing, Dairy Extension Specialist in Tillamook County; and
Public/TCCA Information Packet and The Tillamook Way a history of the Tillamook
County Creamery Association afarmer owned cooperative by Archie Satterfield.
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Virginia’'s Shipping Point Farmers' Market System:
Northern Neck Farmers Market & Northern Neck Vegetable Growers
Association

The Northern Neck Farmers Market is a packing shipping facility for produce located in
the northern neck peninsula of Virginia. It isoperated under the direction of the Northern
Neck Vegetable Growers Association, a nonprofit, 501 C-3 corporation.

Thefacility is approximately 60,000 sg. ft. under roof with 20,000 sg. ft. of cold storage.
Currently there is a hydro cooler on site that can handle atrailer load of sweet corn at a
time along with grading and packing lines. The facility operates year round and during
the 1999 calendar year approximately 3,000 acres of produce from 31 producers moved
through the facility. The markets high volume products are corn, peppers, squash and
cucumbers. Other products include cantal oupes, eggplant, greens, broccoli and tomatoes

The Board of Directorsis charged with the duties of overseeing the market operations
and safeguarding the interests of the producers of the region, both those served and to a
certain degree, those not participating in the market.

The northern neck peninsula of Virginia has traditionally been a primary producer of
corn, soybeans and livestock. With the desire of the region to maintain aviable
agricultural industry and rural way of life, producers have diversified their production
and marketing capabilities to increase cash flow and economic stability.

Asthe food industry has continued to consolidate, doors have continued to close in the
faces of small, local producers. The days of having locally owned and controlled grocery
stores to which small vegetable producers can sell their produce are numbered if not
gone. Market access continues to be an issue facing many commodities and vegetables
are no exception. Large food chains prefer and even demand load lots of produce
delivered to their docks to their specifications and at their request. Fortunately, the
Northern Neck Vegetable Growers Association realized this trend and placed this market,
and the producers who support it, in a position to respond to this trend and, through
cooperation, remain competitive in this ever tightening market.

The Northern Neck Vegetable Growers Association came into being in 1989. There are
approximately 31 grower members with a9 member Board of Directors. The major
drive/influence in the creation of this association was the need for collective purchasing,
marketing and pooling of product, which is necessary for meeting the volume
requirements of the major buyers. Another major aspect was the need to have an
organization to serve as an advocate for the growers and the vegetable industry.

The Northern Neck V egetable Growers Association has achieved this notoriety by
receiving the “ Governors Marketer Award for 1999.”

The Northern Neck Farmers Market had an approximate revenue of $8,324,517 in 1999.
97% was wholesale and 3% was retail. 1,236,229 boxes or crates and 3969 bins of 31
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different products moved through the market in 1999 — approximately 1,000 trailer loads
- 80% from Virginia and 20% from North Carolina and Maryland.

Parker Farms provides the critical mass necessary for the market to be competitive and to
meet the demands of the buyers. The coordination of this volume of business could not
have been accomplished without the professional services of a marketing entity such as
Parker Farms. The sales and management staff continues to provide a valuable service to
local producers and alink to over 200 chain store buyers and purveyors of vegetable
products along the east coast and Midwest.

Contacts:

Susan Simpson
VirginiaFarmers Market Board
(804) 786-2112

Gary Allensworth, Chairman
Northern Neck Vegetable Growers Association
(540) 653-7258
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IOWA AGRICULTURAL FINANCE CORPORATION (IAFC)
IOWA AGRICULTURAL DEVELOPMENT AUTHORITY (IADA)
A Case Study in State Financial Support Programs

The State of lowa has been actively supporting innovations in agriculture through the
IAFC since 1981. Since the state initiated its agricultural finance programs, lowa has
financed over $200 million in agricultural and agriculturally related improvements using
a combination of capital instruments. The stated reason lowa has engaged in such a
comprehensive approach is to “facilitate private investment capital in this under-served
industry.”

The primary tools employed by the State of lowa are 1.) the tecTERRA Food Capital
Fund, 2.) the Value-Added Agricultural Products and Processes Financial Assistance
Program, and 3.) the Aggie Bond Program. These programs are defined below:

1. tecTERRA Food Capital Fund I, L.P.

Program: tecTERRA is a private-public investment partnership between Cybus
Capital Advisors, LLC, the managing partner, and the lowa Agricultural Finance
Authority. The IAFC provided approximately $25 million in seed capital and
worked with Cybus to raise an additional $18 million.

Sectors: Agribusiness, food processors, biotechnology, and related industries within
the State of lowa.

Products/Services. Mezzanine debt and equity in connection with private
ownership transtion, management buyouts, platform build-ups, growth capital, and
recapitalization.

2. TheValue-Added Agricultural Products and Processes Financial Assistance
Program

Program: This state run program promotes the innovative utilization of lowa's
agricultural resources by investing in the development of new agricultural products
and processing technologies. Current program focus areas are:

e Innovative Products and Processes which supports the conversion of
agricultural commodities into higher value products not common to
the state, as well as process development and improvements unique to
lowa or the commodity.

e Renewable Fuels and Co-Products which supports the production of
renewable fuels and co-product for livestock feed.

Sectors. Agribusiness, food processors, biotechnology, energy, and related
industries within the State of lowa.
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Products/Services: Loans and loan-to-grant financing of up to $900,000 for
qualifying businesses. Qualifying businesses must be located in lowa, have a
business plan, have qualified managerial and technical experience, and have
completed afeasibility study.

3. The Aggie Bond Program

Program: Aggie bond program utilizes tax exempt, small issue private activity
bonds defined under section 147 of the Internal Revenue Code to finance beginning
and first-time farmers. Funds can be used for land acquisition, capital
improvements, equipment / machinery, and other depreciable assets.

Sectors: Small scale first-time farmers with less than 5 years experience qualify.

Products/Services. The state acts as an intermediary between a qualified buyer and
seller as defined in the IRS code. The state does not underwrite the bond neither
does it facilitate nor provide a secondary market for these securities. Dedl sizeis
limited to $250,000.

For further information contact:

Steve Ferguson

lowa Agricultural Development Authority
Wallace State Office Building

Des Moines, lowa 50319

515-281-8784
www.smart.state.ia.us/financial.htm
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Dairy Industry Practices

Like much of agriculture, the U.S. dairy industry has gone through significant changesin
recent years. In the last 40 years, technological advances in the production, processing,
and distribution of milk have dramatically atered the U.S. dairy farming sector. Since the
1960s, U.S. dairy farmers have increased output per cow approximately 3% ayear asa
result of scientific and management advances, such as artificial insemination, embryo
transfers, and computerized management tools. As these technol ogies have been adopted,
there has been amove towards larger dairy farms to take advantage of economics of scale
in milk production. As aresult, the last 20 years has witnessed a dramatic drop in the
number of dairy farms but those that remain milk more cows. Some smaller farms are
attempting to survive by switching management methods, utilizing what is known as
intensive grazing. This approach substitutes a high-quality pasture feeding system for
more expensive feed concentrate rations.

Changing technologies in milk production have also influenced the location of dairy
production. Where once the Upper Midwest and Northeast were dominant milk
production regions, California and other Western states have grown significantly in the
production of farm milk as large-scale dairy production has become more feasible. In
addition, improvements in transportation and refrigeration have helped ship milk and
dairy products over greater distances, implying alesser need for dairy farms close to
urban populations.

While the structure of dairy farming has seen remarkable changes in recent history,
pricing in the U.S. dairy industry remains largely regulated by the federal government,
dating back to policies enacted in the 1930s. Although a number of different policy
mechanisms have been used over the years to establish farm milk prices, the mainstay of
dairy policy has been the Federal Milk Marketing Order (FMMO). The Federal Milk
Marketing Order system institutes regional boundaries where milk prices are
administratively set based on the final use of milk. This pricing system, known as
classified pricing, means that processors who use milk to produce cheese or butter pay a
different price than those classes processors that use milk to make fluid or drinking milk.
Currently, there are four different milk classes: Class | (used for fluid milk), Class||
(used for yogurt and ice cream), Class 111 (used for cheese) and class IV (used for butter
and dry milk). Class| receivesthe highest price for milk, while class 1V isthe lowest
price. Farms within a particular FMM O receive the same blend price for their milk,
which is aweighted average of the class milk prices based on the utilization of milk in
thelir region. Although new dairy pricing legislation was implemented in 2000, at the
margin it created few changes as dairy farm prices continue to be regulated on aregional
basis.

Farmer-owned cooperatives also play an important role in the dairy marketing sector.
Dairy cooperatives provide a number of functions for their members including bargaining
for higher prices with processors, as well as direct marketing of processed dairy products
and some fluid milk. Like much of the dairy marketing industry, dairy cooperatives have
gone through considerable mergers and acquisitions over time as economies of scale in
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milk handling and processing demand larger but fewer firms. In 1980, there were 435
dairy farm cooperatives in the United States but by 1992, the number of cooperatives had
fallen to 265.

Asdairy cooperatives have merged and grown in size, so too has the discontent among
farmers as many believe mega-cooperatives no longer serve the needs of individual
farmers. In addition, some dairy farmers believe that the operating costs and investments
made by cooperatives are too high, reducing any financial benefits that a farmer might
receive from being a member. As aresult, recent years have seen agrowth in regional
milk bargaining associations. The most prominent of these is the Regional Cooperative
Marketing Agency (RCMA), headquartered in Syracuse, New Y ork. More recently,
Producers Equalization Agency in the Cleveland-Pittsburgh market and the Southeast
Dairy Farmers Federation have been organized. These organizations and others like them
attempt to draw dissatisfied cooperative members or independent milk producersinto a
regional milk bargaining agency for the purpose of collective bargaining with processors.

Dairy farmers will have a new, voluntary tool for marketing their milk used in non-fluid
products. USDA hasissued final rules to implement adairy forward contracting pilot
program for milk marketed under the Federal milk marketing order program. The pilot
program will be in effect for milk marketed August 1, 2000, through December 31, 2004.
Under the new program, handlers may enter into forward contracts with dairy farmers or
cooperative associations to buy milk that will be used to make non-fluid products such as
butter, powdered milk, cheese, ice cream, and yogurt. For milk covered by forward
contracts, a handler will not be required to pay dairy farmers the mandated minimum
Federal order price. Instead, dairy farmers and handlers will agree to a price as specified
in aforward contract. The pilot program is voluntary and intended to offer an additional
marketing tool for dairy farmers.

Although trends in the dairy farming and marketing sector have been fairly predictable,
changing consumer preferences towards dairy products have been more perplexing.
While consumers have moved towards lower-fat diets in recent years, this changing
pattern in dairy products has not been universal. Annual per capita consumption of fluid
milk declined from 31 gallonsin 1970 to 24 gallonsin 1996. In addition, the trend in
fluid milk consumption is towards lower fat milk and away from whole milk. However,
consumers have found other dairy sources for fat. Per capita consumption of fluid cream
products-half-and-half, light cream, heavy cream, eggnog, sour cream, and dips-jumped
from 9.8 half pintsin 1970 to 16.4 half pintsin 1996. In addition, cheese consumption
has grown considerably over time, increasing 140 percent between 1970 and 1996, from
11 pounds per person to 28 pounds. Lifestyles that emphasize convenience foods were
probably major forces behind the higher consumption. In fact, two-thirds of our cheese
now comes in commercially manufactured and prepared foods (including foodservice),
such as pizza, tacos, nachos, salad bars, fast-food sandwiches, bagel spreads, sauces for
baked potatoes and other vegetables, and packaged snack foods. Advertising and new
products-such as reduced-fat cheeses and reseal able bags of shredded cheeses, including
cheese blendstailored for use in Italian and Mexican recipes-also had an effect. These
changes in consumer preferences have had important impacts on milk prices at the farm.
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For one, milk productivity at the farm level has outpaced the demand for milk products,
as consumers are generally demanding less milk products. In addition, shiftsin consumer
demands away from fluid milk and towards cheese means that farmers are finding more
of their milk priced at the lower Class 111 price and less at the higher class | price. These
two factors have kept farm-level milk prices at relatively low levels for much of the last
20 years.

The future development of the dairy industry will likely continue the path established in
the last 20 years. The number of dairy farmsin the aggregate will continue to decline and
their size will continue to grow from forces of technology and a continuation of consumer
preferences away from fluid milk. Consolidation in the marketing sector will also
continue along a similar path. Strategic aliances among marketing firms will be needed
to maintain efficiency and manage costs. As such, those farmers that remain will find
fewer buyersfor their products.
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Livestock Industry Practices

The beef industry consists of various segments of production. The function of this
diverse industry isto produce alive beef animal from which high quality beef is
ultimately delivered to the consumer. Cattle production enterprises include seedstock,
commercia cow/calf, backgrounder/ stocker, or cattle finishing.

The seedstock or purebred sector of the industry helps set the course of the industry and
cattle type 10 years into the future. Seedstock producers are the primary source of bulls
and new genetics for the commercial cow/calf sector. It is extremely important for the
purebred operator to be able to gauge the demands of the commercial industry to produce
breeding cattle with marketability. The seedstock operator must also have vision and the
judgment to anticipate the genetic demands of the beef industry in the future. From the
time a purebred producer makes a breeding decision, it will be 4 to 4 1/2 years until the
commercia offspring of that decision are processed into beef.

For most purebred operations, the primary source of income is the sale of young bulls.
Most often bulls are sold as yearlings, 12 to 18 months of age, to commercial operators or
other seedstock breeders. Other sources of income can be the sale of young breeding
females, aswell as the strategic marketing of cows, cow/calf pairs, and older bulls.
Additionally, young cattle lacking the sufficient genetic merit or quality to be marketed
as seedstock can be sold as commercial feeder cattle. The purebred sector generally
demands a high level of capital investment per animal unit. To be competitive in selling
seedstock, the operator must generally be committed to an intensive artificial
insemination program. The use of artificial insemination allows the breeder to rapidly
incorporate elite genetics into the herd's breeding program.

Purebred breeders might be grouped into two levels of performance. A small percentage
of breeders within any breed are identified as elite breeders. The elite breeders seek to
make significant change within the breed, which will ultimately impact the beef industry.
The elite herds typically sell bulls, semen and females to other purebred breeders. A
second and much larger category of breeders are multiplier herds. The multiplier
operations utilize the genetics generated at the elite level to primarily produce bulls for
the commercial cow/calf sector.

In terms of number of operations and land use, commercia cow/calf operations comprise
the largest sector of the beef industry. Cow/calf operations maintain breeding females
and bulls to produce an annual crop of feeder calves. The calves are typically weaned at
7 to 9 months of age, weighing 400 to 650 pounds. At weaning, these feeder calves may
be sold to backgrounders or cattle feeders. The calves may also be retained on the farm
or ranch on which they were raised and marketed later as heavier feeder cattle or may be
sold as finished cattle. The cow/calf operation is aforage based enterprise that typically
makes use of land that is of no use or marginal value to row crop production.
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Backgrounding refers to the transitional phase in the life of feeder cattle between
weaning and finishing. Not all feeder cattle pass through a definitive backgrounding
enterprise. Many calves are sold directly off the cow/calf farm or ranch to cattle finishing
operations, but a significant number of calves are backgrounded or "conditioned" for one
to six months before being sent to feed yards. Backgrounding operations can serve
several important functions between the cow/calf and finishing sectors. Backgrounders
manage feeder calves through the stressful adjustment period of weaning, shipment, and
diet change. It is during this weaning and transition phase that feeder calves seem most
susceptible to respiratory disease, commonly referred to as "shipping fever." Asthe
structure of the industry has moved toward larger commercial feed yards, the cattle
finisher has become more reluctant to deal with the problems of freshly weaned calves.
Backgrounders can also benefit from providing arepackaging service for the industry.
Backgrounders commonly purchase calves in relatively small groups, transition them
through weaning period, add weight to the calves, then package and market the feeder
cattle in larger, more uniform lots. The resulting larger groups of backgrounded feeder
cattle are generally more attractive to cattle feeders and stocker operators and bring a
higher price than small lots of freshly weaned calves.

Stocker cattle operators are somewhat similar to backgrounders. Stockers are grown
primarily on forages sometime between the time they are weaned and the point at which
they enter the finishing stage in the feedlot. The aim of the stocker cattle operator isto
add pounds cheaply with forage. Stocker operators may purchase either backgrounded
cattle or calves at weaning. Cattle from the stocker phase typically go directly to the
feedlot. The major resource critical to the stocker operator is an abundant source of high
quality forage. Stockers generally require higher quality forage than a cow/calf
enterprise.

Cattle feeding or finishing is the final stage of cattle production. Cattle feeders may
receive young cattle ranging from freshly weaned calves to yearling cattle. They are fed a
high grain diet until reaching a point at which they should produce a Choice or Select
grade carcass. Cattle leaving the feedlot generally weigh in the 1000 to 1350 pound range
and vary in age from 14 months to 30 months . Even heavy cattle are typically fed for a
minimum of ninety days. The consuming public has grown accustomed to the taste of
grain fed beef since the rapid expansion of the cattle feeding industry during the 1950's
and 60's. Cattle feeding operations may range from just a few head, up to one time
capacity of 100,000 head. Feed yards may own all the cattle on feed, may operate as a
custom feedlot, or have amix of cattle ownership. Since cattle on feed have the highest
total dollarsinvested in them by the time they are marketed, cattle feeders are exposed to
ubstantial price risk. Due to the price risk potential, the cattle feeding sector has shifted to
more custom eeding. There has been particular growth in cow/calf operations retaining
ownership of their calves through the finishing phase.

Virginiafeeder cattle producers have awide choice of marketing alternatives. Virginia
benefits from an extensive system of commingled feeder cattle sales that benefit the
smaller operation. The graded, commingled feeder sales operated by local feeder cattle
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associations and the Virginia Cattlemen's Association allow the smaller producer to
benefit from the price advantage of selling feeder cattle in larger, more uniform lots.
Limitations

With only asmall percentage of the feeder cattle being finished in Virginia, the state's
producers are dependent upon out of state cattle feeders for a market. The modest cattle
feeding industry in Pennsylvania provides the closest market outlet for Virginia feeder
cattle. With the exception of Pennsylvania, the last few decades have seen the magjor
cattle feeding areas move farther away from Virginia. The feeder cattle producer must
ultimately pay the cost of transportation to the feedlot.

Virginia's growing human population will increasingly provide challenges to the cattle
industry. The demand for land on which to build homes and businesses will keep the
price of land relatively expensive. Livestock producers may expect closer public scrutiny
in the areas of water quality, animal well being and nuisance ordinances.

Initsthird year, the Virginia Quality Assured (VQA)feeder cattle program ontinues to be
asuccessful alternative in offering buyers a certified value-added product. Over 3000
head of VQA certified feeder cattle were sold during 1999 at a distinct price advantage.
The Virginia Quality Assured feeder cattle program was initiated by the Virginia
Cattlemen's Association for those feeder cattle owners who believe in producing avalue-
added product. The value added is in the form of an improved health program and can
additionally include improved genetics for growth. The VQA program has four levels of
certification: Gold tag, Gold tag with "W," Purple tag, and Purple tag with "W."

Gold tag - Vaccinated against 7 strains of clostridial, IBR, BVD, PI3, BRSV and
Pasteurella. Castrated, dehorned and healed. Heifers guaranteed open.

Gold tag with "W" - Same health program as Gold tag with the calves weaned at least 30
days and drinking from a water trough and eating from a feed bunk.

Purple tag - Same health program as Gold tag. Calves sired by bulls which meet
minimum requirements for yearling weight EPD. Breed of sire identified on the tag.

Purple tag with "W" - Same health and genetic requirements as the Purple tag with the
calves weaned at |least 30 days and drinking from a water trough and eating from a feed
bunk.

The VQA tagged feeder cattle were marketed through several different methods during
the year. Many of the cattle were sold in commingled load lots through telo-auctions or in
board sales during graded sales. The roughly 3100 head of VQA feeder cattle sold in
1999 ranged from 3-weights to afew 9-weights. Approximately 75% of the VQA cattle
ranged from 500 to 700 pounds. When compared to similar weights, breeds, and grades
of cattle in other special graded sales held the same week, the 1999 VQA cattle brought a
premium of $2 per hundredweight. The 1999 premium for VQA cattle was down from
the first two years prices and may have been the result of the distributed marketing
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season last fall. Estimates to process cattle to qualify them for VQA certification run
about $6.50 per head including labor.

Three Y ear History VQA Feeder Cattle vs. Special Graded Sales
Steers Heifers

Weight Premium $/Cwt. Weight Premium $/Cwt.

500-599 Ib.+ $3.90 400-499 Ib.+ $3.21
600-699 Ib.+ $3.79 500-599 |b.+ $3.12
700-799 Ib.+ $0.99 600-699 |b.+ $2.81

Before producers go to the effort to VQA-certify calves, thought should be given to the
marketing method for the cattle. Simply showing up at sale with aload of VQA tagged
calves without previous contact with market operator islikely to lead to disappointment.
Additionally, experience has shown that aVV QA tag will tend not to help the sale price of
inferior quality cattle. The Virginia Quality Assured feeder cattle program isless than
three years old. The reputation of VQA cattle is now being established with potential
buyers. The buyer feedback to this point has been basically excellent. Effort is being
devoted to specifically follow up with buyers of VQA cattle to insure the program is truly
generating value-added feeder cattle.

Historically, livestock producers have been least likely among agricultural producers to
market their production through cooperatives. The primary livestock marketing
cooperatives are regional livestock marketing cooperatives, which coordinate live animal
marketing, and are members of the National Livestock Producers Association (see
www.nlpa.org); and Farmland Industries, which slaughters and processes hogs and cattle
through its Farmland Foods and Farmland National Beef Packing subsidiaries (see
www.farmland.com). These cooperatives, though, are traditional in the sense that
membership is open and members are not obligated to deliver a specified amount of their
production.

Examples of new generation cooperatives in the livestock industry are limited. The
primary successes have been North American Bison Cooperative (a model even though
bison are not technically classified as livestock) and U.S. Premium Beef, whichisa
partner with Farmland Industries in Farmland National Beef Packing. In addition CROPP
(Coulee Region Organic Produce Pool, also known by their brand name Organic Valley)
markets organic meat for their members. In addition, there are a number of very small
cooperatives that are marketing to local niche markets, however, our information on these
groupsis limited.

Recently, a number of pork marketing cooperatives have been formed based on the new
generation concept. However, the operations of these groups have been limited. lowa
Premium Pork is currently offering live animal marketing and risk management services
to their members through one of the regional cooperatives discussed above. American
Premium Foods is doing alimited amount of custom slaughtering. Prairie Farmers
Cooperative is building a slaughter and processing facility in Dawson, MN with an
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annual capacity about 70,000 head. Mountain States Lamb Cooperativeisasimilar
example from the sheep industry.

Some groups have formally incorporated, only to be dissolved after they failed to raise
sufficient capital (Northern Plains Premium Beef) or were unable to develop joint
ventures (Sunbelt Pork Cooperative) necessary to the success of the project.

“Getting Started in the Cattle Businessin Virginia”’
Authors: Bill R. McKinnon, Extension Animal Scientist, Virginia Tech; and Henry
S. Snodgrass, Extension Farm Business Management Agent, VirginiaTech

Beef Quality Corner, Livestock Update, February 2000,
Bill R. McKinnon, Extension Animal Scientist, Marketing, Virginia Tech

Brad C. Gehrke, USDA Cooperative Services, Livestock, Dairy and Poultry Group
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Grain and Oilseed Sector

Firmsin the grain and oilseed sector perform a number of functions including origination,
storage, transportation, domestic and international merchandising, and export operations.
These operations have changed little over the last years, although the number and
structure of firms has changed as have the demands on the firms marketing and handling
grain. In some ways, the grain sector will change more in the next decade than it did in
the last century.

The two dominant trends in the U.S. grain sector are consolidation and value-added
commodity marketing. Grain handling and transporting firms have consolidated in
number and ownership. In 1982, more than 9,100 grain elevators but current estimates
suggest the number is less than 8,000 are now operating. The same consolidation and
increased concentration phenomenon is occurring with domestic merchandising, export
merchandising and grain origination staffs, export elevators, barge lines, and terminal
elevators. Along with fewer grain elevators, the number of firms controlling marketing
and processing facilities has dwindled and their market power has increased. For
example, the 4 largest flour milling companies now produce over 65% of the flour as
compared to only 34% in the 1980s. Likewise, the soybean processing industry has
experienced asimilar shift. The market share of the four largest firms has expanded from
51% in 1982 to 76% in 1990, with all but a small proportion of the increase due to
mergers and acquisitions.

At least two interrelated factors are driving the grain- related industries toward two quite
different strategies but similar market structures. First, consumers have become more
discriminating buyers not only of grain products, but of all productsincluding grain and
oilseed-based items. The baking industry alone now launches at least 1,000 new products
ayear in attempts to satisfy increasingly sophisticated consumers. Second, genetic
engineering is alowing for the development of user-specific traits and attributes which
satisfy specific consumer demands. Because of these major changes, the grain handling
sector is moving away from a"commodity" system into a"product” system. A product
driven system has the disadvantage of more costly transactions among marketing firms
because of extensive grading, handling, and monitoring. As such, grain handling firms
are able to lower costs through consolidation and mergers with other firms.

Asthe existing grain marketing system adjusts to these forces, the product market will
become increasingly important, not only as a generator of profits, but also for its
influence on the behavior of those participating in commodity markets. There will be
many players in these two markets, but three major types of participants appear to be
surfacing: seed companies, food manufacturers, and global bulk commodity trading
firms.

Seed companies are becoming important contributors of new technologies, mainly in the
form of attribute- specific varieties. Their high R&D cost output will necessitate
implementation of innovative marketing approaches to a well-defined customer base.
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Market segments might include the end user (green-popcorn-type products); processors
seeking specific manufacturing characteristics such as soft-textured, thin-pericap kernels,
cost and environmentally sensitive producers demanding pest-resistant varieties; or
economic developers needing special growing-condition attributes. Keys to success for
these seed companies controlled by chemical and pharmaceutical firmswill be sale
economies in research and the ability to extract returns from differentiated products.
Pursuing these success factors will necessitate identity-preserved product distribution and
marketing channels. Devel oping these channels might be accomplished through strategic
aliances, administered pricing, and tightly controlled production and marketing systems.
Vertical integration, joint ventures, and production and market contracting will be
strategic structural tools employed to accomplish the risk- sensitive return-on-investment
objectives.

Food processors, in attempting to meet the needs of an increasing number of segmented
markets, will adopt new search, monitor, and control information technology, flexible
manufacturing approaches, and alliances with specific attribute-sensitive suppliers. Their
sourcing alliances might stretch all the way back to the attribute-design breeding
activities within the seed companies. As product attributes attain recognizable property
rights, amore vertically coordinated sourcing channel will be needed to preserve product
identity. These channels will necessitate improved coordinating methods, including
resource and production contracting, and backward integration into storage and handling
functions.

The move toward specialized product and commodity markets will increasingly define
the importance of seed companies, food manufacturers, and global bulk commodity
trading firms. Of course, many service firmswill emerge as new functions are identified
and performed. But in general, the firms that survive will be those that create a position in
the end-use market and back it up with an efficient system for producing and handling
agricultural raw materials. These leading firms will have minimized their production and
transaction costs by managing risks through well-designed, information-intensive
governance structures. Economics suggests that for the foreseeable future these
governance structures will tend more toward vertical coordination and negotiated pricing
than the open price system. This means that, at least during this phase in the evolution of
the marketing system, grain and oilseed producers will find themselvesin amore
vertically coordinated global food system.
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Produce Industry Practices

The produce industry is one of the most dynamic of our agricultural and food industries.
Produce is unlike others where the commodity is highly perishable, consumer preference
ishighly critical, and prices can drop downwards or spike upwards dramatically in hours
time.

Mergers, acquisitions, and internal growth among grocery retailers, largely since 1996,
have increased the share of grocery store sales accounted for by the top food retailers
nationwide. Similar consolidation is occurring among food wholesalers. At the same
time, new packaged and branded produce items are gaining acceptance with consumers
and vying for shelf space in the supermarket produce department. These are among
severa dynamic forces that are affecting change in produce markets and market channels.

Technological innovations, changes in consumer preferences, and globalization of the
produce industry have affected the volume of sales, price, and quality of many fresh fruits
and vegetables. Electronic commerce and vertically integrated computer networks have
allowed grower shippers and retailers to improve communications in marketing produce,
saving on inventory control and reducing shrinkage. Atmosphere controlled cargo and
remote monitoring systems have extended the shelf life and quality of perishable
products. Asaresult, the supermarket produce department has made way for year-round
varieties, precut produce, and more packaged and branded items. These changes are
likely to have profound effects on the way the produce industry is organized and the way
it conducts businesses.

Per capita consumption of fresh produce increased 12 percent during 1987-97.
Consumers, responding in part to increased health concerns, are demanding year-round
supplies of fresh produce. Rising incomes and time demands have spurred consumer
acceptance of fresh-cut, quick to prepare products.

V egetable consumption has increased significantly on a per capitabasisin the last
decade. The exceptions are cauliflower, celery, green peas and head |ettuce, which have
seen per capita consumption fall since 1990. For head lettuce, the change in consumer
preferences can be attributed to a substantial increase in Romaine and leaf |ettuce
varieties. While per capita consumption has generally increased for most of the
vegetables, the mgjority of the increase can be attributed to an increase in the
consumption of fresh vegetables, and not necessarily processed vegetables. Indeed,
potatoes are the only vegetable that has seen processed per-capita consumption outpace
fresh consumption in the last 10 years, largely as aresult of the growing demand for
french fries.

For fruit, per capita consumption has generally increased, although the magnitude of
changeis generally lower than that for vegetables. However, like vegetables, thereisa
trend toward relatively higher consumption of fresh as opposed to processed fruits. While
most of the fresh fruits have seen higher per-capita consumption in the last 10 years, there
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are some important caveats. Notably, apples, peaches and grapes have seen adeclinein
fresh consumption in the last 10 years. During the 1989-98 period, the per capita
consumption of apples dropped 10%, peaches 17% and grapes 8%. The reason for this
drop in the more traditional fruitsisthat consumers have a greater choice of fresh
productsto pick from. For example, the per capita consumption for the same period of
pineapples increased 43%, avocados 29% and strawberries 26%.

While there are no guarantees that the trends of the past will continue into the future, it
seems likely that consumer preferences for fresh fruit and vegetables will likely persist as
the U.S. population ages. Older Americans are becoming "healthy eaters' because they
tend shift to foods, which may prevent heart disease and cancer. In fact, people in the 55-
64 year old age group consume 39% more fresh fruit and vegetabl es than the national
average. Therefore, as the proportion of the U.S. population grows older, the trend of
higher fresh fruit and vegetable consumption should continue.

Traditional retailers are responding by expanding the size of their produce departments.
Between 1987 and 1997, the share of produce moving through merchant wholesalers,
including wholesal e produce markets, declined while the share of shipments to large self-
distributing grocery retaillersincreased. Asaresult there was a major trend in wholesaler
consolidation and today there are approximately 50% fewer wholesalers on the markets.
Merchant wholesalers have survived by becoming larger, performing more functions and
consumer services, and handling alarger array of specialty produce items.

Asfood retailers consolidate and expend to take advantage of economies of size, more
firms are introducing supply chain management practices such as firm wide purchasing
and the use of information technol ogies to provide the continuous inventory
replenishment and individual store oversight. These practices may lower marketing and
distribution costs of produce as well.

Industry consolidation, the introduction of new technologies, changing consumption
patterns, and new marketing and trade practices are important dynamic forces that are
likely to continue to shape produce markets and market channels in the future.

The super chain stores with their own independent warehousing, cold storage, and food
distribution centers have professional staff that includes buyers, who encourage growers
to ship direct. Growerswho provided consistent volume, packaging and grading, to the
chain stores, received improved prices and long term relationships. With improved
technology in the field, harvesting, packaging, refrigeration, and transportation, growers
from all over the country and world can reach markets that were once not accessiblein a
matter of one or two days.

Along with the increase in restaurants and fast food came the increased demand and cost
for labor. Asaresult, thisincreased the demand for value added, fresh cut, and ready to
eat prepared foods. The past 10 years has seen a major increase in value added processed
foods not only at the wholesale level, but at the retail level aswell.
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The health conscious more educated consumer has also increased the demand for local
community retail farmers markets. The past 10-15 years, there has been a phenomenal
growth inretail markets. Thisisaplace where not only are they purchasing directly from
the farmer, but it puts them more in touch with their heritage that they have lost touch
with to agreat degree. They are able to receive a high quality product and at the same
time be able to ask questions about the crop and how it was produced. The more
progressive farmers are now providing home recipes for their crops, providing that
additional service.

These markets for the most part are not expensive structures, but strategically located,
heavily advertise, temporary markets. Consumers may visit a market once, maybe twice
aweek. The markets are organized where each day of the week, certified farmers will
congregate at a particular location. Each day of the week the market will be located in a
different suburb to take advantage of the entire retail demand and their buying patterns.
The community than shops that day and most farmers are sold out by midday. “ Every
week, spring through fall, several sites throughout Fairfax County become bustling

mar ketplaces for farmers, residents and employees of our communities. Mere paved
surfaces spring alive with the abundant sights, sounds, smells, and colors of an open air
produce market. The markets are a return to a way of life once commonplace for many
of our parents and grandparents.” (www.co.fairfax.va.us/parks/farm-mkt.ntm) Those
markets that conduct seasonal festivities, advertise and promote have generated strong
retail trade.

The Food Quality Protection Act of 1996 has had the most profound impact on the
production practices of fruits and vegetables than any other piece of legislation. Simply
put, the reregistration process with the new tolerance levels and reduction in benefits will
and has reduced the number and types of pest management tools for the agricultural
community. Some of the more traditional farm chemicals like the organophosphates will
no longer be available for use.

For example, amajority of the apple growers on the east cost have not expanded their
production, but are just maintaining what they already have. With the foreseen loss of
some of their primary pest management tools, apple growers which have previously gone
to the dwarf tree root stock in the past are now reverting back to the mid size trees. The
primary reason, the pest management tolls for blight that the dwarf trees are very
susceptible to, are being lost. So the apple growers are going to the more disease
resistant trees.

In addition to the FQPA of 1996, the use of methyl bromide, a soil fumigant, hasto be
completely phased out by 2005. Methyl Bromide is used in the production of tobacco,
and fruits and vegetables. Methyl Bromide is very efficient and effective in the control of
soil nematodes and other soil pests, especialy in hot moist climates like Florida. To date,
there are no similar comprehensive alternatives. For example, methyl bromide is a must
for strawberry growersin Florida. If no alternatives are developed, this could create
opportunities for growers farther to the north where the cold winter climates destroy
potential pests.
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PRODUCE TRENDS

What does the future hold for the produce industry and what will the market segments
look like? The Packer conducted a comprehensive survey of the produce industry to try
and determine where the industry was headed. The following are some excerpts from
this study “Fresh Forward,” The Packer, Vance Publishing Corporation, 1999, that
provide some insight as to what the future will hold.

Megaretailers, price pressure, contracts, free trade, technology, consolidation, food
safety and government regulation have set the stage for a complex and competitive
produce marketplace in the new millennium.

“With advances in information, packing and handling technology and the need to gain
control over quality from afood safety and eating quality perspective, chains are
going to want to do everything they can to gain control over al elements of quality,
and that’ s going to lead to more of them working with only key suppliers.” Says
Roberta Cook, marketing economist with University California Davis.

Consumers will challenge the industry to monitor all of its practices more closely.

Of al the issues bearing down on the industry, food safety probably will be the one to
attract the most attention of regulators, legislators, consumers and consumer interests
groups. Therisks of microbiological contamination in food will lead to more
attempts to regulate how produce is handled.

Retailer consolidation will be one of the biggest forces driving change in the new
century. “Soon 5 companies, Megaretailers will account for half of all grocery sales,”
says Thomas Zaucha, President of the National Grocers Association, Reston, VA.

Consumers spend 44 percent of their total food dollar away from home, and the
National Restaurant Association predicts that share will rise to 53% by 2010.

Produce sales will grow to 15% of total supermarket sales, up from about 11 percent
today. The maority of produce departmentsin 2005 will stock 600 produce SKUS,
up from the current average of about 507. Annual retail produce sales, now at $35
billion, will continue to rise and top $50 billion. Produce sales will account for 25%
of supermarket profits, up from 17% today. The fastest-growing segment of the
produce department today is the premium quality area. Organic fresh produce sales
will surpass 5% of department sales, up from 2 %. Display space dedicated to
produce will expand from 13 percent of a supermarket square footage to about 18%.

Vaue-added fresh produce will account for 25% of produce department sales, up
from 10-15 % today. More cut fruits and vegetables will account for much of that
growth.
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e Nearly al retail organizations will bypass wholesale markets and, instead, will
purchase directly from grower-shippers. Direct buying will account for 75% of all
retail and foodservice produce buys, up from roughly 50%.

e Direct relationships between large retail and foodservice buyers and grower shippers
increasingly will dominate the produce supply pipeline.

e Only those who have the ability to mesh with buyers and their systems will be the
ultimate winners. Supermarket retailers will eventually do business with only a core
group of suppliers who offer a broad range of produce and are technologically ready.

e Contractsin which price/volume specifications are ensured long term will become the
basisfor half of all supermarket produce purchasing, up from 15% today .

e Asretailers consolidate, more grower shippers are just going to want to lock in the
business with them and will probably go to contracts if necessary and forgo the
possibility of taking advantage of higher markets.

e Grower shipper survival won't depend solely on an ability or willingness to change
systems and procedures. It also will hinge on the ability offer the products and
services buyers and their customer’s demand. Product variety, quality, integrity, and
reliability will be key to grower shippers becoming long-term suppliers.

e Most grower shippers will expand their sourcing capabilities to include other regions
with different climates as away to offer a more continuous supply.

e Grower shippers also will need increased import capabilities to remain competitive.

e Vendor managed inventory services will be a prominent outgrowth of increased
electronic communications. The growth of electronic data interchange (EDI) will
help drive category management programs. Detailed information on product sales,
particularly at theretail level, will be transmitted in real-time between buyer and
seller. Such information provides the backbone of category management programs,
which will guide retailers in making decisions about space allocation.

e The consumer, being the greatest driving force of change, is expected to consume 290
pounds of fresh fruits and vegetables per year by 2005.

Agricultural and Community Development Services conducted a regional market
assessment for the Maryland Wholesale Food Center in the spring of 2000, from Virginia
to New Jersey, following the I-95 transportation corridor. Key to our findings was that
food purchasing is still arelationship based business and that growers/regions with strong
ties to markets will be well positioned for success. This success will also be predicated
on stronger food safety programs and competitive products.

Copyright@©, 2000: Agricultural & Community Development Services, Inc, Columbia MD 16



APPENDIX D: INDUSTRY PRACTICES

The study also noted that value added foods are one of the fastest growing segments in
the region. Thirty-eight % of the respondents were engaged in some type of value added
food production with an additional 21% expecting to process foods within the next five
years. Seventy-three percent of those processing foods expect to expand their product
line. Of those not interested in processing foods, 33% believe that there is insufficient
market, 33% lack appropriate facilities, 13% lack capital, and 20% do not have an
interest in value added processing.

The study revealed that wholesalers, retailers and restaurateurs all were interested in
making direct purchases from farmers. Farmers who want access to these markets must
pay consistent attention to packaging, grading, sanitation and food safety because product
quality isavery high priority for these buyers.
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Greenhouse and Nursery

Value of Floriculture and Environmental Horticulture Crops Continues To Rise
Grower cash receipts for U.S. floriculture and environmental horticulture crops, as
estimated by USDA's Economic Research Service (ERS), reached $12.1 billion in 1998,
up 2 percent from the previous year. The value of production has grown an average $440
million ayear since 1991 when grower receipts were $9.0 billion. Cash receipts for
products from the environmental horticulture sector rose from $5.8 billion in 1991 to $7.7
billion in 1998. This category includes trees, outdoor plants, bulbs, turfgrass, and ground
covers except bedding and garden plants. Cash receipts for some categories of the
floriculture sector also posted substantial gains, particularly bedding and garden plants,
which jumped from $1.2 billionin 1991 to $2.1 billion in 1998. Potted plants (flowering
and foliage varieties used indoors) registered moderate gains since 1991, increasing from
$1.4 hillion to $1.7 billion. Domestic growers realized modest gainsin cash receipts for
cut flowers and cut cultivated greensin 1998, but their recei pts were down from $658
million in 1991 to $639 million last year. Ever increasing volumes of imports are taking
alarger share of the U.S. floral market. The domestic grower share has fallen from 65
percent in 1991 to 47 percent in 1998.

Grower cash receipts for al floriculture crops (cut flowers, cut greens, potted plants, and
bedding and garden plants) increased 6 percent from 1997. Receipts for cut flowers
increased 3 percent, while receipts for cut greens jumped 9 percent. Receipts for potted
flowering plants were up 3 percent and potted foliage plants climbed 4 percent. Bedding
plant receipts rose 8 percent while all other outdoor landscaping plant receipts, including
nursery stock and sod, continued steady .

Retail Expenditures Hit $203 Per Capita

In 1998, retail expenditures for al floriculture and environmental horticulture products, as
estimated by ERS, reached $54.8 billion, or $203 per capita. Thisis 3 percent above the
previous year and 37 percent higher than in 1991. Expenditures for cut flowers and cut
greens increased $335 million to $8.5 billion ($31.60 per capita). Potted flowering plant
expenditures increased $135 million to $3.9 billion ($14.60 per capita), while
expenditures for potted foliage plants went up $191 million to $3.5 hillion ($13.10 per
capita). Expenditures for bedding and garden plants rose 8 percent to $6.3 billion
($23.50 per capita). Retail expenditures for environmental horticulture crops (nursery
plants, trees, shrubs, bushes, bulbs, ground covers, and turfgrass) reached $38.8 hillion,
($120 per person).

Floriculture Production Area, Sales I ncrease, Grower Numbers Also Higher
Commercial production of floriculture crops as surveyed annually by USDA's National
Agricultural Statistics Servicein 36 major states reached $3.93 billion in 1998, up
dightly from 1997. Thisincludesall growers with $10,000 or more in sales of
floriculture crops. Californiawas again the leading state with crops valued at $769
million, down 3 percent for the year. Florida was down slightly from 1997 with $654
million in wholesale value. The two states accounted for 36 percent of the total value. Of
the 36 states surveyed, 21 showed increased value over the previous year. The top five--
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California, Florida, Michigan, Texas, and Ohio--accounted for $2.02 billion in sales of
floriculture crops, 51 percent of the total. Growers with sales exceeding $100,000 for the
year accounted for 91 percent of the total, at $3.56 billion. This group comprised 36
percent of the total number of growers.

The number of floriculture crop growers surveyed totaled 14,308 in 1998, compared with
1997’ srevised count of 12,717. Those with sales of $100,000 or more dropped from
5,244 t0 5,177 due to a decline in growers with more than $500,000 in total sales. The
two smallest size groups (sales of $10,000-$19,999 and $20,000-$39,999) showed large
increases. Grower numbersin al other sales groups declined from 1997 with the
exception of the $100,000-$499,999 group, which gained 7 percent.

Covered areafor floriculture crop production in 36 major statesin 1998 totaled 1.07
billion square feet, up 15 percent from 1997. All growers with sales over $10,000
increased area used in production. All types of areaincreased, including glass
greenhouse cover, fiberglass, film plastic, shade and temporary cover, and open ground.
Greenhouse space accounted for 61 percent of the total covered areawith 654 million
sgquare feet, up 22 percent from 1997. Film plastic structures increased 30 percent to 463
million square feet. Fiberglass and other rigid plastic covers were up 7 percent for the
year while glass greenhouse area increased 5 percent. Shade and temporary cover
constituted the remaining 420 million square feet of covered area, up 7 percent from
1997. Open ground use totaled 46,763 acres, 32 percent higher than in 1997.

Cut flowers: U.S. consumption (total use) of carnations, as estimated by ERS, declined
in 1998 to 1.2 billion stems, or 4.3 stems per capita. Imports accounted for 92 percent of
total consumption. Domestic grower sales and prices were generally lower. The import
volumes of standard and miniature carnations were down while prices were steady to
dightly higher. Consumption of cut roses was dightly lower last year at 1.3 billion stems
(4.7 stems per capita). The import market share climbed higher to 77 percent last year.
Domestic grower sales declined last year even though prices were higher. Import
volumes of hybrid tea and sweetheart roses were higher while prices were mostly steady
to lower. Consumption of cut chrysanthemums increased to 745 million stems (2.8 stems
per capita). Imports accounted for 89 percent of total consumption. Domestic grower
sales and prices were higher. Imports of standard and pompon chrysanthemums rose and
prices remained steady. Domestic production of cut flowers other than the major cuts
(roses, carnations, chrysanthemums, and gladioli) has been trending upward. However,
the value of domestic production of the all other cut flowers category in 1998 fell to $238
million, down 13 percent.

Cut cultivated greens: U.S. consumption of cut cultivated greensin 1998 was nearly 2.2
billion stems. About 17 percent of the total wasimported. Leatherleaf ferns accounted
for more than 62 percent of the total stems purchased, with chamaedorea accounting for
14 percent, and all other types of cut greens rounding out the remainder. Nearly al U.S.
leatherleaf production isin Florida, where year-to-year output has been very constant.
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Potted flowering plants: Consumption of most varieties of flowering plants was higher
in 1998, continuing an upward trend. However, units sold and dollar value of sales were
lower for many potted flowering plants including poinsettias, Easter lilies, orchids,
cyclamen, florist chrysanthemums, florist azaleas, African violets, and flowering hanging
baskets. Kalanchoes and the all other flowering potted plant category were higher.
Grower prices for most varieties of potted flowering plants were mostly steady or
unchanged.

Potted foliage plants: Although sales of potted foliage plants were up last year, sales of
foliage hanging baskets were lower. Consumption of both categories has been fairly
constant over the past 8 years. Areain production and the value of grower sales are
nearly unchanged since 1991.

Bedding and garden plants: Most varieties of bedding plants (vegetable or flowering
type) sold in pots recorded increased unit sales and a higher value of sales. Sales of
flowering hanging baskets were lower for geraniums and impatiens, but higher for
petunias and the all other hanging baskets category. Units sold and dollar sales of
bedding plants (flowering and vegetable types) sold in flats were lower in 1998. Prices
for bedding and garden plants were mixed, with some higher and some lower.

U.S. Remainsa Net Importer of Greenhouse and Nursery Products

The value of U.S. imports of greenhouse and nursery products reached $1.1 billion last
year, up $77 million from 1997. Cut flowers and cut greens accounted for 64 percent of
the value, and were mostly imported from Latin America and the Netherlands. The
remaining 36 percent was mostly nursery products such as bulbs and propagative plant
materials, but included some potted flowering and foliage plants that were imported
mostly from Canada. The United States exported $284 million in greenhouse and nursery
productsin 1998, up from $261 in 1997. These exports were mostly nursery products,
such a specimen trees and foliage plants shipped to Europe.

Source: 1999 U.S. Floriculture and Environmental Horticulture Report, USDA, ERS.
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EquineIndustry

The equine industry in Genesee County isvery small, but growing due to the proximity
of significant concentrations of performance and pleasure horse activities. However,
accounting for both the nature of thisindustry and its economic impacts are limited and
subject to debate. This situation is caused by the inability of researchersto clearly define
and survey the industry.

The structure of the equine industry exacerbates this problem because it is divided into
severa markets:

1. Racing Horses (Examples)
a. Thoroughbreds (Saddle)
b. Standardbreds (Harness)

2. Working Horses (Examples)
a. Draft Horses
b. Police Horses

3. Performance Horses (Examples)
a. Foxchasing

b. Dressage
c. Hunter/Jumper

4. Pleasure Horses (Examples)
a. Tral Riding
b. Pony Clubs

Few efforts have been made to evaluate this industry beyond itsimpact through racing
and specific leisure activities such astrail riding. While these research efforts have been
spotty, most indicate that the equine industry contributes significantly to the agricultural
economy though its expenditure patterns. Much of thisimpact comes from breeding,
training, farriers, veterinary services, equipment, feed, supplies, events, and other
services that also support more traditional agricultural operations. Despite such evidence,
most equestrian operations are generally not considered an agricultural activity.

The ACDS, Inc. study team, while it recognizes that equestrian activities are marginal
agricultural usesin Genesee County, found that equestrian operations from other Western
New Y ork jurisdictions have relocated or are considering expansion into Genesee County
to take advantage of lower land costs and easy access to Rochester and Buffalo. Asthis
use increases, it may put pressure on existing agricultural uses where development of
higher value residences is occurring.
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Hazard Analysisand Critical Control Point (HACCP)

Changes in consumer demand combined with a new regulatory approach to managing
public health dictate process and facility improvements in the food marketing and
distribution system. While these changes will not affect all facets of the industry, the
inclination of most firmsis to be competitively positioned to profit from heightened food
safety concerns.

The primary change in food safety management is the early adoption of Hazard Analysis
and Critical Control Point (HACCP) planning in both fresh produce marketing and value-
added processing. Despite the fact that the produce industry is not subject to mandated
HACCP planning, many institutional and large wholesale buyers have made it a
requirement. In support of this, the Food and Drug Administration, the United States
Department of Agriculture, and the Centers for Disease Control have issued a Guide for
Industry bulletin entitled “Guide to Minimize Microbia Food Safety Hazards for Fresh
Fruits and Vegetables.” The Guide specifically addresses food safety within packing
facilities and transportation which many professionals within the industry feel will
become the basis for future regulations.

In addition to the Guide, the Food and Drug Administration (FDA) is responsible for
inspecting food plants that manufacture pack, and hold produce. FDA authority and
guidelines are detailed in Title 21, Volume 2, Parts 100-169 of the Code of Federal
Regulations. Part 110 sub-part B relates directly to the design and maintenance of
facilities engaged in manufacturing and is directly related to facility planning.

Together, the Guide and Title 21 regulations are instructive in regards to facilities,
maintenance, and hygiene as follows:

Facilities: Plant construction and design must support sanitary operations and facilitate maintenance.

e Provide sufficient space for the placement of equipment and storage of materialsasis
necessary for sanitary production of food.

e Permit the taking of proper precautions to reduce the risk of food contamination
through design, operating practices, and food safety controls.

e Constructed to be easily cleaned, kept in good repair, has adequate unobstructed
workspace, and is constructed with food grade materials.

e Provide adequate ventilation or control equipment to minimize odors and vapors.
e Provide adequate lighting in all areas.

e Provide screening to protect from pests and airborne contaminants.

e Provide aclean areafor storing new containers.

Maintenance

e Maintain an areafor disposal, repair, cleaning, and sanitization of containers and
pallets.
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Maintain an area to remove as much dirt and mud as practical from fresh produce
outside of packing facilities or packing areas.

e Maintain the cooling system to ensure proper functioning.

e Clean product storage and packing areas regularly.

e Keep machinery and equipment that comes into contact with food clean.
e Establish a pest control system.

e Maintain the groundsin good condition.

e Maintain facilitiesregularly.

Hygiene

e Promote good hygienic practices.

e Provide clean properly supplied, and conveniently located toilets.
e Keep al facilities clean and free of debris.

e Contain and treat any effluent, storm water, and/or sewage leaks.

Copyright@©, 2000: Agricultural & Community Development Services, Inc, Columbia MD
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Food Quality Protection Act of 1996

In 1996, Congress unanimously passed landmark pesticide food safety legislation
supported by the Administration and a broad coalition of environmental, public health,
agricultural and industry groups. President Clinton promptly signed the bill on August 3,
1996, and the Food Quality Protection Act of 1996 became law (P.L. 104-170, formerly
known as H.R. 1627).

EPA regulates pesticides under two major federal statutes. Under the Federal Insecticide,
Fungicide, and Rodenticide Act (FIFRA), EPA registers pesticides for use in the United
States and prescribes labeling and other regulatory requirements to prevent unreasonable
adverse effects on health or the environment. Under the Federal Food, Drug, and
Cosmetic Act (FFDCA), EPA establishes tolerances (maximum legally permissible
levels) for pesticide residues in food

For over two decades, there have been efforts to update and resolve inconsistenciesin the
two major pesticide statutes, but consensus on necessary reforms remained elusive. The
1996 law represents a major breakthrough, amending both major pesticide laws to
establish amore consistent, protective regulatory scheme, grounded in sound science. It
mandates a single, health-based standard for all pesticidesin all foods; provides special
protections for infants and children; expedites approval of safer pesticides; creates
incentives for the development and maintenance of effective crop protection tools for
American farmers; and requires periodic re-evaluation of pesticide registrations and
tolerances to ensure that the scientific data supporting pesticide registrations will remain
up to date in the future.

Highlights of the Food Quality Protection Act of 1996

Health-Based Safety Standard for Pesticide Residuesin Food: The new law
establishes a strong, health-based safety standard for pesticide residuesin all foods. It
uses "areasonable certainty of no harm" as the general safety standard.

e A single, health-based standard eliminates longstanding problems posed by
multiple standards for pesticides in raw and processed foods.

e Requires EPA to consider all non-occupational sources of exposure, including
drinking water, and exposure to other pesticides with a common mechanism of
toxicity when setting tolerances.

Special Provisionsfor Infantsand Children: The new law incorporates language to
implement key recommendations of the National Academy of Sciences report,
"Pesticides in the Diets of Infants and Children."

e Requires an explicit determination that tolerances are safe for children.
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e Includes an additional safety factor of up to ten-fold, if necessary, to account for
uncertainty in datarelative to children.

e Requires consideration of children's special sensitivity and exposure to pesticide
chemicals.

Limitations on Benefits Considerations: Unlike previous law, which contained an
open-ended provision for the consideration of pesticide benefits when setting tolerances,
the new law places specific limits on benefits considerations.

o Apply only to non-threshold effects of pesticides (e.g., carcinogenic effects);
benefits cannot be taken into account for reproductive or other threshold effects.

o Further limited by three "backstops' on the level of risk that could be offset by
benefits considerations. Thefirst isalimit on the acceptable risk in any one year -
- this limitation greatly reduces the risks. The second limitation is on the lifetime
risk, which would allow EPA to remove tolerances after specific phase-out
periods. The third limitation is that benefits could not be used to override the
health-based standard for children.

Tolerance Reevaluation: Requiresthat all existing tolerances be reviewed within 10
years to make sure they meet the requirements of the new health-based safety standard.

Endocrine Disruptors: Incorporates provisions for endocrine testing, and also provides
new authority to require that chemical manufacturers provide data on their products,
including data on potential endocrine effects.

Enfor cement: Includes enhanced enforcement of pesticide residue standards by allowing
the Food and Drug Administration to impose civil penalties for tolerance violations.

Maior Reguirement — Consumer Right to Know: Requires distribution of a brochure
in grocery stores on the health effects of pesticides, how to avoid risks, and which foods
have tolerances for pesticide residues based on benefits considerations. Specifically
recognizes a state's right to require warnings or labeling of food that has been treated with
pesticides, such as California's Proposition 65.

Registration of Safer Pesticides. Expedites review of safer pesticides to help them reach
the market sooner and replace older and potentially more risky chemicals.

Anti-Microbial Pesticides: Establishes new requirements to expedite the review and
registration of anti-microbial pesticides. Ends regulatory overlap in jurisdiction over
liquid chemical sterilants.
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FINANCIAL TOOLS SUMMARY SHEETS FOR GENESEE
COUNTY, NEW YORK
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PROFILES OF PROPOSED FUNDING VEHICLES

The following are brief profiles of the various funding vehicles that are proposed for serving Gazelles in
rural areas of Northern California.

PROFILE #1: AGGIE BONDS

FINANCE PROGRAM PROFILE
Program Development Worksheet

Program Name: Aggie Bond Program | Component: Long-Term Bond Financing

Program Description:

Utilize tax exempt, small issue, private activity bonds to finance first-time and beginning farmers
purchasing property and equipment. These bonds are generally referred to as Aggie Bonds and are
defined in Section 147 of the Internal Revenue Code.

Targeted Uses:
e Land acquisition
e Capital improvements
e Equipment and machinery
e  Other depreciable assets (Breeding Stock)

Deal Size, Term, and Equity Requirement:
Average deal size is expected to be $250,000 or less and will require 10% equity.

Benefits:
o  Access to long-term capital for farmers with less the 5 years experience
e Lower interest rates for borrowers
e Community Reinvestment Act (CRA) credit for banks
o Tax exempt status

Key Elements:
Aggie bonds are simple financial instruments that require minimum start-up and administrative expense.
Authorization for an organization to issue bonds must be obtained from the State of California.
e May be used to purchase land and depreciable assets or construct buildings.
Borrowers must meet strict qualifying criteria as defined by the Internal Revenue Code.
GSVCN must be authorized by the state to offer tax incentives.
Private sector underwrites the deal.
Private sector bears all financial risk.
Bonds are privately placed, typically with the selling farmer or local financial institution.
Bonds may be used to satisfy Community Reinvestment Act requirements.
e Program is expected to be revenue neutral.

¢ O o o o o

Possible Funding Sources:
e Private placements typically made with banks.

Industry Sectors Served:
o Small scale, first-time farmers.

Partnerships and Participation:
Authorization to issue Aggie bonds in California currently rests with:
Mr. Herb Aarons
California Coastal Rural Development Corporation
P.O. Box 2103
Salinas, CA 93902

Claggett Wolfe Associates
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PROFILE #2: BLENDED FACTORING

FINANCE PROGRAM PROFILE
Program Development Worksheet

Program Name: Blended Factoring | Component: Participation w/ Existing Factor

Program Description:

This program component expands the local base for higher risk accounts receivable financing by
participating with existing asset based lenders or factors on receivable financing to technology,
manufacturing and agriculturally related businesses.

Targeted Uses:
s Goods in process
e Inventory

e Shipping
e Marketing
o Sales

Business Profile:
Early-stage business in technology, manufacturing and agricultural industry categories seeking a cost
effective means to generate working capital.

Deal Size, Term, and Equity Requirement:

Deals will be limited to $100,000 with terms extending no more than 1 year. There is no equity
requirement. Factor’s agreement secures the deal. Likely structure of 80% loan to value with limitations
of 20% of accounts receivable allowed with any one customer.

Benefits:
e Provides short-term working capital alternative to credit cards and second mortgage type loans.
e Helps the industry as well as individual businesses develop a track record with working capital

financing.
e Reduces cost of short-term capital
Key Elements:
e Factoring agreement must be in-place.

e Program takes no more than 50% of the factor’s loan.
Blending program and factored rates reduces financing costs, and provides the factor with an
acceptable rate of return.

e Factor underwrites the loan.

o Credit is not revolving.

Possible Funding Sources:
e USDA, Rural Development loans or grants
e Community Development Block Grant (CDBG)
e Community Development Financial Institution Fund (CDFI)
e Investments from established private financial institutions

Industry Sectors Served:
e Distributors
e  Wholesalers
e Retailers
e Manufacturers

Claggett Wolfe Associates
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PROFILE #2: BLENDED FACTORING (CONTINUED)

FINANCE PROGRAM PROFILE
Program Development Worksheet

Partnerships and Participation:
o Local and regional banks
e Commercial finance companies
e Factors

Other Issues:

e Program success will focus on the factors’ ability and willingness to underwrite receivables.

Claggett Wolfe Associates
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PROFILE #3: “ANGEL” BANKING

FINANCE PROGRAM PROFILE
Program Development Worksheet

Program Name: “Angel” Banking | Component: Debt with Royalties/Warrants

Program Description:

The Angel Banking program will focus on providing debt capital to high-growth technology ventures that
have received equity investments from approved Angel groups and/or Angel investors. The intent of the
program is to provide additional sources of capital to finance the start-up and growth of technology
ventures in areas of California that currently lack suitable sources of debt capital to finance early-stage
companies. The investment(s) by the Angel investors will be considered during the underwriting process
to make final credit decisions. Risk will be offset through royalties and/or warrants provided to the
program in exchange for one or more of the following: lower pricing, extended terms, reduced interest
rates, and/or less stringent collateral requirements.

Targeted Uses:
e Purchase Order Financing
Production scaling
Equipment and machinery purchases
Debt restructuring
Marketing
Prototype development
Research and Development
e Material/input purchasing

Business Profile:

Early-stage technology ventures that have received investment capital from approved Angel groups and/or
investors. Companies receiving funds in exchange for warrants must demonstrate a viable exit strategy
for all investors.

Deal Size, Term, and Equity Requirement:
Loan amounts not to 10% of the total loan fund with a maximum term of 10 years. Term will vary based
on the product’s time to market and/or expected life cycle. Equity requirements to be determined.

Benefits:
e Alternate capital source for higher-risk deals in areas of California not currently served by such a

product.
¢ Borrower allowed to retain more equity in the business by using a debt instrument.
Key Elements:
o Requires Angel participation.

Program success requires flexible, but sound underwriting with limited exposure in any one
technology sector.

¢ Finances “soft costs” such as marketing and sales.
Program income will be used for future loans as well as seed capital for a future equity fund.

e Royalty/warrant component will be utilized to compensate the fund for additional risk of
providing early stage financing.

e Royalty/warrant requirements will vary based on risk exposure and the stage at which program
enters the deal.

e Requires additional managerial support and oversight from program administrator as well as
specific technology expertise on loan review committee.

e Revenue neutral / revenue positive.

Claggett Wolfe Associates
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PROFILE #3: “ANGEL” BANKING (CONTINUED)

FINANCE PROGRAM PROFILE
Program Development Worksheet

Possible Funding Sources:
o USDA, Rural Development loans or grants
e Community Development Block Grant (CDBG)
e Community Development Financial Institution Fund (CDFT)
¢ Investments from established private lending institutions
o Investments from Institutional and Private Investors

Industry Sectors Served:

o Agri-Technology
Biotechnology
Communications Technology
Computer Technology
Environmental Technology
Information Technology
Medical Device and Health Sciences
Micro-electronics and Semiconductors

Partnerships and Participation:
e Sierra Angels
North Bay Angels
Sacramento Angels
Regional investment banks
Regional and local banks
Private investors
Commercial finance companies
e State and federal government agencies

Issues Requiring Additional Consideration:
¢ Buy-out provision for royalty agreements.
Legal structure of administering organization.
Valuation.
Investigation of preferred stock or convertible preferred stock program.

Claggett Wolfe Associates
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PROFILE #4: PURCHASE ORDER FINANCING

FINANCE PROGRAM PROFILE
Program Development Worksheet

Program Name: Purchase Order Fmancing | Component: Public/Private Participation

Program Description:
This program component will provide short-term credit to finance working capital based on verified

product purchase orders.

Business Profile:
Existing business unable to meet customer demand due to limited working capital availability. This
business has limited capital reserves, and does not have sufficient access to appropriate short-term credit.

Deal Size, Term, and Equity Requirement:
Deals are expected to range from $50,000 to $250,000. Terms should be based on the product’s
production cycle not to exceed 18 months. No equity is required.

Benefits:
¢ Provides short-term working capital alternative to credit cards and second mortgage type loans.
e Helps the industry as well as individual businesses develop a track record with working capital
financing.

Targeted Uses:
e Plant expansion
Professional services
Equipment and machinery purchases
Goods in process
Inventory
Shipping

Key Elements:

Allows manufacturer to use purchase orders as security for working capital loans.
Requires additional underwriting including validation of purchase order.

Loans are non-revolving and non-renewable.

Potential exposure with businesses operating in volatile market segments.

Possible Funding Sources:

e USDA, Rural Development loans or grants

¢ Community Development Block Grant (CDBG)

e  Community Development Financial Institution Fund (CDFI)
Investments from established private lending institutions
o Bond issue

Industry Sectors Served:
o Manufacturing
¢ Supply and distribution

Partnerships and Participation:
e Local and regional private lenders
e Commercial finance companies
e Factors

Other Issues:
e May also wish to investigate an asset based lending guarantee program as a lower risk option.

Copied with permission from “Capital Opportunities for Gazelles in Rural California.”

Claggett Wolfe Associates
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FOR IMMEDIATE RELEASE;
January 12, 2001

GOVERNOR ANNOUNCES NEW $28 MILLION PLAN TO HELP FAMILY
FARMS

. MR

Package Includes New Tax Credits, Expansion of STAR, New Funds for Historic Barns

Governor George E. Pataki today announced that his 2001-2002 Executive Budget will include a new
$28 million package of initiatives that will make New York's top industry -- agriculture -- even more
productive and competitive.

The Governor's plan includes a new farmland restoration tax credit, expansion of the STAR program to
include all farmers, and cxpansion of the agricultral property tax credit. The package also includes a
new historic home ownership assistance tax credit which would assist New Yorkers in purchasing and
rehabilitating historic homes -- including farm houses.

"New York's farmers are the backbone of our economy and over the last six years we have worked to
see that agriculture remains New York's number one industry," Govemor Pataki said. "We have cut
property taxes, slashed workers' compensation costs, and reduced energy costs for farmers.

"This new package will build on these initiatives, along with new measures such as Co- STAR, an
innovative new plan that will complement the STAR program and bring county property tax relief to
farmers. New York's farmers producc some of the finest products in the worid, and we must contiruc to
ensure that they arc able to remain a vital part of New York's economy."

Lt. Governor Mary O. Donohue said, "Govemor Pataki's 2001-02 Executive Budget will produce
wremendous benefits for New York's critically important agriculture industry. By expanding tax credits
ard providing ruch-needed property tax relief, the Governor's package will continue our ongoing
2forts to strengthen family farms throughout our State.”

Creation of Ncw Faninland Restoration Tax Credit

The Governor's Budget would create a new tax credit to encourage the development or restoration of
farmland. The Farmland Restoration Tax Credit would provide a one-time tax credit for property owners
who make certain improvements to their land, including soilimprovements and fencing and silo
rehabilitation,

Landowners making these new farmland investments are eligible for a new tax credit of up to $10,000.
This new measure would become effective beginning in 2002, with total savings for New York's farmers
estimated at $8 miilion.

Expansion of Agriculiural Property Tax Credit
Govemor Pataki's Budget would extend the agricultural property tax credit to cover rented farmland --
allowing land owners who rert. their farmland to take advantage of this existing credit. The existing tax

credit, created by Governor Pataki in 1996, allows qualified farmers to claim an income tax credit equal
to the amount of school taxes they npay on the first 250 acres of farmland, plus one half of the school
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taxes they pay on the remaining acreage. This valuable credit cu-rently seves farmers approximately $20
million annually. Extending the credit to those who rent their farmland will resuit in an additional §5
million in tax relicf for farmers when fully implemented in 2002.

Expansion of Original STAR Program to All Farmers

Governor Pataki's historic $2.6 billion STAR school property tax relief program is now providing New
Yorkers, including farmers, with dramatic school property tax savicgs. In fact, with this year's increase
in STAR, individual farmers will save on average, more than $600 per year.

The Governor's 2001-2002 Executive Budget will include a measure to extendthe STAR school property
1ax relief program to all farmers across the State, This praposal would allow farmers who operate farms
that are held in corporate or partner ownership to claim the same STAR exemption as those farms that
are privately held.

Many family farms are structured as corporations for insurance, liability and finaucial reasons and
therefore can not take advantage of the STAR program, even though they may only employ a few family
members and workers. This new measure will enable these small farms to have access to the Governor's
STAR program beginning in the 2002-03 school year and is estimated to produce savings worth $3
million when fully implemented.

Earlier this month in his State of the Stare address, Governor Pataki unveiled Co-8STAR, another new
initiative that would help farmers, Modeled after the STAR program, Co-STAR would provide income
cligible seniors and farmers across the State with new county property tax savings. Under the program,
the average farmer would save more than $200 per year in county taxes.

52 million in New Funding for Historic Barns Program

fhe Governor's Budget will also contain $2 million in new funding 1o restore and preserve historic barns
and related agricultural buildings in New York. The New York State Bams Restorztion and Preservation
Program, created last ycar by Governor Pataki, will revitalize aging structures that represent the heritage
of New York's working farms and improve landscapes enjoved by residents and tourists alike.

Under tte program, historic bam owners are able to access funds for a variety of capital repairs for
agricultural buildings including barns, sheds and silos that are more than 50 years old. Eligible projects
melude repairs to roofs, foundations, walls, silos, and overall stabilization.

New Historic Homes Tax Credit

The Governor's Executive Budget will also include a new Historic Home Ownership Assistance Tax
Credit that would provide an income tax credit for a portion of qualified rchabilitation expenditures
made by a taxpayer to promote the rehabilitation or purchase of a historic home -~ including farm
houses. The credit would become effective in 2002 and save taxpayers an estimated $10 million
annually.

Since taking office, Governor Pataki has cut school property taxes for farmers; slashed workers'
compensation rates for farmers; reduced evergy costs on farms; strength ened agricultural district laws:
introduced new merketing programs 1o promote homegrown products; and positioned New York to
become the next member of the Interstate Dairy Compact.
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1.0 Executive Summary

Genesee County is one of New Y ork State’'s most significant agricultural communities.
The County’ s unique “mucklands’ foster vegetable production while dairy farming
remains asignificant operation. After aglight declinein the early 1990's, real farm sales
in Genesee County increased by $26 million between 1992 and 1997. Over thistime
period, real crop salesincreased $16 million while receipts from livestock related

products increased $10 million.

The statistics bear that while the value of agricultural goods produced in Genesee County
isincreasing, the total number of farms and people who farm in the County is decreasing.
In other words, farms are becoming larger, more productive, and controlled by fewer
people. Thereisageneration of former farming families who have decided that they
will not pursue afuture in the agriculture industry. Their land has come under residential
and commercial development pressure as urban sprawl increases in neighboring Erie and
Monroe Counties. Many landowners have made the decision to subdivide their
agricultural land and sell parcels for residential development.

Agricultural land is a non-renewabl e resource; once agricultural land is converted to
residential or commercial use, it cannot be returned to agricultural productivity. The
purpose of completing a Cost of Community Services Study (COCS) isto try to
substantiate an important claim that could help protect agricultural land from future
development. The COCS study attempts to prove that preserving agricultural land and
open space within acommunity can have a positive impact on the local tax base.

A COCS Study was completed for the Town of Byron, New Y ork as part of a County-
wide Farmland Protection Plan prepared for Genesee County.  According to the results
of the study completed for Byron, the average ratio of dollars generated by residential
development to services required was $1.00 to $1.30. In other words, for every dollar
raised from residential revenues, the Town spent an extra 30 cents on average in direct
services. These servicesinclude education, health and human services, fire safety, and
public works. The average ratio for agricultural land, forest and other open space was
$1.00 to $.49 cents; for every dollar raised in revenue the Town retained $.51 cents.

Average Land Use Ratios for the Town of Byron, New Y ork

Residential Commercial/Industrial Agricultural/Forest/Open Space
$1.00: $1.30 $1:00: $0.77 $1.00: $0.49
Agricultural & Community Development Services, Inc. 2
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2.0 Introduction

2.1 Town of Byron Overview

The Town of Byron isarural community with approximately 2500 residents; the
Town islocated between the City of Buffalo in Erie County and The City of
Rochester in Monroe County. Byron is aso located less than 10 miles from City
of Batavia, the Genesee County seat. Byron has virtually no industry and limited
commercial development within its borders. Over the past decade, agricultural
land has been subdivided to accommodate new residential development; the
municipality now functions as a “ bedroom community” serving the urban centers
of Rochester, Buffalo, and Batavia.

As Genesee County farms become larger, yet the number of farms becomes
smaller, the Town of Byron has some important issues to address. The Town of
Byron should measure the current financial contributions of major municipal land
uses to determine their overall impact on the Town'’sfinancial health. The Town
must consider the cost of providing public services to each type of land use
compared to the amount of revenue the Town derives from each land use.
Completing a Cost of Community Services (COCS) Study can help the Town to
make this determination.

2.2 What isa COCS Study

A COCS Study reorganizes local financial records of acommunity to determine
the net effect of various land usesin asingle fiscal period. The COCS study will
compare costs and revenues from residential; commercia and industrial; and
agricultural, forest and open land sectors to provide a snapshot of the financial
contributions of current land uses to local governments.

Most COCS studies determine that agricultural and open lands generate morein
revenues than they demand in municipal services. The purpose of completing the
study for the Town of Byron was to determine whether the results would be
similar to the majority of other COCS studies conducted in New York. The
Byron COCS researched the fiscal profile of the community, assessed how
revenues were generated and distributed by land use to determine the cost of
providing services to residential, commercial/industrial, and agricultural/open
gpace categories. Not surprisingly, the Study details the same basic revenue and
expense dynamics. agricultural uses are a net contributor to the Town while
residential uses consume more in services than they contribute in tax revenue.

Agricultural & Community Development Services, Inc. 3
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The following report summarizes the findings for the Town of Byron. The report
isorganized into four main sections: Introduction, Methodology, Findings and
Discussion. The report also provides detailed tables, appendices and references.

2.3 Methodology

The objective of the COCS study is to compare Byron's annual income to the
expense of providing public service for different land use sectors. The study is
not intended to predict the future. Rather, the study represents a“snapshot in
time” of costs versus revenues per land use type in Byron. For this study, Fiscal
Y ear 2000 was chosen because it was the most recent year with a complete,
adopted Town Budget. Budgeted appropriations and revenues were use because
they approximate an average year’ s fiscal condition and will not be skewed by
unexpected expenditures or revenues.

The methodology developed by the American Farmland Trust (AFT) was used to
complete the COCS Study. AFT isaprivate, nonprofit membership organization
founded in 1980 to protect the region’s agricultural resources. AFT works to stop
the loss of productive farmland and to promote farming practices that lead to a
healthy environment.

The COCS Study was conducted using these five major steps:
1 Meet with local sponsors

Working with local government specialists including the Town
Supervisor, Town Tax Assessor and Town Clerk to define land use
categories into:

e Residentia
e Commercia/lndustrial
e Agriculture and Open Space

Each property tax code was divided into one of the above land use
categories. Thelist was approved and finalized by the Town Tax
Assessor.

Agricultural & Community Development Services, Inc. 4
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2. Collect Data

e Obtain relevant reports including:

-Adopted Town Budget 2000
-2000 property tax and school tax rates

e Contact Appropriate Officialsincluding:

- Town Supervisor

- Town Tax Assessor

- Town Clerk and Tax Collector

- County Sheriff

- Town Fire Chief

- County Real Property Tax Representatives
- Byron-Bergen and Elba School Districts

3. Group Revenues and allocate them by land use
o Property Taxes
o Local Receipts
. State Aid
o Miscellaneous Receipts

4. Group Appropriations (Expenditures) and allocate them by
land use:

General Government

Public Safety

Home and Community Services
Town Employees

Interfund Transfers

Highway Fund

Sewer District (Special District)
Fire District (2 Special Districts)
School District (2 Districts)

5. Analyze data and calculate ratios

Agricultural & Community Development Services, Inc.
peter j. smith & company, inc.
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1. Meet With Local Sponsors

The COCS Study was completed as part of alarger Farmland Protection Plan
prepared for the whole of Genesee County. The Study was overseen by a
Steering Committee comprised of various agricultural and governmental
specialists. The Steering Committee selected the Town of Byron for the COCS
study for the many reasons previously described: *urban sprawl” development
pressure, declining number of overall farms, and the pristine rural character of the
community.

2. Collect Data

To complete the COCS study, interviews with “local sponsors’, or the people who
know most about the Town of Byron, were completed. Discussions were held
with the Town Tax Assessor to divide each Town tax code into one of three land
use categories: residential, commercial/industrial, and agriculture/open space.

Aninformal meeting between the Study Team, the Town Supervisor, and the
Town Tax Assessor was also conducted. Each individual item of the 2000 Budget
was reviewed and the requisite revenues and appropriations divided between the
three designated land uses. The Town Clerk and the Collector of Taxes were also
included in this conversation to ensure accuracy.

In addition to these local contacts, the Town’s Fire Chief; the Chief of the County
Sheriff’s Department; the Genesee County Office of Real Property Assessment;
and the Elba School District and Byron-Bergen School Districts were contacted
for data and additional input.

3. Allocate Revenues by Land Use

The interviews conducted helped to alocate all 2000 anticipated revenues into the
three land use categories. For each lineitem in the 2000 Budget, Town officials
determined which land use, or combination of land uses, generated the funds.
Items generated exclusively by residents would include Town fines and
forfeitures, and moneys dedicated to the Town youth program. No revenue
source was generated exclusively by commercial/industrial or agriculture/open
gpace. The remainder of revenues were typically generated by a mix of the uses
included sewer district rents, school taxes, highway appropriations, and fire
district revenues.

4, Allocate Appropriations by Land Use

The interviews conducted helped to alocate all 2000 Budget appropriations into
the three land use categories. For each line item, the land use — or combination of

Agricultural & Community Development Services, Inc. 6
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Genesee County: Town of Byron Cost of Community Services Study

land uses — that requires the fund was determined. Items demanded exclusively
by residents include expenses related to the Town youth program, library,
museum, festivals, cemeteries and Census expenditures. There were no line items
designated exclusively to commercial/industrial or agricultural/open space. The
remaining line items were appropriated toward a combination of two or three land
uses together. Examplesinclude sewer district rents, highway expenditures,
general government expenditures, home and community service expenditures, and
Town employee expenditures.

Calculation of “fall back” percentages

Even after completing a thorough interview and research process, there are some
line items that are difficult to allocate into land use categories. When this
situation arose, a “fall back” land use breakdown was used based on the total
assessed value for each land use related to the total assessed value within the
Town of Byron.

5. Analyze Date and Calculate Ratios

Upon completion of all necessary interviews, information was entered into an
Excel Spreadsheet program for analysis.

Agricultural & Community Development Services, Inc. 7
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Genesee County: Town of Byron Cost of Community Services Study

3.0 Findings

The COCS Study completed for the Town of Byron offers a*“snapshot in time” for local
and County decision makersto consider. The findingsillustrate the current costs of
servicing each land use type compared with the amount of revenue each land use type
contributes the tax base. This initiative is not meant to be predictive nor to judge the
intrinsic value of one land use over another. The uniqueness of the study isthat it
considers agricultural land and open space — land uses that are often ignored in other
types of fiscal analyses.

Many proponents of growth often present farmland and other open lands as awaiting a
“highest and best use’; this use is most often residential development. The COCS
findings show the positive tax benefits of maintaining these landsin their current use.
The cost of providing new residents with basic servicesis quite expensive. Education,
fire services, police protection, road maintenance, public sewer and water are all
expenses which must be evaluated along with a new residential development’s
contribution to the tax base.

Similar to agriculture and open space, commercial/industrial land uses also provide far
more in revenues than they demand in services. Y et new businesses require new
workers. Often times, if the local market is not enough to satisfy demands, “ urbanizing”
will typically occur. New commercial development istypically followed by an increased
demand for new housing, traffic congestion, and pollution.

The COCS Study isintended to encourage local and regional policy makers that the
preservation of agriculture and open space has many economic consequences. Farmland
not only pays property tax, but includes many additional economic multipliersin its own
right. Farming isan industry that contributes to the local employment base and supports
many other business both locally and regionally. Farming is also a cost-effective way to
maintain acommunity’srural character.

According to the results of the study completed for Byron, agricultural, open space,
commercial, and industrial uses are important contributors to the Town’sfiscal health.
Thisis demonstrated in the average ratio of dollars generated by residential development
to services required which was $1.00 to $1.30. In other words, for every dollar raised
from residential revenues, the Town spent an extra 30 cents on average in direct services.
These services include education, health and human services, fire safety, and public
works. The average ratio for agricultural land, forest and other open space was $1.00 to
$.49 cents; for every dollar raised in revenue the Town retained $.51 cents. For
commercial and industrial uses, the Town retained $.23 cents in excess of expenses.

Average Land Use Ratios for the Town of Byron, New Y ork

Residential Commercial/Industrial Agricultural/Forest/Open Space
$1.00: $1.30 $1:00: $0.77 $1.00: $0.49
Agricultural & Community Development Services, Inc. 8
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4.0 Revenueand Appropriation Spreadsheets

See attached Excel spreadsheets

Agricultural & Community Development Services, Inc.
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5.0 Bibliography of Sources

American Farmland Trust References
ACDS References

Genesee County Planning Department

Agricultural & Community Development Services, Inc.
peter j. smith & company, inc.

10



Town of Byron

Appropriations 2000

Appropriations 2000 Budget Residential Commercial/Industrial | Agriculture/Open Space
General Government
Town Board 13,200.00 3,300.00 3,300.00 6,600.00
Justices 17,030.00 13,624.00 3,406.00 0.00
Supervisor 8,800.00 2,200.00 1,760.00 4,840.00
Auditor 1,000.00 800.00 100.00 100.00
Tax Collection 3,280.00 1,968.00 328.00 984.00
ASSessors| 14,050.00 5,620.00 7,025.00 1,405.00
Town Clerk 24,419.00 17,093.30 1,220.95 6,104.75
Attorney)| 10,000.00 4,500.00 2,000.00 3,500.00
Personnel 11,933.00 9,546.40 2,386.60 0.00
Elections 2,000.00 2,000.00 0.00 0.00
Records Management| 2,904.00 2,323.20 290.40 290.40
Buildings| 23,000.00 13,800.00 2,300.00 6,900.00
Central Printing & Mailing 4. 500.00 3,150.00 225.00 1,125.00
Central Data Processing 2,500.00 1,750.00 125.00 625.00
Special Items 33,393.00 23,375.10 1,669.65 8,348.25
TOTAL 172,009.00 105,050.00 26,136.60 40,822.40
Public Safety
Constable/Bingo Inspectof 1,000.00 1,000.00 0.00 0.00
Traffic Control 6,000.00 4,500.00 300.00 1,200.00
Control of Dogs 900.00 810.00 45.00 45.00
Safety Inspectiong 6,400.00 4.,800.00 320.00 1,280.00
TOTAL 14,300.00 11,110.00 665.00 2,525.00
General Fund
Vital Statistics 1,085.00 868.00 54.25 162.75
Drug Testing 300.00 90.00 30.00 180.00
Superintendant of Highways 32,750.00 9,825.00 3,275.00 19,650.00
Garage 3,200.00 960.00 320.00 1,920.00
Street Lighting 12,000.00 8,400.00 1,800.00 1,800.00
Veterans Service 600.00 600.00 0.00 0.00
Park Program 6,600.00 1,650.00 0.00 4,950.00
Youth Program 7,000.00 7,000.00 0.00 0.00
Library| 10,300.00 10,300.00 0.00 0.00
Museum 2,500.00 2,500.00 0.00 0.00
Historian/Celebrations 4,135.00 4,135.00 0.00 0.00
Adult Recreation 3,000.00 3,000.00 0.00 0.00
TOTAL 83,470.00 49,328.00 5,479.25 28,662.75
Home and Community Services
Zoning 5,200.00 3,120.00 520.00 1,560.00
Planning 3,300.00 990.00 660.00 1,650.00
Refuse and Garbage 31,000.00 21,700.00 3,100.00 6,200.00
Conservation 0.00 0.00 0.00 0.00
Cemeteries 500.00 500.00 0.00 0.00
Census 50.00 50.00 0.00 0.00
TOTAL 40,050.00 26,360.00 4,280.00 9,410.00
Employees
State Retirement 500.00 350.00 50.00 100.00
Social Security|] 8,500.00 5,950.00 850.00 1,700.00
Co. Workers Compensation 11,000.00 7,700.00 1,100.00 2,200.00
Disability| 500.00 350.00 50.00 100.00
Hosp. And Medical Insurance 10,500.00 7,350.00 1,050.00 2,100.00
Lieu of Medical Insuranceg 2,000.00 1,400.00 200.00 400.00
Medicare 2,250.00 1,575.00 225.00 450.00
TOTAL 35,250.00 24,675.00 3,525.00 7,050.00
Interfund Transfers
Capital Projects Fund 50,000.00 35,000.00 5,000.00 10,000.00
TOTAL 50,000.00 35,000.00 5,000.00 10,000.00
Highway
General Repairs 155,742.00 46,722.60 15,574.20 93,445.20
Machinery| 55,000.00 16,500.00 5,500.00 33,000.00
Miscellaneous 7,500.00 2,250.00 750.00 4,500.00
Snow Removal 119,000.00 35,700.00 11,900.00 71,400.00
Employee Benefits 27,050.00 8,115.00 2,705.00 16,230.00
Sewer District
Administration 8,000.00 6,400.00 1,600.00 0.00
Collection Operations 16,765.00 13,412.00 3,353.00 0.00
Treatment Operations| 14,000.00 11,200.00 2,800.00 0.00
Sampling & Testing 9,450.00 7,560.00 1,890.00 0.00
General Operations| 50,100.00 40,080.00 10,020.00 0.00
Employee Benefits 6,500.00 5,200.00 1,300.00 0.00
Debt Service 35,000.00 28,000.00 7,000.00 0.00
Interest 19,430.00 15,544.00 3,886.00 0.00




Fire

District 1 46,500.00 41,850.00 2,325.00 2,325.00
District 2 46,500.00 41,850.00 2,325.00 2,325.00
TOTAL FIRE DISTRICT APPROPRIATIONS 93,000.00 83,700.00 4,650.00
School
Byron-Bergen 1,764,143.85 1,764,143.85 0.00 0.00
Elba 84,411.68 84,411.68 0.00 0.00

TOTAL SCHOOL DISTRICT APPROPRIATIONS 1,848,555.53 1,848,555.53

TOTAL APPROPRIATIONS 2,860,171.53 2,420,462.13 118,014.05 321,695.35
PERCENT OF TOTAL APPROPRIATIONS 100%

RATIO $1.30 $0.77 $0.49




Town of Byron

Appropriations 2000

Appropriations 2000 Budget Residential | Commercial/Industrial | Agriculture/Open Space
GENERAL GOVERNMENT
Town Board 13,200.00 25% 25% 50%
Justices 17,030.00 80% 20% 0%
Supervisor 8,800.00 25% 20% 55%
Auditor 1,000.00 80% 10% 10%
Tax Collection 3,280.00 60% 10% 30%
Assessors 14,050.00 40% 50% 10%
Town Clerk 24,419.00 70% 5% 25%
Attorney 10,000.00 45% 20% 35%
Personnel 11,933.00 80% 20% 0%
Elections 2,000.00 100% 0% 0%
Records Management 2,904.00 80% 10% 10%
Buildings 23,000.00 60% 10% 30%
Central Printing & Mailing 4,500.00 70% 5% 25%
Central Data Processing 2,500.00 70% 5% 25%
Special Items 33,393.00 70% 5% 25%
TOTAL 172,009.00
PUBLIC SAFETY
Constable/Bingo Inspector 1,000.00 100% 0% 0%
Traffic Control 6,000.00 75% 5% 20%
Control of Dogs 900.00 90% 5% 5%
Safety Inspections 6,400.00 75% 5% 20%
TOTALS 14,300.00
GENERAL FUND
Vital Statistics 1,085.00 80% 5% 15%
Drug Testing 300.00 30% 10% 60%
Superintendant of Highways 32,750.00 30% 10% 60%
Garage 3,200.00 30% 10% 60%
Street Lighting 12,000.00 70% 15% 15%
Veterans Service 600.00 100% 0% 0%
Park Program 6,600.00 25% 0% 75%
Youth Program 7,000.00 100% 0% 0%
Library 10,300.00 100% 0% 0%
Museum 2,500.00 100% 0% 0%
Historian/Celebrations 4,135.00 100% 0% 0%
Adult Recreation 3,000.00 100% 0% 0%
TOTAL 83,470.00
HOME AND COMMUNITY SERVICES
Zoning 5,200.00 60% 10% 30%
Planning 3,300.00 30% 20% 50%
Refuse and Garbage 31,000.00 70% 10% 20%
Conservation 0.00 0% 0% 0%
Cemeteries 500.00 100% 0% 0%
Census 50.00 100% 0% 0%
TOTAL 40,050.00




EMPLOYEES

State Retirement 500.00 70% 10% 20%
Social Security 8,500.00 70% 10% 20%
Co. Workers Compensation 11,000.00 70% 10% 20%
Disability 500.00 70% 10% 20%
Hosp. And Medical Insurance 10,500.00 70% 10% 20%
Lieu of Medical Insurance 2,000.00 70% 10% 20%
Medicare 2,250.00 70% 10% 20%
TOTAL 35,250.00
INTERFUND TRASFERS
Capital Projects Fund 50,000.00 70% 10% 20%
TOTAL 50,000.00
Total General Fund Appropriations 395,079.00
Highway Appropriations - Townwide
General Repairs 155,742.00 30% 10% 60%
Machinery 55,000.00 30% 10% 60%
Miscellaneous 7,500.00 30% 10% 60%
Snow Removal 119,000.00 30% 10% 60%
Employee Benefits 27,050.00 30% 10% 60%
Total Highway Fund Appropriations 364,292.00
Sewer District Appropriations
Administration 8,000.00 80% 20% 0%
Collection Operations 16,765.00 80% 20% 0%
Treatment Operations 14,000.00 80% 20% 0%
Sampling & Testing 9,450.00 80% 20% 0%
General Operations 50,100.00 80% 20% 0%
Employee Benefits 6,500.00 80% 20% 0%
Debt Service 35,000.00 80% 20% 0%
Interest 19,430.00 80% 20% 0%
Total Sewer District Including Debt Service 159,245.00
Fire
District 1 46,500.00 90% 5% 5%
District 2 46,500.00 90% 5% 5%
Total Fire District Appropriations 93,000.00
School
Byron-Bergen 1,764,143.85 100% 0% 0%
Elba 84,411.68 100% 0% 0%
Total School District Appropriations 1,848,555.53




Town of Byron

Revenues 2000

Revenues 2000 Budget Residential Commercial/Industrial | Agriculture/Open Space
General Fund
Interest and Penalties 1,800.00 1,206.00 108.00 486.00
Non-Prop Cty. Dist. 250,000.00 167,500.00 15,000.00 67,500.00
Departmental Income 10,000.00 6,700.00 600.00 2,700.00
Home and Community Service 20,000.00 13,400.00 1,200.00 5,400.00
Value of Money/Property 5,000.00 3,350.00 300.00 1,350.00
Licenses and Permits 4.000.00 4,000.00 0.00 0.00
Fines and Forfeitures 7,600.00 5,092.00 456.00 2,052.00
Miscellaneous
Scrap Metals 300.00 201.00 18.00 81.00
Youth Program 1,400.00 1,400.00 0.00 0.00
State Aid
Per Capita 9,000.00 9,000.00 0.00 0.00
Mortgage Tax 20,000.00 13,400.00 1,200.00 5,400.00
State Aid Assessment 300.00 201.00 18.00 81.00
Youth Programs 1,200.00 1,200.00 0.00 0.00
TOTAL 330,600.00 226,650.00 18,900.00 85,050.00
Highway
Dist. by County 125,000.00 83,750.00 7,500.00 33,750.00
NYS Snow Removal/Mowing 27,000.00 18,090.00 1,620.00 7,290.00
Services other Government 46,848.00 31,388.16 2,810.88 12,648.96
Interest & Earnings 5,300.00 3,551.00 318.00 1,431.00
State Aid 50,742.00 33,997.14 3,044.52 13,700.34
TOTAL 254,890.00 170,776.30 15,293.40 68,820.30
Sewer District
Sewer Rents 95,160.00 85,644.00 9,516.00 0.00
Hook Up Charges 0.00 0.00 0.00 0.00
Interest-Penalties 500.00 450.00 50.00 0.00
Interest-Earnings 2,670.00 2,403.00 267.00 0.00
Insurance & Recoveries 0.00 0.00 0.00 0.00
Special Ass/Debt Service 54,430.00 48,987.00 5,443.00 0.00
TOTAL 152,760.00 137,484.00 15,276.00 0.00
Fire District
Fire
District 1 46,500.00 31,155.00 2,790.00 12,555.00
District 2 46,500.00 31,155.00 2,790.00 12,555.00
TOTAL 93,000.00 62,310.00 5,580.00 25,110.00
School District
School
Byron-Bergen 1,764,143.85 1,222,202.42 97,586.78 444,354.65
Elba 84,411.68 45,554.16 866.04 37,991.48
TOTAL 1,848,555.53 1,267,756.58 98,452.82 482,346.13
TOTAL REVENUES
PERCENT OF TOTAL REVENUES 100% 70% 6% AT




Town of Byron

Revenues 2000

Revenues 2000 Budget Residential Commercial/Industrial | Agriculture/Open Space
General Fund
Interest and Penalties 1,800.00 67% 6% 27%
Non-Prop Cty. Dist. 250,000.00 67% 6% 27%
Departmental Income 10,000.00 67% 6% 27%
Home and Community Service 20,000.00 67% 6% 27%
Value of Money/Property 5,000.00 67% 6% 27%
Licenses and Permits 4,000.00 100% 0% 0%
Fines and Forfeitures 7,600.00 67% 6% 27%
Miscellaneous
Scrap Metals 300.00 67% 6% 27%
Youth Program 1,400.00 100% 0% 0%
State Aid
Per Capita 9,000.00 100% 0% 0%
Mortgage Tax 20,000.00 67% 6% 27%
State Aid Assessment 300.00 67% 6% 27%
Youth Programs 1,200.00 100% 0% 0%
TOTAL 330,600.00
Highway
Dist. by County 125,000.00 67% 6% 27%
NYS Snow Removal/Mowing 27,000.00 67% 6% 27%
Services other Government 46,848.00 67% 6% 27%
Interest & Earnings 5,300.00 67% 6% 27%
State Aid 50,742.00 67% 6% 27%
TOTAL 254,890.00
Sewer District
Sewer Rents 95,160.00 90% 10% 0%
Hook Up Charges 0.00 90% 10% 0%
Interest-Penalties 500.00 90% 10% 0%
Interest-Earnings 2,670.00 90% 10% 0%
Insurance & Recoveries 0.00 0% 0% 0%
Special Ass/Debt Service 54,430.00 90% 10% 0%
TOTAL 152,760.00
Fire District
Fire
District 1 46,500.00 67% 6% 27%
District 2 46,500.00 67% 6% 27%
TOTAL 93,000.00
School District
School
Byron-Bergen 1,764,143.85 69% 6% 25%
Elba 84,411.68 54% 1% 45%
TOTAL 1,848,555.53

TOTAL REVENUES




APPENDIX C: SWOT ANALYSIS

I ntroduction

SWOT Analysis

SWOT analysisisatool used by strategic planners and marketers to assess the
competitive environment of aregion, industry, business, or product. It isavery simple
technique that focuses on the Strengths, Weaknesses, Opportunities, and Threats (SWOT)
facing Genesee County agriculture by asking the following questions:

Nougr~wdrE

What are the advantages of agriculture in Genesee County?
What do Genesee farmers do well?

What do Genesee farmers do poorly?

What can be improved in Genesee County agriculture?

What are key regional/industrial trends?

What are the options and obstacles facing Genesee farmers?
What are the debt and cash flow issues facing Genesee farms?

For the Genesee County Agricultural and Farmland Protection Plan, the strengths,
weakness, opportunities, and threats were assessed for the agricultural industry overall to
include production agriculture as well as agricultural support industries. The SWOT
criteriaidentified are drawn directly from the study team’ s interviews with the
agricultural industry within the County and surrounding region. Assuch, thisanalysis
should be considered an industry self-assessment.

Utilization

SWOT factors are utilized in the identification of key issues facing an industry. These
issues are then incorporated in the design of programmeatic and policy responses. The

SWOT analysis of Genesee County Agriculture is supported by additional analyses as
well as depth interviews conducted by the ACDS, Inc. study team.

Results
SWOT ANALYSISMATRIX
INTERNAL FACTORS

Strengths W eaknesses
Physical Environment Tax Structure
Human Capital Regulatory Structure
Economic Strength Development Potential
Infrastructure Complicated Political Structure
Demographics Regional Planning
Public Sector Support Risk Capital / R&D Funding
Agricultural Region Labor Force
L ocation Utilities
Low Development Pressure Water Supply / Access
Supportive Community Land Competition

Diversified Production Base

Land Fragmentation

Research and Devel opment

Worker Education

Agricultural Education

Transportation Corridors
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Stable Land Base

Land-Use Planning

Market Access/Information Risk Management
Finance Grain Marketing Facilities
Cooperative Industry Consolidation
EXTERNAL FACTORS
Opportunities Threats

Venture Devel opment Development Patterns

Industry Consolidation Regiona Competitiveness

Product Development / R& D L abor/Middle Management Availability
Labor Force Devel opment Water Resources

Finance Regulatory Burden

Management Training Cost Structure

Land-Use Patterns

Commodity Prices

L eadership Development

Industry Consolidation

Public Education

Traffic Patterns

Industry Consolidation

Declining Output Markets

Efficiency Improvements

Utilities

Economic Devel opment Support

Loss of Critical Mass

Regional Demographics

Regional Planning

Support Services Public Sector Services
Processing Capacity International Market Access

Alternative Energy

Farm Consolidation

Strengths

Overall, the strength of Genesee County agriculture is driven by physical, human,
demographic, cultural, and economic resources unique to the County and Western New
York. These resources are summarized below:

Physical Environment: Genesee County, New Y ork has a mix of soil types, topography,
and climate that give it the unique ability to support many different types of agricultural

production. In fact, over 131,000 acres of the County’s agricultural land isin Prime soils

with an additional 5,395 acres of state defined “Unique’ soils. This combination of

physical assets helps to maintain Genesee County as one of the top producing agricultural

countiesin the State. As an added benefit, many Genesee farms have valuable and easily
accessible mineral resources such as gravel, gypsum, clay, and natural gas.

Human Capital: Perhaps Genesee's greatest strength lies in the human and intellectual

capital of its growers and agribusinesses. Thisis evidenced in the fact that Genesee isthe

headquarters of many large regional farms and home to several “Top 100" vegetable
growers. In addition, Genesee houses awide array of mid-level and senior managersin

both upstream and downstream industries. Also of note isthe relatively low age and high

educational attainment of the current generation of farmers.
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Infrastructure: The physical infrastructure that supports Genesee County agriculture
consists of the following:

The County iswell served by transportation infrastructure including access to CSX rail
lines; 1-90, the New Y ork Thruway; and major arterials such as routes 63, 20, 5, 33, and
98. The County is aso proximate to two international airports and port facilities. Access
to these routes means that local agribusinesses and farmers receive competitive rates on
numerous transportation options.

Approximately 23 firms with 93 employees provide agricultural services. These firms
specialize in abroad range of services from milk handling to IPM scouting. In addition,
the region surrounding Genesee al so supports a broad range of primary and supplemental
services.

Geneseeis currently well served by marketing options including wholesale buyers of
grains, milk, fruits, and vegetables. In addition, two aggressive, market oriented dairy
cooperatives, Up State Milk and Niagara, are very active in the County. The county also
has a strong processing sector made up of ten food-manufacturing firms employing 474
individuals.

Demographic: Genesee remains arura county with strong linkages between the
agricultural and no-agricultural residents. Despite it rural nature, Genesee is well
positioned to take advantage of the diverse demographics of theregions. Thisis
especially true of the 1-90 corridor between Cleveland and Syracuse that isrich in cultural
diversity and within a short drive of two of the nations largest and wealthiest
metropolitan areas.

Economic Strength: Genesee County’s agricultural strength relies heavily on the diversity
of itsindustry and the health of it key industry players. Currently, the production mix of
vegetables and dairy has helped the County maintain a higher than average net return to
the farm and keep agriculture and agriculturally related industries that predominate
economic engine in the County (nearly 30% of all economic activity). In addition, a
strong and expanding base of input and output industries, such as Agrilink and Up State
Milk, supports local operations.

Public Sector Support: Genesee County has a very supportive public sector both in
county government and in the towns. Unlike other New Y ork jurisdictions, this has
trandated into IDA involvement in agricultural development and finance, expanding the
opportunities open to local farmers.

Agricultural Region: Western New Y ork maintains one of the strongest agricultural
industries and support infrastructures in the Northeast. Unlike many other region’s, this
base is highly diversified and generally scale efficient.

Location: Genesee County iswell served by a major transportation corridor and is within
aone-day drive of major east coast and Midwest agricultural markets.
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Development Pressure: While regional land pressure is growing and impacting Genesee's
neighboring jurisdictions, the sprawling effects of Rochester and Buffalo’s growth have
largely missed Genesee. In fact, Genesee has seen an erosion of real land values over the
last decadein all but afew towns. Thistrend is not expected to continue and Geneseeis
anext logical step for regional development. Some of this effect can be seen in the
residential development patterns radiating from key arterials into Rochester.

Supportive Community: Despite isolated incidents, the community seemsto remain
supportive of agriculture and respects the roleit playsin the local economy. Eventssuch
as Cornell Cooperative Extension’s Agstravaganza and policy tours help to maintain this
level of commitment.

Diversified Production Base: Genesee' s agricultural base is almost equally balanced
between livestock and vegetable operations. This mix provides an economy wide risk
diversification measure and adds to the overall stability of the market. However, sector
distribution is changing with exemplary growth between 1992 and 1997 in vegetables
acres (41%).

Research & Development: Private research and education infrastructure isin place on
individual farms. Aswell, a private-public partnership through Cornell and the Western
New Y ork Vegetable Growers Association runs aresearch facility in Batavia.

Agricultural Education: Agricultural education in the County is supported at a variety of
levels. Secondary education begins at both the BOCES centers to help train skilled |abor
and in the Regents' program that prepares students for higher education opportunities. In
addition, the Genesee County Community College, Northeast Dairy Producers
Association, and Cornell Cooperative Extension assist with continuing education efforts.

Stable Land Base: Genesee is experiencing modest decreases in agricultural land base,
duein part to land going fallow, but absolute and relative growth in most harvested acres
of agronomic crops.

Market Access/ Information: Genesee County farmers have direct and immediate access
to some of the nation’ s finest consumer food research through Cornell University. In
addition, Genesee farmers themselves have developed excellent feedback loops into the
food industry and have a solid access platform into the processing and distribution sectors
and the market expertise within those industries.

Finance: Genesee County farmers operate in a highly competitive market for bank debt.
Unlike many parts of the Country, these farmers have multiple finance options and when
needed access to limited equity partnerships.

Cooperative Industry: Genesee County and regional farmers have a demonstrated pattern
of cooperative behavior, such as land swapping between dairy and vegetable farms;
cooperative management; and equipment sharing that bolster the local economy.
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Weaknesses

Aswith any industry, region, or product, Genesee County agriculture has weak elements
that must be addressed while planning for agriculture’ s economic future. Ironically some
of Genesee County’s most significant weaknesses count among it strengths as well.

Tax Sructure: Despite recent changes in sales tax laws and school tax treatment, farmers
in New Y ork and specifically Genesee County face significantly high tax burden than
farmersin other parts of the County such asthe Mid-Atlantic region. The primary issue
for most farmersis the property tax rate, which is variable across the County and
accounts for a significant annual cost of carrying the land. Other taxes of note that
impact agribusiness competitiveness include utility taxes and workers compensation.

Regulatory Burden: Increased regulatory burden, specifically related to nutrient
management planning; transportation; and labor, contributes to higher costs and in some
cases operational inefficiency. Many farmersfeel that regulatory pressure will continue
to grow making farming in Genesee County more difficult. Asaresult some operations
are considering relocation:

Devel opment Patterns. Devel opment patterns in Genesee County show weaknesses that
will jeopardize the agricultural industry as regional development pressure intensifies.
Some of these patterns are already evident in the towns of Bergen, Byron, and LeRoy
where large lot developments and lots by right are carving up large sections of farmland
and extensive road frontage. Thistype of development has several negative impacts.
First, extensive development of frontage increases the interaction farm (industrial) and
non-farm uses leading to increased land-use conflicts. Second, large lot sizes take
unnecessarily large units of agricultural land out of production, which has a negative
impact on the industry as well as a negative fiscal impact on the jurisdiction. Third, the
existing pattern leaves farmland fragmented and more difficult and less economical to
farm. Finaly, dispersed development spreads commuter traffic over alarger road
network making it more difficult to move equipment on local roads.

Complicated Political Structure: This issue relates specifically to taxes and the overlay of
jurisdictions with taxing authority. Farmersindicate that the presence of multiple
jurisdictions with taxation authority creates an imbalance in the carrying costs of land and
restricts their ability to be represented during the political process.

Regional Planning: Genesee' s agricultural industry is strongly linked to the success of
the region, however, there are no regional planning efforts addressing the needs of the
industry in general or by sector.

Risk Capital / R& D Funding: Asthe level of consolidation, entrepreneurship and
innovation rises in Genesee County, access to risk capital (equity and equity/debt
hybrids) islimiting local development options. Thisisin part due to the capital markets
recent focus on technology investment and in part to limited access to equity financing
networks.
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Labor: The Genesee County labor market is tight and will continue to be so in the near
future. A mixture of local and migrant laborers of varying skill levelsfills the current
labor pool. Competition for skilled labor is high, afact that is complicated by the rising
age of thisgroup. Replacement of retiring skilled labor is critical if 1abor costs are to be
maintained at acceptable levels. Asthe market continues to tighten, retention of the
existing labor force will become more difficult.

Utilities: Utility issuesin Genesee County revolve around issues of: 1.) Access, 2.)
Quality, and 3.) Affordability and apply to electric power, gas, and telecommunications.
The primary utility problems involve electric power. Farmers across the County pay
highly variable rates for electricity consumption (up to an $.08/KwH differential), rates
which exceed regional averages by as much as $.02/KwH. IN addition, many complain
of lack of responsivenessto service calls, and unreliable “end of the line” service. AS
farmers seek to replace electricity with natural gas, they have encountered pipeline access
problems or lack of service. Telecommunications infrastructure suffers from similar
problemsin that service conditions are sometimes poor, access is slow, and high-speed
data connections are unavailable.

Water Supply / Access. Farmersin various parts of the County indicated that ground and
surface water access may become limiting factors as the needs for crop irrigation and
livestock watering grow. Of primary concern are limits on access, resource capacity,
well pressure in proximity to mines, and water quality (pollution, sulphur, and salt water
intrusion).

Land Competition: The County isfortunate to have a high quality land base. Competition
for thisland base is high. In some areas, the competition for the resource is between
agricultural and nonagricultural uses. In other areas this competition is between
competing agricultural uses. In light of this condition, it is unlikely that the current trend
of stable agricultural land values will continue.

Land Fragmentation: In arecent analysis conducted by the Genesee Soil Conservation
Digtrict, farms are becoming highly fragmented. Thisisdue, in part, to local
development patterns and high levels of competition for prime soils. While by itself this
condition is not indicative of a systemic problem, it does stretch limited farm resources
and adds to operational inefficiency by increasing transport, machinery, and labor needs.

Worker Education: In atransitional economy such astoday’ s agriculture, labor force
training isacritical success factor. Thisis especially true when the labor forceitself is
transitioning from alocal base to a non-English speaking base. Public training
infrastructure has been slow to adapt to this need.

Transportation Corridors. The County road infrastructure consists of several main
arterial roads and awide system of secondary roads. As commuter density and farm
equipment sizes have changed, several issues have surfaced. Main arterial speeds and
traffic volumes are restricting farm equipment access. Secondary roads and rural bridges
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are in some cases restrictively narrow and lack adequate shoulders. In addition, farmers
are concerned that the movement of farm equipment through some villages may be
restricted.

Land-Use Planning: The presence of multiple political jurisdictions with planning
authority makes it difficult and more time consuming for the County to address
comprehensive land-use issues. This system can also create an imbalance in
development patterns as jurisdictions adapt independently to changes.

Risk Management: Few Genesee farms have an active risk management strategy beyond
forward contracting grain and oilseed sales. Asaresult, agricultura expenses and
receipts are subject to higher volatility.

Grain Marketing Facilities: Most farmers feel that Genesee County is underserved by
local and regional grain marketing facilities. Continued consolidation and closures will
further threaten the competitiveness of this market.

Farm Consolidation: Farm consolidation is both strength and a weakness in Genesee
County. Specifically, the presence of regionally and nationally significant farm
operations anchors much of the County’ s agricultural infrastructure and agriculturally
related businesses. 1n addition, these farms provide leadership, business acumen, and
economic vitality. However, the County must recognize that a business failure in one or
more of these operations could have significant negative economic and land-use impacts.

Opportunities

The long-term success of the industry is dependent upon its ability to recognize the
opportunities presented by changes in the business environment and react appropriately.
The industry must be willing to look for opportunity in those situations that seem to be
threats and challenges.

Venture Development: A wide variety of agricultural businesses are forming or
attempting to form in Western New Y ork and Genesee County. Primary impediments are
limited access to sources of equity investment, recruitment of qualified technical and
professional services, unsupportive regulatory structure, and little access to high-level
professional services.

Industry Consolidation: Historically, industry consolidation provides opportunity for
local farmers and agribusinesses. Specifically, consolidation, on both the input and
output side, generally leaves small, niche markets underserved. This opportunity is
perhaps best known in food processing where consolidation leads to homogeneity in
product offerings. Homogeneity creates local pockets of underserved consumers.

Industry Consolidation: Historically, agribusiness industry consolidation isviewed asa
negative element for local farmers and small agribusinesses. However, consolidation, on
the input and output side of agriculture, arapidly growing trend during the last decade,
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has also created successively larger underserved niche markets. This opportunity is
perhaps best recognized in food processing where consolidation has lead to homogeneity
in product offerings. This homogeneity creates locally and regionally significant pockets
of underserved consumers and opportunities for aggressive marketers of food products.

Product Development / R & D: Changes in consumer purchasing power and food buying
habits; opportunitiesin agricultural biotechnology; industry consolidation; and regional
demographics yield an expanded level of marketing and product development
opportunities. With appropriate support, Genesee farmers can capture a larger share of
the value-added mark-up on agricultural products.

Labor Force Development: Genesee County does not exist in alabor vacuum. The entire
Western New Y ork agricultural industry is suffering from the same labor issues of low
availability and reducing quality. While thisis a short-term threat, many farmers and
ACDS, Inc. believe that a concerted regional effort to expand and train skilled
agricultural labor will lift the entire industry and give the region and the County a
competitive advantage versus other states and regions.

Finance: The need for risk capital and R& D support has been identified as a key internal
weakness of the County. However, addressing this problem on aregional basis offersa
great opportunity for industry enhancement that cannot be achieved at the county level.
Financing entrepreneurship and innovation using equity, debt/equity hybrids, and straight
debt, especialy for middle market deals ($5 million to $20 million) will help retain and
expand existing businesses; promote new, “home grown” businesses; and attract new
businesses.

Management Training: The best source of middle and senior management for
agribusinesses comes from within the region. This source of management, while very
effective, has expressed shortcomings in technical and professional skills. Asthe need
for these skills to enhance competitiveness grows, it isimportant for the region’s
universities, technical schools, and community colleges to develop specific curriculaand
protocols for servicing thisneed. Aswith labor force development, improvement in this
area will enhance the competitive stature of the industry.

Regional Land-Use: Regional land-use patterns may allow Genesee the opportunity to
plan and finance agricultural support and land preservation programs before land-use
pressure puts undue strain on the industry. However, as development expands from Erie
and Monroe Countiesinto Livingston, Wyoming, Orleans, and Genesee, the County will
likely be faced with arapid increase in development rates. They key isto take advantage
of the trend before it becomes a problem.

Leadership Development: To build and maintain a strong and supportive policy
infrastructure that benefits agriculture, the farming community should seize the
opportunity to identify and develop new industry leaders. Western New York is till a
place where agriculture has a voice, but this voice will only be maintained through
continual development and invigoration of |eadership skills and access.
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Public Education: The region’s changing demographics present an opportunity to turn
new, non-agricultural residents into supporters of agriculture. Proactive public education
efforts in other parts of the Country show the positive benefits of explaining the fiscal,
economic, environmental, and social values of agriculture. Specific benefitsinclude:

1. Greater market share for local agricultural products.
2. Better farm/non-farm neighbor relations.
3. Greater policy support for agriculture.

Economic Devel opment Support: Economic development support through Empire State
Development and the Industrial Development Authority is just beginning to accrue to the
benefit of agriculture. As these organizations become more comfortable with agricultural
deals and understand the industry better, agriculture can benefit from programs such as
labor training grants, Payment in Lieu of Taxes“PILOT” Programs, tax increment
financing, etc.

Regional Demographics. The Northeast and upper Midwest, through Michigan, supports
several distinct and cohesive ethnic minorities that offer significant marketing
opportunities. Of specific interest is the existing underserved market for h’alal processed
foods and ethnic specialties. In addition, Latin populations are growing in prevalence
and may offer similar opportunities.

Processing Capacity: The region currently offers excess processing capacity, especially
in dairy capacity, which may support production of new and innovative products as
grower research and development efforts expand. Availability of these resources may
reduce barriers of entry.

Alternative Energy Resources. Numerous opportunities exist to explore aternative
energy options on the farm. Currently, thereis high interest in developing scale efficient
methane digesters to service on farm power needs.

Threats

Threats represent those elements of the business environment that offer the greatest
challengesto long-term survival of the agricultural industry. Many threats are beyond the
control of theindustry and frequently require additional resources.

Development Potential: Suburban development patterns outside of the County, accessto
major arterials, and the availability of large blocks of land within the County make
Genesee an ideal location for regionally centered growth between Buffalo and Rochester.

The first threat comes from the nature of conflicting land-uses. Agriculture, despite
providing a pleasant and pastoral landscape, is acommercia and industrial land-use that
produces dust, odors, slow moving traffic, and other conditions that conflict with
residential use. There are true economic costs associated with managing farm operations,
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especially livestock operations, in close proximity to rural residences. In addition to the
direct costs associated with operational changes, there are additional socia coststo this
conflict that include neighbor infighting, nuisance suits, and crop damage.

The second threat from current land devel opment pressure comes from the patchwork of
development. As developed parcels leapfrog existing farms, they limit the expansion
capability of existing operations while impacting successful intergenerational transfers.
In addition, the patchwork of farms requires farmersto travel greater distances between
parcelsincreasing both the time and expense of farming.

The third issue involves the quality of land resource being consumed by devel opment.
Dueto theradial pattern of development from Baltimore and Washington, the County’s
best, and most productive soil resources are developed at a faster rate than are the less
productive soils. Thisincreases the proportion of marginal soils under cultivation and
has the potential to limit the efficiency of county farms.

The fourth issue affected by land-use patterns centers on theincrease in land value. Asa
result of increased demand for land, farmers are forced to compete for land at higher
prices. Thisimpacts both operational costs aswell asfarm transition.

Regional Competitiveness: While Genesee County agriculture may not have an absolute
disadvantage compared to regional (outside of New Y ork) competitors, it does face
relative disadvantages in several significant areas: regulatory burden and higher cost
structure.

The agricultural and work place regulationsin New Y ork, in some cases, are significantly
more stringent than nearby state’s. For example, New Y ork has its own pesticide
registration process that may delay or restrict the use of beneficial products. Also, the
State tends to adopt stricter nutrient management and workplace regulations.

The cost structure facing Genesee County farmersis driven by higher tax structure, which
is changing with support from the Governor, and high utility costs.

Management Recruitment: Agribusinesses and, to alesser extent, farmers face difficulty
in recruiting qualified technical and professional expertise. Thisisduein large part to the
state’ s reputation as business un-friendly and a high cost of living. With out changesin
this situation, it will be difficult to maintain a high level of intellectual capacity within the
agricultural industry.

Water Resources. Increased reliance on ground and surface water are aregional source
of concern. Aquifers do not respect political boundaries, and problems in one jurisdiction
can quickly expand across borders. Salt water intrusion is an example of thisissue.

Regulatory Burden: Real or perceived, farmers and agribusinesses feel asif they are
under an increasing and unsustainable level of regulatory scrutiny. Asnew levels of
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policy and oversight are added, farmers express little willingness to continue in
agriculture and/or expand operations. As this perception grows, it increases the
likelihood that operations may relocate putting stress on the regional economy and
support infrastructure.

Commodity Prices. While the County cannot directly impact commaodity prices, it
remains one of the fundamental issuesin agriculture. Commodity farms are producing
crops in increasing abundance worldwide. This overproduction, combined with large
annual carryover and new federal support policies, keeps prices unsustainably low. If
this condition persists, Genesee County farms, with higher costs and a ready land market,
will likely transition at a higher rate.

Industry Consolidation: A less obvious threat to Genesee County agriculture comes from
the increased rate of agribusiness industry consolidation. Consolidation is evident in both
input industries and output industries (e.g. Cargill & Continental or Tyson & IBP) . The
threat imposed is that of aless responsive, more costly marketing system.

Declining Markets: Due to the loss of critical mass and consolidation in parts of the
regions, marketing opportunities are diminishing for grain and livestock. Thisissueis of
particular concern for livestock producers who, over the last 15 years have seen the
number of small processors/locker plants drop while at the same time seeing the number
of marketing/auction opportunities reduced. The same situation is occurring for grain
and vegetabl e crops throughout New Y ork. The end result is higher risk for farmers who
sell into these markets.

Energy: Accessto affordable energy supplies (natural gas, propane, diesel, electricity,
etc.) and limited co-generation opportunities will inhibit growth and add significantly to
regional operating costs.

Neighboring Land-Use Controls: Unexpected and/or unnoticed changesin the land-use
policies of neighboring jurisdictions can very quickly change use patterns in Genesee.
This could have the effect of steering new development into the County or pulling
beneficial development out of the County.

International Market Access. Genesee farms and agribusinesses are within the service
area of apotentialy lucrative dairy market in Canada, but are restricted from entry.
Access to this market could provide an additional source of revenue, boosting dairy farm
income. Without parity in this relationship, Canadian producers can use proceeds from
Canadian sales to access and negatively impact the Western New Y ork milk market.
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