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A l a s k a  S t a t u t e s  S u p p l e m e n t§ 44.54.010

by the Department of Community and Regional Affairs as seci 
loans mnde under this chapte .

(b) The commissioner of community and regional affairs m d^ell or 
transfer at par value to the Department of Revenue the mortgages and 
notes held by the Department of Community and Regional Affairs as 
security for loans made under this chapter. The Department of Revenue 
shall purchase all of these mortgages and notes offered, allowing the 
Department of Community and Regional Affairs a one-half of one per 
cent service fee. (§ 5 ch 152 SLA 1978)

Part 4 . Independent State Boards, Associations, 
Commissions, and Corporations.

Chapter
54. Commercial Fishing and Agriculture Bank ($§ 44.54.010 —

44.54.220)
55. Alaska Gas Pipeline Financing Authority (§§ 44.55.010 — 44,55.200)
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Chapter 54. Com m ercial F ishing and Agriculture Bank.
Section
10 Commercial Fishing »nd Agriculture 

Bank
20 Bosrd of director*
HO Article* of incorporation 
40 Bylaw*
SO. Mrmt>er*hip meeting*
SO. Membership *tock 
70. Executive director; staff 
60. Exempt tU lu s 
90. Term of office 
100 Quorum
110 Compensation of board member*
120 Bond* of the bank

Section
130. Trust indentures and trust

agrrcmcr 
140. Validity of pledge 
150. Nonliability on bond*
160. Pledge of the stale 
170. Exemption from taxation 
160 Bonds legal investments 

fiduciaries 
190, Conflict* of interest 
200 Keporls and p iblicationt 
210. Powers of the bank 
220. Transition

for

Editor'* note. — As to legislative 
findings and the purpose* of the enabling 
a c t see I and 2, ch. 159. SLA 1978.

reflectively, in the 197H Temporary and 
Special Acts and Revolutions in Binder 9

Sec. 44.54.010. Commercial Fishing and Agriculture Hank, (at
There is established the Commercial Fishing and Agriculture Bank The 
bnrik is a public corporation and government instrumentality in the 
Department of Commerce and Economic Development but has a legal 
existence independent of and separate from the state. The exercise by 
the bank of the powers conferred by this chapter is considered an 
essential governmental function of he state. Except as otherwise 
provided in this chapter, the bank subject to the provisions of AS 
1 0 . 1 5 . 0 0 5  —  1 0 . 1 5 . 6 0 0 .
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(b) For the purpose of the initial funding of the bank’s operations, the 
board of directors shall issue nonvoting, preferred shares of stock in the 
bank and shall determine the value of each share. The "State of Alaska, 
through appropriate agencies, shall purchase the nonvoting, preferred 
shares initially issued by the bank. Shares purchased by the state shall 
be repurchased by the bank within 20 years after their purchase. If the 
bank fails to repurchase the shares within 20 years, the commissioner 
of commerce and economic development may dissolve the bank.

(c) After the board of directors has comoleted the necessary 
organizational matters described in §§ 30 and 40 of this chapter, the 
commissioner of revenue may purchase with funds from the general 
fund up to $2,000,000 of preferred stock of the bank during fiscal year 
1970 at such time and with terms agreed upon by the commissioner and 
the board. (§ 3 ch 159 SLA 1978)

Sec. 44.54.020. Hoard o f directors. The bank shall be managed by a 
joard of directors consisting of five members. Initial appointments to 
the board shall be made by the governor. Thereafter, board members 
shall be elected by the shareholders. The board members shall annually 
elect a chairman from among themselves. The purpose of the board is 
to manage the assets of the bank. (§ 3 ch 159 SLA 1978)

Sec. 44.54.030. Articles of incorporation. Not later than November 
1, 1978, the board of directors shall file with the commissioner of 
commerce and economic development articles of incorporation as 
provided in AS 10.15.340 — 10.15.355 except that any filing fees shall 
be waived. (§ 3 ch 159 SLA 1978)

Sec. 44.54.040. HylawK. The board of directors shall adopt the initial 
bylaws of the bank. The power to alter, amend or repeal the bylaws is 
vested in the board of directors. The bylaws may contain provisions for 
the regulation and management of the affairs of the bank not 
inconsistent with this chapter or other provisions of law. ($ 3 ch 159 
SLA 1978)

Sec. 44.54.050. Membership meetings. Upon filing the articles of 
incorporation, the board of directors, with the assistance of the 
commissioner of commerce and economic development or his designee, 
may hold public meetings throughout the state for the purpose of 
explaining to members of the commercial fishing and farming industries 
the functions of the bank and to encourage membership in the bank. (§ 3 
ch 159 SLA 1978)

Sec. I4.5t.0fi0. Membership stock, (a) The board of directors shall 
issue shares of membership stock in the bank in the amounts and with 
the value determined by the board and stated in the articles of 
incorporation.

(I Loans made to shareholders of the bank under the provisions of

§ 44.54.020 State G o v e r n m e n t  § 44.54.060

«! 207



§ 44.̂4.070 A l a s k a  S t a t u t e s  S u p p l e m e n t § 44.54.120

this chapter shall be in accordance with a schedule of maximum amounts 
adopted by the board of directors based upon proportional ownership 
of shares. (§ 3 ch 159 SLA 1978)

Sec 44.54.070. Executive director; staff, (a) The bo^rd of directors 
may hire and determine the salary of an executive director. The 
executive director shall be responsible for the ordinary business of the 
bank.

(b) The executive director, with the approval of the board of directors, 
may hire and determine the salary of staff reasonably necessary for the 
efficient performance of the duties of the bank. (§ 3 ch 159 SLA 1978)

Sec. 44.54.080. Exempt status. Employees of the bank are in the 
exempt tervice under AS 39.25. (§ 3 ch 159 SLA 1978)

Sec. 44.54.090. Term of office. The members of the board shall be 
appointed for terms of three yeat i, and they may be reappointed. Terms 
shall be staggered. Initial terms shall be two members serving for one- 
year, two members serving for two years, and one member serving for 
three years. (§ 3 ch 159 SLA 1978)

Sec. 44.54.100. Quorum. A majority of the members of the board 
constitutes a quorum for the transaction of business and the exercise 
of the powers and duties of the board. (§ 3 ch 159 SLA 1978)

Sec. 44.54.110. Compensation of board members. Members receive 
compensation at a rate determined by the board for each day the board 
meeL* if they attend the meeting and are entitled to per diem and travel 
allowances as provided by law for members of slate boards and 
commissions. (§ 3 ch 159 SIA 1978)

Sec. 44.54.120. Bonds of the bank, (a) The bank may borrow money 
and may issue bonds for that purpose, including but not limited to bonds 
on which the principal and interest are payable

(1) exclusively from the income and receipts or other money derived 
from tK** project financed with the proceeds of the bonds;

(2) exclusively from the income and receipts or other money derived 
from designated projects whether or not they are financed in whole or 
in part with the proceeds of the bonds; or

(3) from its income and receipts or other assets generally, or a 
designated part or parts of them.

(b) Bonds shall be authorized by resolution of the board of directors, 
and be dated and shall mature as the resolution may provide, except that 
no bond rnay mature more than 30 years from the date of its issue. Bonds 
shall bear interest at the rate or rates, be in the denominations, be in 
the form, cither coupon or registered, carry the registration privileges, 
be executed in the manner, be payable in the medium of payment, at the 
place or places, and be subject to the terms of redemption which the 
resolution or a subsequent resolution ay provide.

2 0 8



§ 44.54.130 S t a t e  G o v e r n m e n t § 44.54.140

(c) All bonds, regardless of form or character, shall be negotiable 
instruments for all the purposes of the Uniform Commercial Code.

(d) All bonds may be sold at public or private sale in the manner, for 
the price or prices, and at the time or times which the board of directors 
may determine.

(e) The superior court shall have jurisdiction to hear and determine 
suits, actions or proceedings relating to the bank, including suits, actions 
or proceedings brought to foreclose or otherwise enforce a mortgage, 
pledge, assignment or security of a holder of its bonds or by a trustee 
for or other representative of the holders. (§ 2 ch 159 SLA 1978)

Sec. 44.54.130. Trust indentures and trust agreements. In the
discretion of the board of directors an issue of bonds may be secured 
by a trust indenture or trust agreement between the bank and a 
corporate trustee (which may be a trust company, bank, or national 
banking association, with corporate trust powers, located inside or 
outside the state) or by a secured loan agreement or other instrument 
or under a resolution giving powers to a )rate trustee by means of 
which the bank may

(1) make and enter into any and all the covenants and agreements 
with the trustee or the holders of the bonds which the board of directors 
may determine to be necessary or desirable, including, without 
limitation, covenants, provisions, limitations and agreements as to

(A) the application, investment, deposit, use and disposition of the 
proceeds of bonds of the bank or of money or other property of the bank 
or in which it has an interest;

(B) the terms and conditions upon which additional bonds of the bank 
may be issued;

(2) pledge, mortgage or assign money, leases, agreements, property 
or other assets of the hank either presently in hand or to be received 
in the future, or both; and

(3) provide for any other matters of like or different character which 
in any wav affect the security or protection of the bo.iu .̂ (<» 3 ch 159 
SLA 1978)

Sec. 44.54.140. Validity o f pledge. It is the intention of the 
legislature that a pledge made in respect of bonds shall be valid and 
binding from the time the pledge is made; that the money or property 
so pledged and thereafter received by the bank shall immediately be 
subject to the lien of the pledge without physical delivery or further act. 
and that the lien of the pledge shall be valid and binding as against all 
parties having claims of any kind in tort, contract or otherwise against 
the bank irrespective of whether the parties have notice. Neither the 
resolution, trust agreement nor any other instrument by which a pledge 
is created need be recorded or filed under the provisions of the Uniform 
Commercial Code to be valid, binding or effective against the parties. 
(§ 3 ch 159 SLA 1978)
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§ 44.54.150 A l a s k a  S t a t u t e s  S u p p l e m e n t § 44.54.170 |n  i < § 4

Sec. 44.54.150. Nonliability on bonds, (a) Neither the members of 
the board of directors, the executive director, staff, nor a person 
executing the bonds is liable personally on the bonds or subject to 
personal liability or accountability by reason of the issuance of the 
bonds.

(b) The bonds issued by the bank may not constitute an indebtedness 
or other liability of the state or of a political subdivision of the state, 
except the bank, but shall be payable solely from the income and receipts 
or other funds or property of the bank. The bank may not pledge the 
faith or credit of the state or of a political subdivision of the state, except 
the bank, to the payment of a bond, and the issuance of a bond by the
b..nk shall not directly or indirectly or contingently obligate the state 
or a political subdivision of the state to appl. money from, or levy or 
pledge any form o* taxation whatever tr the payment of the bond. (§ 3 
ch 159 SLA 1978)

Sec. 44.54.160. Fledge o f the state. The state pledges to and agrees 
with the holders of the bonds issued under this chapter and with the 
federal agency or regional institution of the federal farm credit system 
which loans or contributes funds in respect of a project, that the state 
will not limit or alter the rights and powers vested in the bank by this 
chapter to fulfill the terms of any '•ontract made by the bank with the 
holders or federal agency or regional institution of the federal farm 
credit system, or in any way impair the rights and remedies of the 
holders i.ntil the bonds, together with interest on them, with interest on 
unpaid i istallments of interest, and all costs and expenses in connection 
with an / action or proceeding by or on behalf of the holders, are fully- 
met ant discharged. The bank is authorised to include this pledge and 
agreement of the state, insofar as it refers to ’ olders of bonds of the 
bank in a contract with the holders, and insofar as it relates to a federal 
agency or regional institution of the federal farm credit system, in a 
contract with a federal agency or regional institution of the federal farm 
credit system. <§ 3 ch 159 SLA 1978)

he* 44.54. 70. Kxernption from taxation. The real and personal 
property .* Vie bank and its assets, income and receipts are declared 
to be property of a political subdivision of the state and shall be exempt 
from all taxes and special assessments of tht state or a political 
subdivision of the state, including, without limitation, all boroughs, 
cities, municipalities, school districts, public utility districts, and other 
ta> ing units. All bonds of the bank are declared to be issued by a political 
subdivision of the state, to be for an essential public and governmental 
purpose, and to be a public instrumentality, and the bonds, and the 
interest on them, the income from them, the transfer of the bonds, and 
all assets, income and receipt* pledged to pay or secure the payment of 
the bonds, or interest on them, shall at all times be exempt from taxation 
by or under the authority of the hUte, except for inheritance and estate
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§ 44.54.18J S t a t e  G o v e r n m e n t § 44.54.210

taxes and taxes on transfers bv or in contemplation of death. (§ 3 ch 
159 SLA 1978)

Sec. 44.54.1 e’O. Bonds 1« I investments for fiduciaries. The bonds 
of the bank are securities .. vvhich all public officers and bodies of the 
state and all municipalities and municipal subdivisions, all insurance 
companies and associations and other persons carrying on an insurance 
business, all banks, bankers, trust companies, savings banks, savings 
associations, including savings and loan associations and building and 
loan associations, investment companies and other persons carrying on 
a banking business, all administrators, guardians, executors, trustees 
and other fiduciaries, and all other persons who are now or may 
hereafter be authorized to invest in bonds or other obligations of the 
state, may properly and legally invest funds including capital in their 
control or belonging to them. Notwithstanding any other provisions of 
law, the bonds of the bank are also securities which may be deposited 
with and may be received by all public officers and bodies of this state 
and all municipalities and municipal subdivisions for any purpose for 
which the deposit of bonds or other obligations of the state is now or 
may hereafter be authorized. (§ 3 ch 159 SLA 1978)

Sec. 41,51.190. Conflicts of interest. No member of the board of 
directors may vote on a transaction of the bank under this chapter if 
he is a party to the transaction. (§ 3 ch 159 SLA 1978)

Sec. 44.54.200. Keport* and publications. The board of directors 
shall publish an annual report to the bank’s shareholders. The report 
shall be made uvailable to the public and shall include financial 
statements audited by independent outside auditors, a statement of the 
amount of money received by the bank from each source during the 
period covered, a statement of the bank's investments, a description of 
the bank's investment activity during the jicriod covered by the report, 
an analysis of economic and other effects of investment decisions on the 
state's commercial fishing and agriculture industries, and any other 
information the board believes would be of interest to the governor, the 
legislature and the public. The board may also publish such other reports 
as it considers desiru' le to carry out its purposes. ($ 3 ch 159 SLA 1978)

Sec. 44.54.210. Towers of the hank. The bank may
(1) make variable rate or fixed rate loans to individuals who are 

residents and who are engaged in commercial agriculture or fi lin g , 
including harvesters, processors and marketers, or to corjMjrations, 
partnerships or joint ventures primarily engaged iri commercial 
agriculture or fishing, the majority interest of which i* beneficially 
owned by resident* of the state arid a majority of the owners of which 
are residents of t h e  s t a t e ,  if the recipient of the loan is a shareholder 
of the bank, however, the bank may make a loan under this paragraph 
to a corjKiration, partnership, or joint venture for t h e  purchase of a new
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§ 44.54.210 A l a s k a  S t a t u t e s  S u p p l e m e n t § 44.54.210

or existing fishing vessel or for the repair or renovation of an existing 
fishing vessel, the primary purpose of which is to commercially harvest 
fishery resources, only if the corporation, partnership, or joint venture 
is wholly owned and controlled by residents of the state and if the 
recipient of the loan is a shareholder of the bank;

(2) make and alter bylaws necessary or desirable to carry out its 
corporate functions;

(3) establish amortization plans for repaj ment of loans, which may 
include extensions for poor fishing or farming seasons;

(4) enter into agreements with regional institutions of the federal 
farm credit system, private lending institutions, and other state agencies 
^r agencies of the federal government, to carry out the purposes of this 
.hapter;

(5) adopt, alter, and use a corporate seal;
(6) sue and be sued in the name of the bank;
(7) issue bonds to carry out any of its corporate purposes and powers;
(8) sell, lease as lessor or lessee, exchange, donate, convey or 

encumber in any manner by mortgage or by creation of any other 
security inter' t. real or personal property owned by it, or in which it 
has an interest, when, in the judgment of the board of directors, the 
action is in furtherance of its corporate purposes;

(9) incur secondary liability by guaranty or endorsement of the 
obligations of another corporation or legal entity when, in the judgment 
of the board of directors, the action is in furtherance of its corporate 
purposes;

(10) make loans as provided in (1) of this section in participation with 
financial institute ms, and establish and regulate the terms of the loans;

(11) make contracLs and execute instruments necessary or convenient 
in the exercise of its corjnirate powers;

(12) acquire by purchase, lease, bequest, devise, gift, the satisifaclion 
of debts, or the foreclosure of mortgages, and nold, maintain, use, 
operate, and convey real or pei .onal property;

(13) borrow money and issue secured and unsecured evidence of 
indebtedness for a corporate purjmse or to fund, refund, pay, or 
discharge outstanding obligations, and enter agreements and contracts 
concerning these obligations;

(14) secure the payment of its obligations by pledge or mortgage or 
other hen on its rontracts, revenues, income, or property;

(15) appoint officers, employees, trustee* for certificate holder*, and 
agents, and pn .-cribe their powers and duties;

(1G) provide technical service* to shareholders; for the purposes o f 
this paragraph, "technical services" includes services that *il! enhance 
the ability of the shareholder to obtain financial assistance from the 
hank,

(17) make loans, as provided in (1) of this section, secured by lien* 
sulmrdinate to valid first liens and security agreement* granted to a 
private lending institution.

2 1 2



1 44.54.220 S t a t e  G o v e r n m e n t § 44,55.020

(18) participate with state departments and agencies in formulating 
policy and in planning for the development of commercial fishing and 
agriculture in the state;

(19) do what is necessary or desirable to carry out the corporate 
purposes and powers expressed or implied in this chapter. (§ 3 ch 159 
S^A 1978)

Sec. 44.54.220. Transition. Upon the repurchase of all the nonvoting, 
preferred shares initially issued by the bank and purchased by agencies 
of the state, the provisions of this chapter lapse and the bank may pro­
ceed tooperate as a private cooperative corporation under the terms of its 
bylaws and subject to the provisions of AS 10.15.005 — 10.15.600. (4 3 
ch 159 SLA 1978)

Chapter 55. Alaska Gas Pipeline F inancing Authority .
Section
10 Creation of authority 
20 Membership 
1(0 Officer* and quorum 
tO Compensation 
50 Staff 
SO ls-gal counsel 
70 Purpose of authority 
K) General p o a sn  
VO Bonds of the authority 
100 Submission of financial an Alaska 

impart plan 
110. l*gi»laUvr approval

Section
115. Nomination of a memlier of the hoard 
120 T rust indenture* and trust

agreement*
130. Nonliability on bonds 
140 Pled({* of the state 
150 Exemption from taxation 
ISO Bonda lejtal hi vestment* for

fiduciaries 
170 Refutations 
ISO Annual audit 
190 Annual report 
200 Itcfimtmns

t  russ reference A* to exemption of 
ernt-'oyees of the Alas a Gas Pipeline 
Etna non if Authority from the provisions of 
the State Personnel Act. see AS 
89 25110(211

Effective dale of chapter. - Section 4, 
ch VO. SlJk 1V7S. makes this chapter

effective June 30. 1978, in accordance *11)1 
AS 01 lOO -'H f|

Editor note. -  A* to leg is la to e  
findings elating to the passage of AS 
41 55. see \  I, ch 90, SLA 1978 in the 1978 
Temporary and Special Acts and 
Resolution* in Hinder 9

Sec. 44.S5.0IQ. Creation of authority. There ih created the Aluska 
Gan i‘ i|v*-line Financing Authority. The authority is a public corporator! 
of the (late It is an instrumentality of the state within the Department 
of Revenue, but has a legal exiatence mdejiendenl of and separate from 
the state Exercise by the authority of the powers conferred by this 
chapter is an essential governmental function of the state (4 2 ch 90 
SLA 197K)

Sec. 11.55.02(1. Membership. The membership of the authority
consist* of the commissioner of revenue, the commissioner of commerce
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M a s k s  j S t a t e  ^ C c g t s l a i u r

S e n a t e
Committee on $u<lici.\rij

Official Iiu«incH»
March 12, 1979

Touch V 
S ta le  Capitol 

Juneau, A laska P'JMI

The Honorable Cl cm Till ion 

President of the Senate 

Alaska State Legislature

Re- CSSB 132

Dear Mr. President:

On March 9. 1979, you requested me, in my capacity as chairman o. 
the Senate Judiciary connlttee, to review the captioned bill and to 

report to the Senate as to its constitutionality.

At the outset, I should state that the following coT-.cr,ts are n no 
^ d  mine aloni; I do not profess to speak for the other members of 

the Judiciary committee. It should likewise be noted that 1 do not 

claim any special expertise in trie field of constitu,’onal law. 

have I had sufficient tine to devote to the rescar h which *ould 

ordinarily be entailed in analyzing this bill.

A  close reading o' CSSB 132 indicates two section, of the bill would 

run afoul of the Alasla Constitution. Those two ere d3.TS.13t, P.O. 

viditil fpJ" payments to the C o m e r c ial f rthl_ofl_Aiid^.i3rlcui.tujx.-M.AIw • 

find 63,75.131. maVin<T~increaTH refunds to l & u l !19VVrK Lt-‘n t ;.

Article IX. sec. 7 of the Alaska Constitution provides is follows:

"The proceeds of any state tax or license shall rot be 

dedicated to any special purpose except when required 

by the federal government for state participation in 

federal programs. This provision shall not prohibit the 
continuance of any dedication for special p u r p o s e s  existing 

upon the date of ratification of the constitution by the 

people of Alaska."

1 was assisted In my efforts to check the constitutionality of the 

questioned sections of the bill by the opinions of two Attorneys General 

dated, respectively, April 4. 1969 and K»y 2. 1976 Doth op niors not 

only - Misidered the case law of this and otter Jurisdictions. 

it is. but they also reviewed m e  m t m i U i  of the .»l.iska Co*»stltmi il 

Convention S f c M r i M M t  thereof. l U L « U t f . e  Jhct. « P l M « W .  
that the f|Mmnrs_of_our constltutl_Qfl did not want 

taxes carmaiTcB or de d leafed to special pu g g i S * •



The Honorable Clem Tillion 
March 12, 1979 
Page Two

A dedication of ten per cent of the fish tax existed at the time of the 
ratification of the Constitution, and the dedication clearly falls 
within the exempt i o n / P r o b l n s  arise when that trn nor cent is increased. 
as~in i!ifc."Tnstani Til 111, to thirlv-thrrr and one-third percent. The IsiltC 
Of the constitutionality of increasing the percentage cf an.e/isting d«yl- 
catefl TuTu wa$ specifically addressed bv either of ooinirns re- 
yjcwca. However, material cortair.ed in these opinions ^trnngly sugnnxtx 
that inrr<-.̂ <;jng flu f-y^ting indicated fUfld was nut intended hy the 

Constitution.

It is equally clear that payments to the Comercial Fishing and Agriculture 
Bank and earmarking state tax revenue for the construction of docks, etc. 
by local governmental units would do violence to the Constitution of the 
State of Alaska.

The Attorney General's opinion of April 4, 1969 holds:

k* ' '  "The proceeds of any state tax or license which must be shared 
with local governmental units are dedicated to a special pur­
pose and t o  in violation of Article IX, se*. 7 of the 
Alasia Constitution,"

The Attorney General's opinion of May 2. 1975 fates:

"Accordingly, it is Jur conclusion that the dedication of 
any source of public revenue: tax, license, rental, sale, 
bonus-royalty, royalty, or whatever is limited by the state 
Constitution to those existing when the Constitution was 
ratified or required for participation in federal programs."

Conclusion: CSSB 132, as written, is patently unconstitutional.

R e s p e c t f u l  1 v s u b m i t t e d ,

R o b e r t   . _ r .
Chairman

Senate Judiciary Committee

P.HZ/pi z
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