February 27, 2003

M. Larry Wal ker, Director

U S. Departnent of Agriculture

Farm Servi ce Agency

Econom cs and Policy Analysis Division
Room 3741

1400 | ndependence Avenue, SW
Washi ngt on, DC 20250

M. Wl ker,

Havi ng had the opportunity to review the docunentation for
the new entrant application from Arizona Sugar LLC, we
woul d like to comrent further on the testinony provided by
t he applicant on January 29, 2003. There are several

di screpancies in the Arizona docunentation that are of
grave concern to those of us who would be affected by a
deci sion by USDA to approve this application for a new

al I ocati on.

Begi nning with the production side of the application,
there is no evidence linking information reported in the
1998 yield report submtted by the Arizona Cooperative

Ext ensi on Agent to the current applicant’s efforts.
Further, this information is froma non-replicated, non-
scientific report of insufficient size to reasonably
predi ct cane tonnage and, as such, is totally inadequate
for predicting yield of tons cane per acre in the proposed
Ari zona project.

To obtain reliable yield information for a specific area,

it is appropriate to provide data on cane grown on sizeable
acreage using conmercial practices that is harvested
utilizing conventional equipnent.

Sugar per ton of cane (cane quality) as provided in the
application also falls short in many respects, not the

| east of which is the fact that the cane and sugar yield
data included in the request were derived fromunrel ated
trials undertaken in another state with different grow ng
conditions. To obtain reliable cane quality information for
a specific area, it is appropriate to provide data on cane
actual ly processed using conmercial practices utilizing
conventional equipnment. Overall, the data provided is



i nconsistent and is irreconcilable with conventi onal
i ndustry standards for cal cul ating yields.

To justify an approval of an application, a project nust be
fully operational before the marketing year in which an
allotnment is requested. This will clearly not be the case
with the Arizona applicant. For exanple, in the Arizona
application for sugar allotnent, ItemE (a summary of

mat eri al bal ances), the first paragraph states that the
factory will comrence operations in October 2004 “FY 2005.”
G ven that a typical project devel opnent schedul e woul d be
a mnimum of 30 nonths, (business plan, permtting, site
acqui sition, design, construction, etc.) there is no

evi dence to suggest that the Arizona factory could be

conpl eted by Cctober 2004.

There is a total |ack of research data in the request for
all otnment. For exanple, information relating to the

devel opment of the crop (varieties, rate of planting,
fertilizer rates, irrigation methods and schedul i ng,
harvesting procedures, cane transportation, etc.),

obtai ning the necessary regul atory approvals, purchasing
equi pnent, and devel opi hg construction schedules is

m Ssi ng.

Ceneric fragnents of technical information ained at
creating the inpression that a project technical review has
been undertaken is hardly convincing. At best, the
information provided is a laundry list of the possible
types and, in sone limted way, the sizing of equipnment one
woul d typically find in such a process and is clearly not
site-specific. For exanple, the heat and mass bal ance
section lists “refinery equi pnent” as part of the needed

pl ant while the request for allotnment is based on raw sugar
manuf acture only.

Regardi ng the marketing of the cane sugar, the subm ssion
of a “letter of interest” to denonstrate the existence of a
mar keting effort is clearly not a plausible commtnent from
either party to handle the sale of sugar.

In short, the applicant has failed to provide significant
docunentation to prove that the project can produce,
process and market significant anmounts of sugar in the
foreseeable future. For this reason, we urge the
Department to reject the application until these
deficiencies are addressed and the operation can be proven



to be one that will nmeet USDA' s basic definition of a
sugar cane processor prior to the affected marketing year
for the allotnent, to wit:

a person who commercially produces sugar, directly or indirectly, from
sugarcane, has a viable processing facility, and a supply of sugarcane
for the applicable allotment year

It is clear that the AZ sugar application does not neet
this test, and that the application nmust be rejected,
especi al |y when wei ghed agai nst the adverse inpact that
approval of this premature application would have on
producers in other cane-producing states.

Si ncerely,

Dal t on Yancey Antoni o Contreras,
Washi ngt on Representative Seni or Vice President
Fl ori da Sugar Cane League Fl ori da Sugar Cane
Hawai i Sugar Farners G owers Cooperative

Ri o Grande Valley Sugar G owers

Jacki e Theri ot

Chai r man,

Ameri can Sugar Cane League &
Secretary-Treasurer,

Loui si ana Farm Bur eau Federati on



