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Date

MINUTES OF THE HOUSE AGRICULTURE AND NATURAL RESOURCES BUDGE
COMMITTEE

The meeting was called to order by Chairman John Faber at 1:30 p.m. on February 16, 2010, in
Room 142-S of the Capitol.

All members were present.

Committee staff present:
Daniel Yoza, Office of the Revisor of Statutes
Heather O’Hara, Legislative Research
Diane Brian, Committee Assistant

Conferees appearing before the Committee:
Tom Frederick, Member of Kansas Animal Health Board
George Teagarden, Director/Livestock Commissioner
Mike Beam, Sr., Vice-president of Kansas Livestock Association
Tim Stroda, President - CEO, Kansas Pork Association

Others attending:
See attached list.

Hearing on:

HB 2666 an act concerning the Animal Health Department; relating to fees

Daniel Yoza, Office of the Revisor gave a brief overview on HB 2666.

Proponents:
Tom Frederick, Member of Kansas Animal Health Board, (Attachment 1), gave testimony before
the committee in support of HB2666. A question and answer session followed the presentation.

George Teagarden, Livestock Association, (Attachment 2), gave testimony before the committee
is support of HB 2666. A question and answer session followed the presentation.

Mike Beam, Sr., Kansas Livestock Association, (Attachment 3), gave testimony before the
committee in support of HB 2666. A question and answer session followed the presentation.

Ty Gillum Kansas Livestock Marketing Association, (Attachment 4), provided written testimony
in support of HB 2666.

Neutral:

Tim Stroda, Kansas Pork Association, (Attachment 5), presented neutral testimony before the
committee on HB 2666. A question and answer session followed the presentation.

Hearing closed on HB 2666.

The next meeting is scheduled for Wednesday, February 17, 2010.

The meeting was adjourned at 3:15 p.m.
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KANSAS ANIMAL HEALTH _BOARD
708 SW Jackson

Topeka, KS 66603-3714
785-296-2326

February 16, 2010

Chairman Faber and members of the Agriculture and Natural Resources Budget
Committee,

My name is Tom Fredrick from Hugoton, KS. I am a swine producer and a
member of the Kansas Animal Health Board. I am here today as a proponent of
House Bill 2666.

The Kansas Animal Health Department plays an integral part of the livestock
industry in Kansas. Cattle, swine, sheep, dairy, and kennels are a critical piece of
the Kansas economy today. These livestock industries businesses remain viable
because of the day to day operations of the Animal Health Department and their
commitment to eradication of infectious and contagious livestock diseases
throughout the state. Additionally, they protect the health of Kansas herds by
overseeing import and export requirements of livestock into the state and placing
a strong emphasis on emergency management preparedness to prevent a
contagious animal disease.

Due to the current fiscal economy, state general fund contributions to the Kansas
Animal Health Department have decreased significantly over the years, from
38% in 2000 to 25% today. The department therefore has to rely more heavily
on fees to maintain the goals and objectives of the department. Of particular
concern is the disease control function. The last time user fees were increased
within this function was in 1995, 15 years ago.

The Animal Health Board has put much thought into the proposed user fee
increase and listened to all livestock species. Our goal is that Animal Health
Department has the ability to continue to protect the health of the livestock
industries at a level that is conducive to maintaining viable businesses for all
producers. Now is a critical time for all livestock producers who are under
scrutiny from industry activists and food safety groups. The activities the Kansas
Animal Health Department provides to the livestock industries reassures our
customers that we are providing a safe and wholesome product.

Thank you for your time today.

e
) . IIOUSE AG & NATURAL RESOURCES B
Tom Frederick - DATE: 216110 e

" ATTACHMENT:




STATE OF KANSAS
Kansas Animal Health Department

George Teagarden, Livestock Commissioner
708 SW Jackson, Topeka, Kansas 66603-3714
Phone 785-296-2326 Fax 785-296-1765
Email - gteagarden@kahd.ks.gov
web site — www.kansas.gov/kahd

February 16, 2010
Chairman Faber and Members of the Agriculture and Natural Resources Budget Committee,

I am George Teagarden, Livestock Commissioner of the Kansas Animal Health Department. Iam
appearing here today as a proponent of HB 2666.

The KAHD has operated for years with a mix of SGF and funds generated from license and inspection
fees paid by the livestock industry. Over the last several years, the percentage of SGF vs Fees has
diminished from 38% SGF in 2000 to 25% in 2010. This move away from SGF funding has put a heavier
burden on our fee funds.

The original function of the Kansas Animal Health Department was disease control and remains our
primary function today. Generally fees are set in statute at a maximum and agencies work to the
maximum over several years. The KAHD raised most of the fees that contribute to our disease control
function to the maximum in 1995. Since that time we have had increased expenses ( primarily salaries
and benefits) without additional revenue. Expenses within the disease control function are now exceeding
revenue to that fund. ’

In order to maintain a balanced budget, we have taken numerous steps to reduce expenditures. We

" currently have5 positions that we are holding open. Our disease control staff is on restricted travel. We

quit paying for internet service for our field staff. We have dropped our subscriptions to several
newspapers/magazines. We have reduced out-of-state travel and dropped one national membership.

What this means: Fewer trained staff. Less contact with the producers, fewer inspections. The LPA
recommended more technology, less paper work. Reduced input into national animal health issues.

We have a $12 Bn livestock industry (annual inventory) to protect from disease events that could cause
tremendous economic loss to the state and nation. We must be ready and able to respond to any disease
outbreak. Without adequate funding our ability to control and eradicate disease is greatly reduced.

Kansas must maintain an effective disease control function.

Mr. Chairman, I will stand for questions.

N
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LivEsTocK |
AssociATiON |

Since 1894

To: House Agr1cu1ture and Natural Resources Budget Committee
Representative John Faber, Chairman :

From: Mike Beam, Kansas Livestock Association

Re:  Statement in support of HB 2666, a bill increasing fee revenue for the
disease control fund of the Kansas Animal Health Department.

Date: February 16, 2010

The Kansas Livestock Association (KLA) has a rich history of advocating and
supporting a viable and responsive state agency to address livestock diseases in
Kansas. One of the earliest recorded disease challenges was in 1915 when foot-
and-mouth disease broke near Wichita. To assist the State Livestock Sanitary
Commissioner, the KLA Executive Committee voted in an emergency meeting to
turn over the use of the association’s Wichita office to the Commissioner and
loaned the state the services of its Executive Secretary to help with the quarantine
and elimination of diseased and exposed livestock. Later, in the early days of the
trail drives, a quarantine was imposed in the Flint Hills when cattle treated
improperly for ticks brought Texas fever to Kansas. In 1919 the Kansas

- Legislature recognized the commitment of Kansas stockmen to “maintain strict
vigilance over matters of livestock health” and passed legislation empowering
KLA to recommend the appointment of the Livestock Sanitary Commissioner.

Animal health and disease control continues to be a priority of KLA members;
which is why we appear today as a proponent of this bill. :

We urge this committee to consider the following situations:

- 1. For the disease control program, the Governor has recommended a
decrease of $330,679 from what it received in the 2009 FY. Furthermore,
the Governor’s recommendation is that $42,013 of this reduction in next
year’ budget be replaced by $42,013 from special revenue funds.

2. InFY 2000, the agency had a disease control fee fund balance of $600,000,
and the projected balance of this fund is $30,000 for the end of the 2010 FY
year (June 30, 2010).

3. The last increase in the statutory fees for disease control was adopted by
the legislature in 1995.
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4. Despite a reduction of general funds, the agency has incurred additional
expenses for salaries (from legislation), insurance, and surcharges for state
government support. Furthermore, the agency is operating several
vehicles with 180,000 to 200,000 miles that requlre considerable
maintenance.

5. With no additional funding, the agency is planning to (a) leave 5 vacant
positions open (3 in disease control); (b) reduce travel (including in-state)
by 30%; and (c) furlough all employees 8.5 days in FY 2011.

6. All agencies are facing budget challenges, and we believe it’s unlikely the
legislature will be able to fill these gaps with general fund monies.

Background on proposal to increase fees:

On November 16, 2009 Livestock Commissioner George Teagarden convened a
group of stakeholders to review the agency’s financial status and to discuss a
new fee proposal that would raise additional revenue for the disease control

- program. (Representatives of the beef, swine, dairy, domestic deer, and auction
‘market industry were present, including representation from KLA and Kansas

Farm Bureau.)

The proposal generated concerns among auction markets, because of the
proportion of fees collected by this industry source.-

During the 2009 KLA Convention (December 3-4), the KLA Animal Health and

- ID Committee passed a directive urging the association to appoint a special

working group to further discuss this issue. KLA officers appointed such a group
to determine if there is an agreement among representatives of various segments
of the livestock industry for a revised fee structure to provide adequate revenues
to fund disease control functions of KAHD. (See Attachment B)

- Working Group consensus:,
~ After reviewing the agency’ s financial situation, this group overwhelming

agreed the livestock industry should step forward to adequately support KAHD

‘because of the importance of its mission and to help ensure the agency remains a

stand-alone, viable entlty

There was considerablé discussion regarding the appropriate amount of fee
revenue from livestock (primarily cattle) consigned at auction markets and from
the “feed lot” industry. After considerable discussion, the consensus was to
support (a) a statutory increase from 15 cents/head to 25 cents/head at auction
markets...with the understanding the agency would limit the increase to 20
cents/head by regulation; (b) increase the auction market license from $40 to
$250: and (c) initiate a new feedlot license schedule, with more categories and
substantially higher annual license fees.

Page 2 of 3
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These recommendations, coupiéd with some of the other changes recommended
in November, are reflective in HB 2666. (See Attachment A) ‘

As you may suspect, we are not excited about raising fees and the costs of doing
business. We believe, however, there is no attractive alternative if the legislature
wants to maintain an agency that’s vital to the health and well-being of a multi-

~ billion dollar industry in this state.

Thank you for your consideration. We look forward to answering any questions.

Page 3 of 3

@,



Kansas Animal Health Department Fee Funding for Disease Control Program Attachment A
Current fee schedule set by law : Proposed HB 2666 _
Category Fee Revenue Category Fee Revenue
Lvst Dealers (63) $75.00 $4,725 $75.00 $4,725
Lvst Mrkts (50) $40.00 $2,000 $250 $12,500
Ocassional Sales
1-2 sales (22) $25 $550 . $25 $25
3-5 sales (3) $50 $150 $50 $150 .
6-9 Sales (2) $75 $150 $75 $150
10-12 Sales (4) $100 $400 $100 $400
$1,250 $1,250
Poultry (112) :
$20 $2,240 $25 $2,800
Deer Facilities :
1-4 hd (20) $25 $500 $25 $500
5-9 hd (16) $50 $800 "~ $50 $800
10-19 hd (11) $75 $825 $100 $1,100
20 and more (37) $100 $3,700 $150 $5,500
, , $5,825 $7,900
Feedlots .
Less than 1000hd (62) $75 $4,650 : <1000hd (62) $75 $4,650
1000-2999 hd (176) $150 $26,400 : 1000-2999 (176) $350 $61,600
3000-9999 hd (136) $300 $40,800 3000-5999 (84) $650 $54,600
10,000-17000hd (47) $450 $21,150 v 6000-9999 (64) $750 $48,000
18,000+ (61) $750 $45,750 10,000-17,900(46) $1,100 $50,600
$138,750 18,000-29999 (23 $1,500 $34,500
30,000-49999 (34) $1,650 $56,100
50,000-99999 (15) $1,800 $27,000
>100,000 (2) $2,000 $4,000
$345,700
Mrkt Inspections
2,400,000 hd $0.15 $360,000 $0.25 $600,000 max $0.20 $480,000
Total Revenue $514,790 : $854,875

3-f



KLA’s Animal Health Department Fee Funding Working Group |

Cow-Calf /Stocker representation:
Ken Grecian, Palco (Chair)

Roger Giles, Bucklin .

David Cross, Lewis

Harry Moser, Wheaton
Lyman Nuss, Dorrance

Feeders:

Lonnie Busch, Leoti (Cargill Cattle Feeders)
Larry Penka, Cimarron (Irsik & Doll Co.)
Grant Morgan, Scott City (Poky Feeders, Inc.)
Martin Daharsh, Ulysses (Cactus Feeders)
Terry Nelson, Long Island (Nelson Farms)

Market operators:

Dennis Rezac, St. Mary’s (Rezac Livestock Commission Co.)
Mark McKee, Parsons (Parsons Livestock Market)

Mike Samples, Salina (Farmers & Ranchers Livestock)
Brian Winter, Dodge City (Winter Livestock Auction)

Jake Lewis, Pratt (Pratt Livestock, Inc.)

Dairy i
Brian Hemann, Hugoton (Mascow Dairy, LLC)

Kansas Animal Health Board Chair:
Heather Donley, Ellsworth

,Attachment B
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KANSAS
LIVESTOCK MARKETING ASSOCIATION

10510 NW AMBASSADOR DRIVE « KANSAS CITY, MO 64153-1278 - (816) 891-0502
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February 16, 2010

Chairman Faber and members of the House Agricultural and Natural Resources Budget
Committee, the Kansas Livestock Marketing Association want to be on record as
proponents of House Bill No. 2666.

At the'annﬁal Kansas Livestock Marketing Association meeting held on January 24, 2010 -
the group acknowledged the need to keep the Kansas Animal Health Department in it’s

current form as a stand alone agency.

Anima] disease control and the ability to respond to a catastrophic disease outbreak is
something the KAHD has addressed in recent mock animal disease outbreak exercises.
By already having a course of action ready to implement puts the KAHD in a state of
readiness. This state of readiness ensures the continued flow of livestock into commerce
and maintain the welfare and safety of that livestock.

As budgeting issues are at the forefront in order to maintain the KAHDSs’ stand alone
status the Kansas Livestock Marketing Association moved and passed to adopt the
KAHD fee increase proposal as set forth in House Bill No. 2666.

Ty Gillum
President
Kansas Livestock Marketing Association
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House Agriculture and . -
Natural Resource Budget Committee tion

Testimony on HB 2666

By Tim Stroda
President-CEO
Kansas Pork Association

February 16, 2010

Mr. Chairman, members of the Committee, | am Tim Stroda. | represent the members
of the Kansas Pork Association.

The Kansas Animal Health Department has a long history of providing quality service to
the Kansas livestock industry. The Department serves as our first line of response
against a foreign animal disease outbreak. The Department has worked closely with
our industry to eradicate contagious diseases such as swine pseudorabies. Pork
producers are also very appreciative of the ongoing feral swine control work. In fact,
our industry has provided $40,000 in support of this effort. '

Pork producers believe the Kansas Animal Health Department is a valuable partner in
ensuring the safety of our products.

However, HB 2666 highlights what we believe to be a flaw in the fee structure which
supports the Department. According to current law and the bill, the fee structure is
charged on a per head basis.

We would like to amend the fee structure for swine operations to be based on the
“animal unit” concept. We propose utilizing the language already in use by the Kansas
Department of Health and Environment to designate the fee. We believe this provides a
fair way to assess the fee.

Please let me explain “animal units”. The following definitions are loosely based on the
manure produced by each species. Livestock producers should be familiar with these
designations.

1 Beef cattle weighing more than 700 pounds = 1 AU
1 Beef cattle weighing less than 700 pounds = .5 AU
1 Mature dairy cattle = 1.4 AU

1 Swine weighing more than 55 pounds = 0.4 AU

1 Swine weighing 55 pounds or less = 0.1 AU

HOUSE AG & NATURAL RESOURCES BUDGET
2601 Farm Bureau Road * Manhattan, Kansas 66502 » 785/776-044 DATE:  2/16i0
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To help explain why we are requesting a change; let’s look at the economic differences
between two of the species.

¢ A market-weight beef cattle weighs about 1,300 pounds and is selling for about
$.85 per pound for a total of $1105.

e A market-weight swine weighs about 270 pounds and is selling for about $.48 per
pound for a total of $130.

In a quick analysis, the ratio based on weight is about 4.8 to 1. In dollars, the ratio is
8.5 to 1. The KDHE animal units would only provide a ratio of 2.5 to 1.

While this scenario provides an apples-to-apples comparison, the real world is always
more complicated. As the law stands today, a livestock producer is supposed to count
the number of head on the farm at one time. If a producer happens to operate a swine
nursery operation, the pigs will weigh about 14 pounds when then they arrive at the
farm and leave at around 50 pounds. This operation is assessed at the same rate as a
beef cattle operation with animals weighing 1,300 pounds.

Pork producers are asking for a fair way to support the Animal Health Department, but
we also believe it is in the best interest of producers to have a permit in place. We
would also like to add a swine category for 300-999 animal units. Using the rates in HB
2666, this permit would cost $75.

As you know, our industry has had a rough two years. It is estimated Kansas pork
producers have lost about $150 million. To put that in perspective, this is over 75% of
the estimated profits producers earned in the 16 years prior to 2008.

To be very blunt, cash is very hard to find in our industry. As it stands, HB 2666 more
than doubles our fees. Without the change to animal units, our producers just can’t
afford the permits.

The members of the Kansas Pork Association ask for your favorable consideration on
the proposed amendment to House Bill 2666.
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(3) "Animal unit" means a unit of measurement calculated by adding the followmg
numbers: The number of bee ey : .

: ; ; swine welghmg more
than 55 pounds multlphed by 0. 4 pIus the number of swme welghlng 55 pounds or less
multlplled by O 1' ;
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