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O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

F u n d i n g  I n f o r m a t i o n  

S e n e r a l  F u n d  $ 4 0 , 0 0 0 , 0 0 0  

O t h e r  F u n d s  - 0 -
W 5 7 0 M 7 O M

EN  T H E  S E N A T E  B Y  T H E  F I N A N C E  C O M M IT T E E

H O U S E  C S  F O R  C S  F O R  S E N A T E  B I L L  N O . 1 4 1  ( F i n a n c e )

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E L F T H  L E G I S L A T U R E  -  F I R S T  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  m a k i n g  a  s p e c i a l  a p p r o p r i a t i o n  t o  t h e  D e p a r t ­

m e n t  o f  R e v e n u e  f o r  l o a n  g u a r a n t e e s  f o r  c o m m e r c i a l  

f i s h  p u r c h a s e r s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . 1 

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  T h e  s u m  o f  $ 4 0 , 0 0 0 , 0 0 0  i s  a p p r o p r i a t e d  f r o m  t h e  g e n e r a l  

f u n d  t o  t h e  D e p a r t m e n t  o f  R e v e n u e ,  1 9 8 1  f i s h  p r o c e s s i n g  l o a n  g u a r a n t e e  

a c c o u n t ,  t o  p r o v i d e  g u a r a n t e e s  f o r  l o a n s  m a d e  t o  c o m m e r c i a l  f i s h  p u r c h a s e r s .

*  S e c .  2 .  T h e  u n e x p e n d e d  a n d  u n o b l i g a t e d  p o r t i o n  o f  t h e  a p p r o p r i a t i o n  

u a d e  b y  t h i s  A c t  l a p s e s  ' i n t o  t h e  g e n e r a l  f u n d  J u n e  3 0 ,  1 9 8 2 .

*  S e c .  3 .  T h i s  A c t  t a k e s  e f f e c t  o n  t h e  e f f e c t i v e  d a t e  o f  a  v e r s i o n  o f  a n

%
k c t  e n t i t l e d  " A n  A c t  r e l a t i n g  t o  l o a n s  a n d  l o a n  g u a r a n t e e s  f o r  c o m m e r c i a l  

f i s h  p r o c e s s o r s  a n d  p u r c h a s e r s  a n d  e s t a b l i s h i n g  a  f i s h e r y  p r o d u c t  r e v o l v i n g  

l o a n  f u n d ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

- 1 - H C S  C S S B  1 4 1 ( F i n )
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Funding Information

\

O r i g i n a l  s p o n s o r :  R u le s / G o v e rn o r

General'Fund 
Other Funds

IN THE SENATE

T W T O O O . O O O
O f f e r e d :  5/1/81
R e f e r r e d :  S u l e s

BY THE FINANCE COMMITTEE 

CS FOR SENATE BILL NO. 141 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act making a special appropriation to the Depart­

ment of Revenue for loan guarantees for commercial 

x fish purchasers; and providing for an effective date." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $40,000,000 is appropriated from the general 

fund to the Department of Revenue, fish processing loan guarantee account, 

(see-.— 2-(-e-)-r-ch-r-327~SLA— 19,8.0^.to provide guarantees for loans made to commer­

cial fish purchasers.

* Sec. 2. The unexpended and unobligated portion of the appropriation 

made by this Act lapses into the general fund June 30, 1982.

* Sec. 3. This Act takes effect on the effective date of a version of an 

Act entitled " ;n Act establishing a fishery product revolving loan fund and 

providing for loans and loan guarantees for commercial fish purchasers; and 

providing for an effective date."

-1- CSSB 141 ( F i n )
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Funding Information Offered: 5/1/81
General bund $4U,000,000 Referred: Rules
Other Funds -0-

$46,000,006

IN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 141 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act making a special appropriation to the Depart­

ment of Revenue for loan guarantees for commercial 

^ fi3h purchasers; and providing for an effective date." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $40,000,000 is appropriated from the general 

fund to the Department of Revenue, fish processing loan guarantee account, 

(sec. 2(c), ch. 32, SLA 1980) to provide guarantees for loans made to commer­

cial fish purchasers.

* Sec. 2. The unexpended and unobligated portion of the appropriation 

made by this Act lapses into the general fund June 30, 1982.

* Sec. 3. This Act takes effect on the effective date of a version of an 

Act entitled "An Act establishing a fishery product revolving loan fund and 

providing for loans and loan guarantees for commercial fish purchasers; and 

providing for an effective date."

O r i g i n a l  sp o n s o r :  R u le s / G o v e rn o r

-1- CSSB 141 ( F i n )



J U N E A U ,  A L A S K A

• f l a s k s  ^ g i s l & f u r E

j ^ e n d e
R E S O U R C E S  S U B C O M M I T T E E  O N  F I S H E R I E S

M a r c h  4 ,  1 9 8 1

• T O : -' S e n a t o r  B e t t y e  F a h r e n k a m p ,  C h a i r m a n  „ • ; ;  •

’  ' S e n a t e  R e s o u r c e s  C o m m i t t e e  . %;  • •

F R O M :  S e n a t e  R e s o u r c e s  S u b c o m m i t t e e  o n  F i s h e r i e s

S U B J :  S B  1 4 1 .  " A n  A c t  m a k i n g  a  s p e c i a l  a p p r o p r i a t i o n  t o

• ‘ t h e  F i s h e r y  P r o d u c t  R e v o l v i n g  L o a n  F u n d "
■# >

• • . ■ * ’ • • •

T h e  s u b c o m m i t t e e  h a s  t a k e n  t e s t i m o n y  a n d  r e p o r t s  S B  1 4 1  

b a c k  t o  t h e  c o m m i t t e e . a s  a  w h o l e  w i t h  t h e  f o l l o w i n g  r e c ­
o m m e n d a t i o n s  .

M e m b e r s .  t • R e c o m m e n d a t i o n

S e n a t o r  H u  1 c a h y   "• J $ q

S e n a t o r  E l i a s o n  ............................................

.. S e n a t o r  6 i l m a n _  ^ ...........................................'A/6



Introduced: 2/3/81
Funding Information Referred: Resources and
General Fund §100,000,000 Finance
Other Funds -0-

§ i o o , o o o , 0 0 o  .

BY .THE RULES COMMITTEE BY 
IN THE SENATE ' * REQUEST OF THE GOVERNOR

' / SENAT.’ BILL NO. ' 141 - • . •

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWELFTH LEGISLATURE - FIRST SESSION

*. A BILL

For an Act entitled: "An Act making a special appropriation to the fishery

product revolving loan fund; and providing for an 

effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $100,000,000 is appropriated from.the general 

fund to the Department of Revenue, fishery product revolving loan fund, for 

the. purposes of implementing AS 44.25.040 —  44.25.065.

*■ Sec. 2. The appropriation made in sec. 1 of this Act is not a one-year 

appropriation and does not lapse under AS 37.25.010.

' * Sec. 3. This Act takes effect upon the effective date of a  version of

a .bill entitled."An Act establishing a fishery product revolving loan fund; 

and providing for an effective date." ■   ' . *

- 1 - SB 141
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BCTTYE PAHKCNKAMP, CifAIRMAN
VIC PISCIICR. Vlcc-CHAIRMAN
BRAD URADLCY
DICK ClllASON
DON OILMAN
BOO MULCAHY
ARLISO STUROULEWSKI

( I l i m u m t e  o n  ^Rcsourois

POUCH V 
STATE CAPITOL 

JUNEAU.ALASKA DOOM 
< 0 0 7 )  4 0 3 0 0 3 4  
( 0 0 7 )  4 0 9 0 0 3 3

MEMORANDUM

TO: SENATE RESOURCE COMMITTEE MEMBERS

FROM:•JIM PALMER
. SENATE RESOURCES COMMITTEE STAFF

RE: CSSB 140 "AN ACT ESTABLISHING A  FISHERY PRODUCT REVOLVING LOAN FUND." 
SB 141 "AN ACT MAKING A SPECIAL APPROPRIATION TO THE FISHERY PRODUCT 

REVOLVING LOAN FUND."

SCR 12 "A RESOLUTION RELATING TO HAND TROLLING.". •

DATE: MARCH 5, 1981

The Subcommittee on Fisheries, chaired by Senator Mulcahy, has passed 
out of subcommittee CSSB 140, SB 141 and SCR 12.

These three measures have been scheduled for full committee consideration 
on Friday, March 13. * .

Attached are some informational materials relative to these bills.

! (1) copy of subcommittee substitute for SB 140.

(2) a February 2? letter to Senator Mulcahy from the Department of
Revenue on SB 140 and 141. • ' - ,

. (3) a memorandum from Legislative Affairs Agency on the constitutionality 
of precluding fish processors who are 80% or more owned by foreign 

■ *:• nationals from obtaining fishery product loans under SB140. This
memorandum was dated March 3 and was directed to Senator Mulcahy.

(4) a memorandum to Senator Mulcahy dated Marcu 4 on the constitutionality 
of giving first priority in the award of fishery loans to Alaskans.

(5) fiscal note prepared for SB 140 by the. Dept, of Revenue.

I also understand that the subcommittee will be preparing a letter of 
intent to accompany CSSB 140.
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LEGISLATIVE AFFAIRS AGENCY

M  E M O R A i l D U M M a r c h  A ,  1 9 3 1

. - »• A ,

S U B J E C T :

• ' . •

\ . T O :

" . - . T H R O U G H :

X :  F R O M :

C o n s t i t u t i o n a l i t y  o f  g i v i n g  f i r s t  p r i o r i t y  i n  

t h e  a w a r d  o f  f i s h e r y  l e a n s  t o  A l a s k a n s .

( C S S B  1 A 0 )

_ * •• • j

•? .. / •*« v

■ S e n a t o r  B o b  M u l c a h y  .
*• • . •

* . J o s e p h  A .  G u t h r i e  

•.■■’y L e g i s l a t i v e  C o u n s e l

B e r n i e  M . T u g g l e  

^ " - ■ ' L e g i s l a t i v e  L e g a l  E x t e r n

. ; ’ iV -
 :•  .1 y  J  ?; »■ .•

Y o u  h a v e  a s k e d  w h e t h e r  f i r s t  p r i o r i t y  i n  t h e  a w a r d  o f  

f i s h e r y  l o a n s  u n d e r  C S S B  1 4 0  c o u l d  b e  g i v e n  t o  u o m p a n i e s

• ' w h i c h  a r e  o w n e d  5 0  p e r c e n t  o r  m o r e  b y  A l a s k a  r e s i d e n t s .

■ Y o u r  p r o p o s a l  w o u l d  b e  s u b j e c t  t o  a t t a c k  u n d e r  t h e "

■ p r i v i l e g e s  a n d  i m m u n i t i e s  c l a u s e  b y  i n d i v i d u a l s  a n d  t o  e q u a l  

;  - p r o t e c t i o n  a t t a c k  b y  c o r p o r a t i o n s .

T h e  p r i v i l e g e s  a n d  i m m u n i t i e s  c l a u s e ,  A r t i c l e  I V ,  s e c t i o n  2  

. - s a y s  t h a t :  -
v;j , - ■ • .• ••:■.• - ■ ' • '

• w .m- *.• •

1 1 1 6  C i t i z e n s  o f  e a c h  S t a t e  s h a l l  b e  e n t i t l e d  t o  a l l  .

V : v : . ' ’ v ' . - . P r i v i l e g e s  a n d  I m m u n i t i e s  o f  C i t i z e n s  i n  t h e  s e v e r a l

S t a t e s .  . . . . . . vs,  . .
:  ••'!* • ; . •, •, » »• • # •

7— •’ ‘ - • • *

C o r p o r a t i o n s ,  h o w e v e r ,  a r e  n o t  p r o j e c t e d  u n d e r  t h i s  c l a s u e ,  

s i n c e  t h e y  a r e  n o t  c i t i z e n s .  L y n d e n  T r a n s p o r t ,  I --—  v .

. - S t a t e , 5 3 2  P .  2 d  7 0 0  ( A l a s k a  1 9 7 5 ) .  T h e r e r o r e ,  o n ^ y

i n d i v i d u a l s  c o u l d  p u r s u e  a  p r i v i l e g e s  a n d  i m m u n i t i e s  V

- i‘ c h a l l e n g e a g a i n s t  y o u r  p r o p o s a l .  . .  . . . ' : : ‘. - j i •-

: •• • ...
4 ? > . H ^ ' ' T h e  p u r p o s e  o f  t h e  c l a u s e  i s :  'r:

p l a c e  t h e  c i t i z e n s  o f  e a c h  s t a t e  u p o n  t h e  

f o o t i n g  w i t h  c i t i z e n s  o f  o t h e r  s t a t e s ,  s o  f a r  

v  • h'V~: a d v a n t a g e s  r e s u l t i n g  f r o m  c i t i z e n s h i p  i n  t h o s e  s t a t e s .
a r e  c o n c e r n e d .  . - .

s a m e  

r  a s  t h e

.• i -

•• • V'..'. . i-.'
•• • T.

'.• .‘i'. l->. i * i :r^! ‘v • .•I-'-'--.-
, 4 • % *t *'( ■;.{ :■% *f , • * . . < •• v  •*• •• J* ••• • W.*« . : | i ;  j»* •,*n 'v- • • • ■' • **l •* * * \ . 1 '  ,** • . • '* *  •’i  *'•' * •’ • • • • * .

»;• ».* 1 ' ‘ VfrV'. 4'.' " "t . ] '• •* * ’

« • * ..



' P a g e  2
M a r c h  4 ,  19 81

P a u l  v .  V i r g i n i a ,  1 9  L . E d .  3 5 7  ( 1 8 6 9 ) .  H o w e v e r  t h e  c l a u s e  

d o e s  n o t  p r e c l u d e  d i s p a r i t y  o f  t r e a t m e n t  i n  s i t u a t i o n s  w h e r e  

t h e r e  a r e  p e r f e c t l y  v a l i d  i n d e p e n d e n t  r e a s o n s  f o r  i t .  N h a t  

t h e  c l a u s e  d o e s  b a r  i s  d i s c r i m i n a t i o n  a g a i n s t  c i t i z e n s  o f  

o t h e r  s t a t e s  w h e r e  t h e r e  i s  n o  s u b s t a n t i a l  r e a s o n  f o r  t h e  

d i s c r i m i n a t i o n  b e y o n d  t h e  m e r e  f a c t  t h a t  t h e y  a r e  c i t i z e n s  

o f  o t h e r  s t a t e s .  A  s u b s t a n t i a l  r e a s o n  f o r  t h e  d i s c r i m i ­

n a t i o n  w o u l d  n o t  e x i s t  u n l e s s  t h e r e  i s  s o m e t h i n g  t o  i n d i c a t e  

t h a t '  n o n - c i t i z e n s  c o n s t i t u t e  a  " p e c u l i a r  s o u r c e  o f  e v i l "  a t  

w h i c h  t h e  d i s c r i m i n a t o r y  s t a t u t e ’ i s  a i m e d .  T e r m e r  v .

W i t s e l l ,  9 2  L . E d *  1 4 6 0 ,  1 4 7 2  ( 1 9 4 8 ) .  M o r e o v e r ,  e v e n  w h e r e  

t h e  p r e s e n c e ,  o r  a c t i v i t y  o f  n o n - r e s i d e n t s  c a u s e s  o r  • • V

e x a c e r b a t e s  t h e  p r o b l e m  t h e  s t a t e  s e e k s  t o  r e m e d y ,  t h e r e  

m u s t  b e  a  " r e a s o n a b l e  r e l a t i o n s h i p "  b e t w e e n  t h e  d a n g e r  p o s e d  

b y  n o n c i t i z e n s ,  a s  a  c l a s s ,  a n d  t h e  d i s c r i m i n a t i o n  p r a c t i c e d  

u p o n  t h e m .  I d . ,  a t  1 4 7 3 .  T h e r e f o r e ,  t h e  p r i v i l e g e s  a n d  

i m m u n i t i e s  c l a u s e  d e m a n d s  a  t w o - s t e p  a n a l y s i s .

F i r s t ,  d o  n o n - r e s i d e n t s  c o n s t i t u t e  a  p e c u l i a r  s o u r c e  o f  e v i l  

a t  w h i c h  y o u r  p r o p o s a l  i s  a i m e d ?  I  b e l i e v e  t h a t  a  r e a s o n a b l e  

a n d  p e r s u a s i v e  a r g u m e n t  c o u l d  b e  m a d e  t h a t  t h e y  d o .  A l a s k a  

h a s  a  s t r o n g  i n t e r e s t  i n  r e g u l a t i n g  a n d  c o n t r o l l i n g  t h o s e  

t h i n g s  i t  c l a i m s  t o  " o w n "  ( t h e  f u n d s  f o r  w h i c h  t h e  " i s h e r y  

l o a n s  w o u l d  d e r i v e ) .  Y e t  w h i l e  t h i s  i n t e r e s t  i s  b y  n o  m e a n s  

a b s o l u t e ,  B a l d w i n  v .  M o n t a n a  F i s h  & G a m e  C o n m ' n ,  5 6  L . E d .  2 d  

3 5 4  ( 1 9 7 8 ) ,  A l a s k a ' s  o w n e r s h i p  o f  t h e  f u n d s  i s  a  c r u c i a l  

f a c t o r .  H i c k l i n  v .  O r b e c k , 5 7  L . E d . 2 d  3 9 7 ,  4 C 5  ( T 9 7 8 ) .  I n  

H i c k l i n ,  t h e  C o u r t  f o u n d  t h a t  A l a s k a  h a d  " l i t t l e  o r  n o "  

p r o p r i e t a r y  i n t e r e s t  i n  m u c h  o f  t h e  a c t i v i t y  s w e p t  w i t h i n  

t h e  a m b i t  o f  A l a s k a  H i r e .  - L d .  O n  t h e  o t h e r  h a n d ,  u n d e r  

y o u r  p r o p o s a l  A l a s k a  d o e s  h a v e  a  s i g n i f i c a n t  p r o p r i e t a r y  

i n t e r e s t ,  e . g . ,  m a n a g e m e n t  o f  l o a n  f u n d s ,  a n d  d e v e l o p m e n t  o f  

t h e  f i s h i n g  i n d u s t r y .  G i v e n  t h i s  s t a t e  i n t e r e s t  i n  t h e  f u n d s  

w h i c h  w o u l d  b e  t h e  s o u r c e  o f  f i s h e r y  l o a n s ,  n c n - A l a s k a n s  

c o u l d  b e  a  " p e c u l i a r  s o u r c e  o f  e v i l ' "  i f  t h e  l o a n  f u n d s  w e r e  

l i m i t e d ,  n o n - A l a s k a n s  f l o c k e d  t o  t h e  s t a t e  t o  g e t  t h e  l o a n s ,  

e t c .  . . • .

S e c o n d ,  i s  t h e r e  a  r e a s o n a b l e  r e l a t i o n s h i p  b e t w e e n  y o u r  

p r o p o s a l  a n d  t h e  c l a s s  a t  w h i c h  y o u r  p r o p o s a l  i s  a i m e d .

A g a i n ,  I  w o u l d  s a y  " y e s " .  N o n - A l a s k a n s  a r e  n e t  a b s o l u t e y  

b a r r e d  f r o m  r e c e i v i n g  a  l o a n ;  t h e y  m u s t  s i m p l y  w a i t  i n  l i n e .

I  w o u l d  c o n c l u d e  t h a t  y o u r  p r o p o s a l  i s  c o n s t i t u t i o n a l l y  

v a l i d  a s  a p p l i e d  t o  n o n - A l a s k a n  i n d i v i d u a l s .
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C o r p o r a t i o n s ,  m e a n w h i l e ,  c o u l d  m o u n t  a  F o u r t e e n t h  A m e n d m e n t  

e q u a l  p r o t e c t i o n  a t t a c k .  H o w e v e r  y o u r  p r o p o s a l  s e e m s  v a l i d  

s i n c e  i t  i n v o l v e s  n o  s u s p e c t  c l a s s e s  a n d  n o  f u n d a m e n t a l  r i g h t s .  

I n s t e a d ,  i t  i s  a n  e x a m p l e  o f  t h e  t y p e  o f  s o c i o - e c o n o m i c  l e g i s ­

l a t i o n  t h a t  w a r r a n t s  a  l o w  l e v e l  r a t i o n a l  b a s i s  t e s t .  U s u a l l y ,  

s u c h  a  t e s t  a m o u n t s  t o - . t h e  j u d i c i a r y  d e f e r r i n g  t o  t h e  l e g i s l a t i v e  
j u d g m e n t .  /

• •

" W h i l e  t h e  A l a s k a  S u p r e m e  C o u r t  n o  l o n g e r  a p p l i e s  a  t w o - t i e r e d  

a p p r o a c h  t o  e q u a l  p r o t e c t i o n  c a s e s ,  S t a t e  v .  E r i c k s o n ', 5 7 4  P .  2 d  

1  ( A l a s k a  1 9 7 8 ) ,  t h e r e s u l t  w o u l d  b e  t h e  s a m e  s i n c e  t h e r e -  

a r e  n o  f u n d a m e n t a l  r i g h t s  o r  s u s p e c t  c l a s s e s  i n v o l v e d  w i t h  

y o u r  p r o p o s a l .
•* •

I n  s u m m a r y ,  y o u r  p r o p o s a l  s e e m s  c o n s t i t u t i o n a l l y  v a l i d  b o t h  

i n  r e g a r d s  t o  i n d i v i d u a l s  a n d  t o  c o r p o r a t i o n s .

B M T : J A G : l j b

E n c l o s u r e s
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S U B J E C T :

T O :

F R O M :

C o n s t i t u t i o n a l i t y  o f  p r e c l u d i n g  f i s h  p r o c e s s o r s  

w h o  a r e  8 0  p e r c e n t  o r  m o r e  o w n e d  b y  f o r e i g n  

n a t i o n a l s  f r o m  o b t a i n i n g  f i s h e r y  p r o d u c t  l o a n s  

u n d e r  S B  1 4 0 .

S e n a t o r  B o b  M u l c a h y  * ' •

J o s e p h  A .  G u t h r i e  

L e g i s l a t i v e  C o u n s e l

A t t a c h e d  i s  a  m e m o r a n d u m  p r e p a r e d  b y  B e r n i e  M .  T u g g l e ,  a  

l e g a l  e x t e r n  s e r v i n g  w i t h  t h e  D i v i s i o n  o f  L e g a l  S e r v i c e s .  I  

h a v e  r e v i e w e d  h i s  m e m o r a n d u m  a n d  a g r e e  w i t h  t h e  c o n c l u s i o n s  

a n d  a d v i c e  g i v e n  i n  i t .

J A G : l j b

A t t a c h m e n t
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S U B J E C T :

T O :  . 

F R O M :

C o n s t i t u t i o n a l i t y  o f  p r e c l u d i n g  f i s h  p r o c e s s o r s  

w h o  a r e  3 0  p e r c e n t  o r  m o r e  o w n e d  b y  f o r e i g n  

n a t i o n a l s  f r o m  o b t a i n i n g  f i s h e r y  p r o d u c t  l o a n s  

u n d e r  S B  1 4 0 ,

S e n a t o r  B o b  M u l c a h y

B e r n i e  M .  T u g g l e  /*>"?

L e g i s l a t i v e  L e g a l  E x t e r n  ’

Y o u  h a v e  a s k e d  m e  t o  e x p l o r e  t h e  c o n s t i t u t i o n a l i t y  o f  p r e ­

c l u d i n g  f i s h  p r o c e s s o r s  w h o  a r e  8 0  p e r c e n t  o r  m o r e  o w n e d  b y  

f o r e i g n  n a t i o n a l s  f r o m  o b t a i n i n g  l o a n s  f r o m  t h e  f i s h e r y  p r o ­

d u c t  r e v o l v i n g  l o a n  f u n d  w h i c h  w o u l d  b e  c r e a t e d  b y  S B  1 4 * 0 .

T h i s  i s s u e  r a i s e s  F o u r t e e n t h  A m e n d m e n t  e q u a l  p r o t e c t i o n  

p r o b l e m s  b e c a u s e  y o u r  p r o p o s a l  w o u l d  d i s c r i m i n a t e  a g a i n s t  

p e r s o n s  o n  t h e  b a s i s  o f  a l i e n a g e .

A s  a  p r a c t i c a l  m a t t e r ,  m a n y  f i s h  p r o c e s s o r s  w o u l d  b e  o r g a n i z e d  

u n d e r  t h e  c o r p o r a t e  f o r m  o f  b u s i n e s s .  T h i s  r a i s e s  t h e  i n i t i a l  

q u e s t i o n  w h e t h e r  c o r p o r a t i o n s  a r e  p r o t e c t e d  u n d e r  t h e  e q u a l  

p r o t e c t i o n  c l a u s e .  T h e .  a n s w e r  i s  a n  u n e q u i v o c a l  " y e s " .  

G r o s j e a n  v .  A m e r i c a n  P r e s s  C o . ,  8 0  L . E d .  6 6 0  ( 1 9 3 6 ) .

T h e r e f o r e ,  c o r p o r a t i o n s  a n d  o t h e r  t y p e s  o f  b u s i n e s s  o r g a n i ­

z a t i o n s  r e c e i v e  t h e  s a m e  a m o u n t  o f  e q u a l  p r o t e c t i o n  a s  

i n d i v i d u a l s .
* •

•

T r a d i t i o n a l l y ,  c l a s s i f i c a t i o n s  b a s e d  o n  a l i e n a g e ,  l i k e  t h o s e  

b a s e d  o n  n a t i o n a l i t y ,  o r  r a c e ,  a r e  i n h e r e n t l y  s u s p e c t  a n d  

s u b j e c t  t o  t h e  h i g h e s t  j u d i c i a l  s c r u t i n y .  G r a h a m  v .

~ R i c h a r d s o n ,  2 9  L . E d . 2 d  5 3 4  ( 1 9 7 1 ) .  H o w e v e r  i t  i s  u n c l e a r  

w h e t h e r  s t r i c t  s c r u t i n y  a p p l i e s  t o  n o n - r e s i d e n t  a l i e n s  a s  

w e l l  a s  r e s i d e n t  a l i e n s ,  i - . h i l e  t h e  n u m e r o u s  c a s e s  w h i c h  

h a v e  s t r u c k  d o w n  a l i e n a g e  c l a s s i f i c a t i o n s  h a v e  a l l  i n v o l v e d  

r e s i d e n t  a l i e n s ,  T r u a x  v .  R a i c h ,  6 0  L . E d .  1 3 1  ( 1 9 5 1 ) ;

T a k a h a s h i  v .  F i s h  a n d  G a m e  C o r r n ' r . , 9 2  L . E d .  1 4 7 B  ( 1 9 4 8 ) ;

' G r a h a m  u .  R i c h a r d s o n ,  s u p r a ;  S u g a r m a n  v .  D o u g a l l , .  3 7  L . E d .  2 d
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8 5 3  ( 1 9 7 3 ) ;  I n  r e  G r i f f i t h s , 3 7  L . E d . 2 d  9 1 0  C 9 7 3 )  ;

H a m p t o n  v .  M o w  S u n  W o n g ,  4 E  L . E d .  4 9 5  ( 1 9 7 6 ) ;  E x a m i n i n g  

B o a r d  v .  O t e r o ,  • 4 9  L . E d . 2 d  6 3  ( 1 9 7 7 ) ;  N y q u i s t  v .  H a u c l e t ,

5 3  L . E d . 2 d  6 3  ( 1 9 7 7 ) ;  t h e  C o u r t  h a s  n e v e r  d i r e c t l y  a d d r e s s e d  

t h i s  i s s u e .  T h e  l o w e r  c o u r t s , ,  m e a n w h i l e ,  h a v e  s p l i t  o n  

w h e t h e r  s t r i c t  s c r u t i n y  i s  t h e  a p p r o p r i a t e  l e v e l  o f  j u d i c i a l  

r e v i e w  f o r  l a w s  w h i c h  d i s c r i m i n a t e  a g a i n s t  n o r . - r s s i d e n t  a l i e n s  

C o m p a r e  M o r e n o  v .  T o l l , 4 8 9  F . S u p p .  6 5 8  ( D .  M r .  1 9 8 0 )  w i t h  

\ J n i t e d  S t a t e s  v .  T s u d a  M a r u , 4 2 9  F . S u p p .  5 1 9  ( 3 .  A l a s k a  1 9 7 9 ) .

M a t t h e w s  v .  D i a z , 4 8  L . E d . 2 d  4 7 8  ( 1 9 7 6 )  s u g g e s t s  t h a t  c l a s s i ­

f i c a t i o n s  w h i c h  d i s c r i m i n a t e  a g a i n s t  n o n - r e s i d e n t  a l i e n s  a r e  

n o t  a s  s u s p e c t  a s  c l a s s i f i c a t i o n s  d i s c r i m i n a t i n g  a g a i n s t -  

r e s i d e n t  a l i e n s .  •

N e i t h e r  t h e  o v e r n i g h t  v i s i t o r ,  t h e  u n f r i e n d l y  a g e n t  o f  

a  h o s t i l e  f o r e i g n  p o w e r ,  t h e  r e s i d e n t  d i p l o m a t ,  n o r  t h e  

i l l e g a l  e n t r a n t ,  c a n  a d v a n c e  e v e n  a  c o l o r a b l e  c o n s t i ­

t u t i o n a l  c l a i m  t o  a  s h a r e  i n  t h e  b o u n t y  r h a t  a  c o n ­

s c i e n t i o u s  s o v e r e i g n  m a k e s  a v a i l a b l e  t o  i t s  o w n  

c i t i z e n s  a n d  s o m e  o f  i t s  g u e s t s .  ( E m p h a s i s  i n  

o r i g i n a l )

I d .  a t  4 9 0 .  T h i s  p o s s i b l e  d i f f e r e n c e  i n  l e v e l s  o f  j u d i c i a l  

s c r u t i n y  w i l l  p r o v e  i m p o r t a n t  a s  d i s c u s s e d  b e l o w .

A n o t h e r  f a c t o r  a s  t o  w h e t h e r  y o u r  p r o p o s a l  w o u l d  p a s s  

c o n s t i t u t i o n a l  m u s t e r  w o u l d  b e  t h e  c h a r a c t e r i z a t i o n  o f  L a e  

b e n e f i t  s o u g h t .  H e x * . , .  t h a t  b e n e f i t  w o u l d  b e  a  f i s h e r y  

p r o d u c t  l o a n .  A s  a  g e n e r a l  r u l e ,  t h e  s t r i c t  s t r u t i n y  

a p p r o a c h  i s  a p p l i c a b l e  t o  s t a t e  c l a s s i f i c a t i o n s  b a s e d  o n  

a l i e n a g e ,  e x c e p t i n g  t h o s e  d e a l i n g  w i t h  g o v e r n m e n t a l  

f u n c t i o n s ,  i n  w h i c h  c a s e  t h e  l e s s  s t r i n g e n t  r a t i o n a l  b a s i s  

t e s t  w i l l  b e  a p p l i e d .  F o r  e x a m p l e  i n  F o l e y  v .  C o n n e l i e ,

5 5  L . E d . 2 d  2 8 .7  ( 1 9 7 8 ) ,  t h e  C o u r t  u p h e l d  a  N e w  Y o r k  s t a t u t e  

l i m i t i n g  a p p o i n t m e n t  t o  t h e  s t a t e  p o l i c e  f o r c e  t o  - U n i t e d  

S t a t e s  c i t i z e n s  b y  a p p l y i n g  a  r a t i o n a l  b a s i s ,  r a t h e r  t h a n  a  

s t r i c t  s c r u t i n y  t e s t .  T h e  a p p l i c a t i o n  o f  t h i s  l e s s  d e m a n d i n g  

s t a n d a r d ,  h o w e v e r ,  w a s  c l e a r l y  l i m i t e d  t o  a l i e n a g e  c l a s s i ­

f i c a t i o n s  i n  n a t t e r s  i n v o l v i n g  t h e  s t a t e ' s  h i s t o r i c a l  p o w e r  

t o  e x c l u d e  a l i e n s  f r o m  p a r t i c i p a t i o n  i n  i t s  p o l i t i c a l  

i n s t i t u t i o n s .  .A s  t h e  C o u r t  s t a t e d :

T h e  e s s e n c e  c ; ;  o u r  h o l d i n g s  t o  d a t e  i s  t h a t  a l t h o u g h  w e  

e x t e n d  t o  a l i e n s  t h e  r i g h t  t o  e d u c a t i o n  a r . d - p u b l i c  w e l -

/
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f a r e ,  a l o n g  w i t h  t h e  a b i l i t y  t o  e a r n  a  l i v e l i h o o d  a n d  

e n g a g e  i n  l i c e n s e d  p r o f e s s i o n s ,  t h e  r i g h t  t o  g o v e r n  i s  

r e s e r v e d  t o  c i t i z e n s .

I d .  a t  2 9 3 .  F o l e y , » t h e n ,  s t a n d s  f o r  a  l i m i t e d  e x c e p t i o n  t o .  

t h e  g e n e r a l  s t r i c t  s c r u t i n y  s t a n d a r d ,  a n d  t h i s  e x c e p t i o n  

w i l l  a p p l y  o n l y  i n  c a s e s  i n v o l v i n g  s t a t e  r e g u l a t i o n  o f  o n e  

o f  t h e  b a s i c  f u n c t i o n s  o f  g o v e r n m e n t .

I n  t h e  c l o s e s t  c a s e  o n  p o i n t ,  N v a u i s t  v .  M a u c l e t ,  s u p r a ,  t h e  

C o u r t  s t r u c k  d o w n  a  N e w  Y o r k  S t a t u t e  w h i c h  b a r r e d  r e s i d e n t  

a l i e n s  f r o m - s t a t e  f i n a n c i a l  a s s i s t a n c e  f o r  h i g h e r  e d u c a t i o n .  

W h i l e  N y q u i s t  w a s  a  5  t o  4  d e c i s i o n ,  I  b e l i e v e  t h a t  i t  w o u l d  

b e  f o l l o w e d  a n d  y o u r  p r o p o s a l  a s  a p p l i e d  t o  r e s i d e n t  a l i e n s  

w o u l d  b e  s t r u c k  d o w n .  E v e n  t h o u g . n  N y q u i s t  i s  f a c t u a l l y  

d i s t i n g u i s h a b l e ,  i t s  h o l d i n g  i s  o r .  p o i n t .  T h e  N e w  Y o r k  

s t a t u t e  i n d i r e c t l y  b a r r e d  a  r e s i d e n t  a l i e n  f r o m  s e e k i n g  

h i g h e r  e d u c a t i o n ,  i . e . ,  h e  c o u l d  n o t  s e c u r e  a  s t a t e  l o a n  t o  

p u r s u e  h i s  e d u c a t i o n .  S i m i l a r l y ,  y o u r  p r o p o s a l  w o u l d  ■ 

i n d i r e c t l y  b a r  a  r e s i d e n t  a l i e n  f r o m  p u r s u i n g  h i s  l i v l i h o o d ,

i . e . ,  h e  c o u l d  n o t  o b t a i n  a  s t a t e  l o a n  f r o m  t h e  f i s h e r y  

p r o d u c t  r e v o l v i n g  l o a n  f u n d .  M o r e o v e r ,  l o a n s  t o  f i s h e r m e n  

c o u l d  h a r d l y  b e  c h a r a c t e r i z e d  a s  a  ’ ' b a s i c  g o v e r n m e n t a l  

f u n c t i o n "  s u c h  a s  h o l d i n g  p u b l i c  o f f i c e .  T h e r e f o r e ,  s u c h  

l o a n s  w o u l d  n o t  f i t  w i t h i n  t h e  o n e  r e c o g n i z e d  e x c e p t i o n  t o  

t h e  g e n e r a l  r u l e  o f  s t r i c t  s c r u t i n y  f o r  c l a s s i f i c a t i o n s  

b a s e d  o n  a l i e n a g e .

Y o u r  p r o p o s a l  a s  a p p l i e d  t o  n o n - r e s i d e n t  a l i e n s  w o u l d  p a s s  

c o n s t i t u t i o n a l  m u s t e r  f o r  t w o  r e a s o n s ,  F i r s t ,  a l t h o u g h  t h i s  

a r e a  o f  t h e  l a w  i s  u n s e t t l e d ,  j u d i c i a l  r e v i e w  o f  c l a s i f i c a t i o n s  

d i s c r i m i n a t i n g  a g a i n s t  n o n - r e s i d e n t  a l i e n s  s e e m s  t o  b e  l o w e r  

t h a n  s t r i c t  s c r u t i n y .  S e c o n d - ,  t h e  S u p r e m e  C o u r t ’ s  c a s e s  

h a v e  o f t e n  e m p h a s i z e d  t h a t  r e s i d e n t . a l i e n s  l i v e  i n  A m e r i c a n  

c o m m u n i t i t e s ,  m u s t  o b e y  o u r  l a w s ,  p a y  t a x e s ,  s e r v e  i n  t h e  

a r m e d  f o r c e s ,  a n d  h a v e  m a d e  s i g n i f i c a n t  c o n t r i b u t i o n s  t o  o u r  

c o u n t r y .  I t  i s  t h e  b u r d e n s  w h i c h  r e s i d e n t  a l i e n s  b e a r  a l o n g  

w i t h  c i t i z e n s  t h a t  m a k e s  d i s c r i m i n a t i o n s ' a g a i n s t  r e s i d e n t  

a l i e n s  i r r a t i o n a l .  R e s i d e n t  a l i e n s  a r e  i n  m a n y  r e s p e c t s  

j u s t  l i k e  c i t i z e n s ,  a n d  c l a s s i f i c a t i o n s  w h i c h  d i s a d v a n t a g e  

t h e m  w i l l  u s u a l l y  b e  s u b j e c t e d  t o  s t r i c t  j u d i c i a l  s c r u t i n y .  

H o w e v e r  t h e  p h i l o s o p h i c a l  a n d  l e g a l  s u p p o r t  f o r  t h i s  d o c t r i n e  

i s  a b s e n t  w h e n  a  c a s e  i n v o l v e s  a  n o n - r e s i d e n t  a l i e n .

■>
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I n  s u m m a r y  t h e n ,  i f  y o u r  p r o p o s a l  i n c l u d e s  r e s i d e n t  a l i e n s ,  

i t  p r o b a b l y  w o u l d  b e  s t r u c k  d o v m .  I f  y o u r  p r o p o s a l  i n c l u d e s  

o n l y  n o n - r e s i d e n t  a l i e n s ,  t h e n  c o s t  l i k e l y  i t  w o u l d  s u r v i v e  

a n  e q u a l  p r o t e c t i o n  a t t a c k .

S M T s l j b  .•

*
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T h e  H o n o r a b l e  B o b  M u l c a h y  

S e n a t e  R e s o u r c e s  C o m m i t t e e  

A l a s k a  S t a t e  L e g i s l a t u r e  

P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  S e n a t o r  M u l c a h y :

T h i s  i s  i n  r e s p o n s e  t o  t h e  q u e s t i o n s  t h a t  c a m e  u p  

d u r i n g  my  t e s t i m o n y  o n  t h e s e  b i l l s  b e f o r e  y o u r  s u b c o m m i t t e e .

1 .  L o a n s  f o r  i n v e n t o r y ,  n o t  w o r k i n g  c a p i t a l .  I t  i s

d e f i n i t e l y  t h e  G o v e r n o r ' s  i n t e n t  t h a t  t h e s e  l o a n s  w o u l d  b e  

m a d e  t o  f i n a n c e  f i s h  p a c k  i n v e n t o r i e s  a n d  n o t  t o  p r o v i d e  p r o c e s ­

s o r s  w i t h  w o r k i n g  c a p i t a l  l o a n s .  A s  a n  a r t i f a c t  o f  b e i n g  

t r a n s f o r m e d  t o  p r o p e r  l e g a l  s t y l e ,  m y  d r a f t  r e f e r e n c e s  t o  " f i s h  

p a c k  l o a n s "  w e r e  d e l e t e d  a n d  t h e  p r e s e n t  a m b i g u i t y  a s ’ t o  i n t e n t  

r e s u l t e d .  T o  r e s o t r e  c l a r i t y ,  I  w o u l d  s u g g e s t  t h e  f o l l o w i n g  

a m e n d m e n t s  t o  t h e  v e r s i o n  o f  t h e  b i l l  a s  i n t r o d u c e d :

2 .  W h e n  l o a n s  a r e  t o  b e  m a d e  a n d  f u n d e d .  I t  i s  o u r

i n t e n t  t o  u s e  t h e  c o n t r a c t u a l  p o w e r  p r o p o s e d  i n  A S  4 4 . 2 5 . 0 5 0 ( 3 )  

t o  m a k e  c o m m i t m e n t s  t o  p a r t i c i p a t e  i n  p a c k  f i n a n c i n g s  b e f o r e  

t h e  f i s h  a r e  b o u g h t  a n d  p r o c e s s e d .  H o w e v e r ,  s i n c e  t h e  f i n a n c i n g  

w o u l d  b e  t o  f i n a n c e  o n l y  t h e  p a c k  o r  i n v e n t o r y  ( s e e  c o m m e n t  1 ) ,  

t h e  e x e c u t i o n  o f  s u c h  c o m m i t m e n t s  a n d  t h e  a c t u a l  f u n d i n g  w o u l d  

t a k e  p l a c e  o n l y  a f t e r  t h e  i n v e n t o r y  i s  i n  e x i s t e n c e .  F u n d s  f o r  

s t a r t i n g  u p  a t  t h e  b e g i n n i n g  o f  t h e  s e a s o n  w o u l d  b e  f r o m  a  

p r o c e s s o r ' s  w o r k i n g  c a p i t a l  a n d ,  h e n c e ,  c o u l d  n o t  b e  a d v a n c e d  

u n d e r  t h i s  l o a n  p r o g r a m .

3 .  T e r m  o f  t h e  l o a n s .  T h e  C o m m i t t e e  e x p r e s s e d  c o n ­

c e r n  t h a t  i f  t h e r e  i s  n o  c l e a r  s t a t u t o r y  l i m i t  t o  t h e  t e r m  

o f  t h e  l o a n s ,  p r o c e s s o r s  m a y  a t t e m p t  t o  s e l l  l a s t  t h e  i n v e n t o r y  

c o l l a t e r a l i z i n g  t h e  l o a n  f u n d ' s  p a r t i c i p a t i o n  i n * ‘ o r d e r  t o  

p r o l o n g  o r  t a k e  a d v a n t a g e  o f  t h e  l o w e r  I n t e r e s t  r a t e .  T h i s

R e :  ' S B  1 4 0  a n d  1 4 1  ( f i s h  p a c k  l o a n s )

p .  1 ,  l i n e s  1 5 - 1 6 :  “ l o c a t e d  i n  A l a s k a  a n d

w h i c h  a r e  u s e d  t o  f i n a n c e  s u c h  p r o c e s ­

s o r s 1 i n v e n t o r i e s  o f  c a n n e d ,  f r o z e n  o r  

“p r o c e s s e d  [ P R O C E S S I N G  O F ]  f i s h e r y  p r o d u c t s  

f r o m  A l a s k a n  f i s h e r i e s . "
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c o n c e r n  w i l l  b e  t a k e n  c a r e  o f  b y  t h e  f a c t  t h a t  a  p a r t i c i p a t i o n  

i n  a  l o a n  w i l l  b e  p u r c h a s e d ,  r a t h e r  t h a n  a  s e p a r a t e  l o a n  b e  

m a d e  f r o m  t h e  l o a n  f u n d .  T n e  f u n d  w i l l  b e  a  p a r t n e r  i n  a  ' i s h  

p a c k  l o a n ,  t o g e t h e r  w i t h  t h e  b a n k s  o r  o t h e r  f i n a n c i a l  i n s t  t u -  

t i o r i s  t h a t  a r e  p a r t i c i p a t i n g  i n ’ t h e  l o a n .  A l l  p a r t i c i p a n t s  

i n  t h e  l o a n  w o u l d  h a v e -  p r o - r a t a ,  u n d i v i d e d  i n t e r e s t s  i n  t h e

c o l l a t e r a l ,  a n d  t h e r e f o r e ,  i t  w o u l d  n o t  b e  p o s s i b l e  f o r  a

p r o c e s s o r  t o  p a y  o f f  h i s  h i g h e r - i n t e r e s t  b a n k  p a r t i c i p a t i o n s  

i n  t h e  l o a n  w h i l e  s t r e t c h i n g  o u t  t h e  S t a t e ' s  1 o w e r - i n t e r e s t  

p a r t i c i p a t i o n .

•
, A s  I  t e s t i f i e d ,  r i g i d l y  l i m i t i n g  t h e  t e r m  o f  a  l o a n

t o  o n e  y e a r  i s  u n r e a l i s t i c .  T r u e ,  i n  g o o d  y e a r s  a l l  t h e

p r o c e s s o r s  c a n .  w o r k  d o w n  t h e i r  i n v e n t o r i e s  a n d  p a y  o f f  t h e  l o a n  

w i t h i n  1 2  m o n t h s ,  b u t  g o o d  y e a r s  d o n ' t  c o m e  e v e r y  y e a r  a n d  i t  

i s  n o t  u n c o m m o n  f o r  a  p r o c e s s o r  t o  n e e d  m o r e  t i m e  t h a n  t h a t  t o  

g e t  s q u a r e d  a w a y  = O u r  l e v e r a g e  o v e r  t h e  p r o c e s s o r  i s  n o t  s o  

m u c h  t h a t  w e  c a n  d e c l a r e  h m  i n  d e f a u l t  a n d . j e r k  t h e  l o a n  o u t  

f r o m  u n d e r  h i m ,  a s  i t  i s  t h a t  w e  c a n  r e f u s e  t o  h e l p  f i n a n c e  

t h e  c u '  r e n t  y e a r ' s  p a c k  f o r  h i m  u n t i l  t h e  l a s t  y e a r ' s  p a c k  

l o a n  i s  a l l  c l e a n e d  u p .  T h i s  i s  m u c h  m o r e  m e a n i n g f u l  e c o n o m i c  

p o w e r  t h a n  t h e  t h r e a t  o f  f o r e c l o s i n g  o n  a n  i n v e n t o r y  t h a t  t h e  

. p r o c e s s o r  w o u l d  p r o b a b l y  h a v e  b e e n  h a v i n g  t r o u b l e  w i t h .

I  t h e r e f o r e  r e c o m m e n d  t h a t  l i n e  1 5  o n  p a g e  2  o f  t h e  

o r i g i n a l  b i l l  b e  d e l e t e d  a n d  t h e  f o l l o w i n g  s u b s e c t i o n s  r e n u m b e r e d  

a c c o r d i n g l y .

4 .  C o l  1 a t e r a l .  T h e  l o a n s  w i l l  b e  f o r  f i s h  p a c k  a n d  

w i l l  b e  s e c u r e d  b y  t h e  p a c k  a n 'd  t h e  r e c e i v a b l e s  a r i s i n g  f r o m  

t h e  p a c k .  F l u c t u a t i o n s  i n  t h e  m a r k e t  p r i c e  f o r  f i s h  p r o d u c t s  

m i g h t  s u d d e n l y  l o w e r  t h e  v a l u e  o f  t h e  p a c k  s o  t h a t  t h e  l o a n  i t  

s e c u r e s  t h e n  r e p r e s e n t s  m o r e  t h a n  7 5  p e r c e n t  o f  t h e  p a c k ' s  v a l u e .  

W h a t  h a p p e n s  t h e n ?  L i t e r a l l y  u n d e r  t h e  s t a t u t e ,  t h e  l o a n  

w o u l d  n o  l o r g e r  b e  o n e  i n  w h i c h  w e  c o u l d  l e g a l l y  p a r t i c i p a t e .

W e  w o u l d  b e  T o r c e d  t o  d e c l a r e  a  d e f a u l t  a n d  f o r e c l o s e  o n  t h e  

l o a n ,  t h e r e b y  a c q u i r i n g  a  l o t  o f  f i s h ‘ p r o d u c t s  i n  t h e  m i d d l e  o f  

a  b a d  m a r k e t  f o r  f i s h  p r o d u c t .

T h e  l a r g e  b a n k s  t h a t  w i l l  b e  o r i g i n a t i n g  a n d  p a r t i c i ­

p a t i n g  i n  m a n y  o f  t h e s e  l o a n s  - -  t h e  R a i n i e r s ,  t h e  S e a  F i r s t s  

a n d  t h e  l i k e  - -  k n o w  a l l  a b o u t  t h i s  b u s i n e s s  a n d  a r e n ' t  a b o u t  

t o  l e t  t h e m s e l v e s  l o s e  a  l o t  o f  m o n e y  a t  i t .  I t  s e e m s  t o  m e ,  

t h e n ,  t h a t  i t  w o u l d  b e  w i s e  t o  s h a r e  r a t a b l y  i n  t h e  c o l l a t e r a l  

t h a t  t h e y  t h e m s e l v e s  a r e  w i l l i n g  t o  a c c e p t ,  i n s t e a d  o f  h o p i n g  t o  

p r o t e c t  o u r s e l v e s  b y  a  f i x e d  1 o a n - t o - v a l u e  r a t i o  t h a t  m a y  

q u i c k l y  b e c o m e  u n r e a l i s t i c  a s  t h e  m a r k e t  c h a n g e s .  A c c o r d i n g l y , .

I  s u g g e s t  t h e  f o l l o w i n g  a m e n d m e n t  t o  t h e  o r i g i n a l  b i l l :  : .
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p .  2  l i n e s  1 6 - 1 8 :  " ( 3 )  t h e  s t a t e  p a r t i c i p a t i o n  m u s t

b e  r a t a b l y  s e c u r e d  o n  a t  t e a s t  

a n  e q u a l  b a s i s  a s  t h e  p a r t i c i p a ­

t i o n s  o f  a l l  o t h e r  p a r t i c i p a n t s  i n  

t h e  l o a n ,  w h i c h  m u s t  b e  s e c u r e d  b y  

’ a  p l e d g e  o f  t h e  f i s h  p r o c e s s o r ' s

• . i n v e n t o r y  b e i n g  f i n a n c e d  b y  t h e

' '  l o a n  o r  t h e  a c c o u n t s  r e c e i v a b l e '

a r i s i n g  f r o m  t h a t  i n v e n t o r y  E O F  

. . - T H E  F I S H  P R O C E S S O R ]  o r  b y  o t h e r

.  ' c o l l a t e r a l  a c c e p t a b l e  t o  a l l

* p a r t i c i p a n t s  i n  t h e  V o a n  [ A N D

. . '  . M A Y  N O T  E X C E E D  7 5  P E R C E N T  O F  .T H E

■ • • ,  A P P R A I S E D  V A L U E  O F  T H E  C O L L A T E R A L

:• T A K E N  A S  S E C U R I T Y ] ; “

5 .  D e f i n i t i o n  o f  “ f a c i l i t i e s  l o c a t e d  i n  A l a s k a " ,  w h i c h  

d e t e r m i n e s  e l i g i b i l i t y .  T h e  c o m m i t t e e  e x p r e s s e d  c o n c e r n  a b o u t  t h e  

m e a n i n g  o f  t h i s  t e r m ,  p a r t i c u l a r l y  w h e t h e r  f l o a t i n g  p r o c e s s o r s  

i n  t h e  t h r e e - m i l e  l i m i t  w o u l d  q u a l i f y .  C e r t a i n l y  u n d e r  t h e  

p r e s e n t  w o r d i n g  o f  t h e  b i l l  t h e y  c o u l d  b e  c o n s t r u e d  a s  b e i n g  

f a c i l i t i e s  l o c a t e d  i n  A l a s k a ,  a n d  w e  w o u l d  a d o p t  a  r e g u l a t i o n  

t o  t h a t  e f f e c t  u n l e s s  t h e  L e g i s l a t u r e  s h o w s  a n  i n t e n t  t o  t h e  

c o n t r a r y .  H o w e v e r ,  i t  w o u l d  b e  a  m a t t e r  o f  a d m i n i s t r a t i v e  

d e s c r e t i o n ,  a n d  t h e  p o l i c y  t a k e n  n o w  c o u l d  b e  r e v e r s e d  i n  t h e  

f u t u r e .  T h u s ,  i f  y o u  w i s h  t o  e n s u r e  t h a t  f l o a t i n g  p r o c e s s o r s  

w i l l  q u a l i f y  f o r  t h e s e  f i s h  p a c k  l o a n s ,  y o u  m i g h t  a d d . t h e  f o l l o w ­

i n g  d e f i n i t i o n  t o  p r o p o s e d  A S  4 4 . 2 5 . 0 6 5  o n  p a g e  3  o f  t h e  b i l l :

" f a c i l i t i e s  l o c a t e d  i n  A l a s k a "  m e a n s  f a c i l i t i e s  

a t  w h i c h  f i s h e r i e s  p r o d u c t s  a r e  c a n n e d ,  f r o z e n  o r  

o t h e r w i s e  p r o c e s s e d  f o r  i n v e n t o r y  a n d  i n c l u d e s  

s u c h  f a c i l i t i e s  b o t h  o n s h o r e  a n d  o f f s h o r e ,  p r o v i d e d  

t h a t  t h e  f l o a t i n g  f a c i l i t i e s  a r e  r e g i s t e r e d  w i t h  t h e  

S t a t e  o f  A l a s k a  o r  t h e  U . S .  C o a s t  G u a r d  a n d  o p e r a t e  

w i t h i n  t h e  t h r e e - m i l e  l i m i t  o r  w i t h i n  h i s t o r i c  b a y s  

a n d  i n l a n d  w a t e r s  o f  t h e  S t a t e  o f  A l a s k a .

L e t  m e  c o n c l u d e  t h i s  l e t t e r  b y  a s s u r i n g  y o u  t h a t  I  d o  

n o t  i n t e n d  t o  s e t  u p  a  p o o r l y  r u n  l o a n  p r o g r a m  i f  t h i s  b i l l  

p a s s e s .  S a f e g u a r d i n g  t h e  i n t e g r i t y  o f  t h e  p r o g r a m  w h i l e  m e e t i n g  

t h e  p u b l i c  n e e d  i s  t h e  g o a l .  T h i s  w i l l  n o t  m e a n  t h a t  e v e r y  
p r o c e s s o r  g e t s  f i n a n c i n g  u n d e r  t V . s  p r o g r a m ,  b u t  a t  t h e  s a m e  

t i m e  n o  p r o c e s s o r  w i t h  f a c i l i t i e s  i n  A l a s k a  w i l l  a u t o m a t i c a l l y
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b e  e x c l u d e d .  D e c i s i o n s  w i l l  b e  m a d e  o n  a  c a s e - b y - c a s e  b a s i s .

T h e  p r o c e s s o r  w i l l  f i r s t  g o  t o  a  f i n a n c i a l  i n s t i t u t i o n  o r  C F A B ,  

w h i c h  w i l l  o r i g i n a t e  a n d  p a r t i c i p a t e  i n  t h e  l o a n .  T h e  o r i g i n a t o r  

w i l l  b e  f r e e  t o  a g r e e  t o  c o m m i t  t o  a p a r t i c i p a t i o n  o r  t o  d e c l i n e  

i t .  I f  i t  a g r e e s ,  t h e  o r i g i n a t o r  w i l l  i n v i t e  u s  t o  p a r t i c i p a t e ,  

a n d  w e  w i l l  i n  t u r n  a p p l y  o u r  i n d e p e n d e n t  j u d g m e n t  i n  d e c i d i n g  

w h e t h e r  o r  n o t  t o  m a k e  a  c o m m i t m e n t .  T h e  t e r m s  e n d  c o n d i t i o n s ,  

t h e  s a f e g u a r d s  a n d  p r o t e c t i o n s ,  t h e  d u t i e s  a n d  o b l i g a t i o n s  w i l l  

a l l  b e  s p e l l e d  o u t  i n  g r e a t  d e t a i l  i n  t h e  l o a n  a g r e e m e n t s ,  

w h i c h  w e  c a n  a n d  w i l l  i n s i s t  o n  b e i n g ’ t o  o u r  s a t i s f a c t i o n  b e f o r e  

w e  a g r e e  t o  p a r t i c i p a t e .  I t  i s  i m p o r t a n t  t h a t  t h e  s t a t u t e  p r e s e r v e  

a d m i n i s t r a t i v e • f l e x i b i 1 i t y  t o  a d a p t ,  i f  a p p r o p r i a t e ,  t o  t h e  

p a r t i c u l a r  c i r c u m s t a n c e s  o f  t h e  i n d i v i d u a l  b o r r o w e r .  T h i s  

b i l l ,  w i t h  t h e  c h a n g e s  I  h a v e  s u g g e s t e d ,  w o u l d  p r o v i d e  a  s k e l e t o n  

t o  s u p p o r t  t h e  p r o g r a m ,  a n d  w e  w i l l  d o  o u r  b e s t  t o  f l e s h  i t  o u t  

i n t o  a  h e a l  t h y  p r o g r a m .

V e r y  t r u l y  y o u r s ,

T h o m a s  K .  W i l l i a m s  

C o m m i s s i o n e r  o f  R e v e n u e

T K W  : m l  1

c c :  S e n a t o r  E l i a s o n  .

S e n a t o r  G i l m a n




