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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

I N  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 I T T E E

• C S  F O R  S E N A T E  B I L L  NO. 1 4 0  ( F i n a n c e )

I N  T H E  L E G I S L A T U R E  OF 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  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  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 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  date."-

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. A S  4 5  is a m e n d e d  b y  a d d i n g  a n e w  c h a p t e r  t o  r e a d :

’ C H A P T E R  91. 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 .

• Se c .  4 5 . 9 1 . 0 1 0 .  E S T A B L I S H M E N T  O F  L O A N  F U N D .  . 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  is e s t a b l i s h e d  i n  t h e  D e p a r t m e n t  o f  R e v e n u e .  ' 

.Sec. 4 5 . 9 1 . 0 2 0 .  . FI S H E R Y .  P R O D U C T  L O A N S .  T h e  d e p a r t m e n t  m a y  p u r ­

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

v e n t o r i e s  of 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 d u c t s  f r o m  A l a s k a  f i s h ­

e r i e s  . . . . . .  . . .  . . . . .  • ’ . .

S e c .  4 5 . 9 1 . 0 3 0 .  P O W E R S  A N D  D U T I E S  O F  T H E  D E P A R T M E N T .  (a) T h e  

c o m m i s s i o n e r  m a y

(1) d e s i g n a t e  a g e n t s  a n d  d e l e g a t e  p o w e r s  t o  t h e m  a s  i s

n e c e s s a r y ;
9

(2) a d o p t  r e g u l a t i o n s  to i m p l e m e n t  t h i s  c h a p t e r ;

(3) m a k e  a n d  e x e c u t e  c o n t r a c t s  a n d  o t h e r  i n s t r u m e n t s  t o  i m ­

p l e m e n t  t h i s  c h a p t e r ;

(4) p u r c h a s e  p a r t i c i p a t i o n s  i n  n o t e s  a n d  a g r e e m e n t s  s e c u r i n g  

l o a n s  i n  a c c o r d a n c e  w i t h  this c h a p t e r ;
s

(5) r e q u i r e  t h a t  l o a n s  i n  w h i c h  t h e  f u n d  p a r t i c i p a t e s  b e

- 1 -  C S S B  1 4 Q ( F i n )
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s e c u r e d  b y  a d e q u a t e  c o l l a t e r a l ;

(6) a c q u i r e  r e a l  or  p e r s o n a l  p r o p e r t y  b y  p u r c h a s e ,  t r a n s f e r ,  

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

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

(b) H o n e y  i n  t h e  f u n d  t h a t  is n o t  b e i n g  u s e d  f o r  p a r t i c i p a t i o n s  

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

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

A S  -37.10.070.. •

(c) E a r n i n g s  a n d  i n t e r e s t  i n c o m e  f r o m  i n v e s t m e n t  a n d  f i s h e r y  p r o -  
• • # . * • • ,

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

' p a y m e n t s  o f  p r i n c i p a l  f r o m  i n v e s t m e n t s  a n d  l o a n . p a r t i c i p a t i o n s ' ' m u s  t  b e  

r e t u r n e d  to t h e  f u n d . . .

S e c .  4 5 . 9 1 . 0 4 0 .  L I M I T A T I O N S  O N  L O A N S .  ( a ) ' - L o a n  p a r t i c i p a t i o n s  

p u r c h a s e d  u n d e r  t h i s . c h a p t e r  a r e  s u b j e c t  to t h e  f o l l o w i n g  l i m i t a t i o n s :

(1) S t a t e  p a r t i c i p a t i o n  i n  a s i n g l e  l o a n  m a y  n o t  e x c e e d  9 0

p e r c e n t  of-.the t o t a l - a m o u n t  o f  t h e  l o a n .

(2.) T h e  t e r m  o f  a l o a n  m a y  n o t  e x c e e d  o n e  y e a r  u n l e s s  e x ­

t e n d e d  u n d e r  a n  a r r a n g e m e n t  m a d e  in a c c o r d a n c e  w i t h  (c) o f  t h i s  s e c t i o n .

' * - • • . •
(3) T h e  l o a n  m u s t  be s e c u r e d  b y  a  p l e d g e  o f  t h e  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 oan, b y  a p l e d g e  o f  t h e  a c c o u n t s  r e c e i v a b l e  f r o m

t h a t  i n v e n t o r y ,  or  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  to' a l l  p a r t i c i p a n t s

!
i n  t h e  l o a n .  T h e  s e c u r i t y  i n t e r e s t  t a k e n  b y  t h e  s t a t e  i n  t h e  c o l l a t e r a l

m u s t  b e  a t  l e a s t  e q u a l  in  p r i o r i t y  to t h e  i n t e r e s t s  i n  t h e  c o l l a t e r a l

*
o f  a l l  o t h e r  p a r t i c i p a n t s  i n  the l oan, a n d  t h e  p r o p o r t i o n  w h i c h  t h e  

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

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

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

l o a n .

(4) T h e  l o a n  m u s t  be o r i g i n a t e d  a n d  s e r v i c e d  b y  e i t h e r  t h e

-2- C S S B  1 4 0 ( F i n )
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A l a s k a  C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  B a n k  ( A S  4 4 . 8 1 . 0 1 0 )  o r  b y  

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

(5) T h e  s e r v i c i n g  c h a r g e  o n  t h e  l o a n  m a y  n o t  e x c e e d  o n e - h a  

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

(6) T h e  r a t e  o f  i n t e r e s t ,  i n c l u d i n g  a l l  s e r v i c e  f e e s ,  o n  t

u n p a i d  b a l a n c e  o f  o n 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  a l o a n  s h a l l  f l o £

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

i n  t h e  w e e k l y  a u c t i o n  o f  U . S .  T r e a s u r y  b i l l s ,  p l u s  t h r e e  a n d  t h r e e -

f o u r t h s  p e r c e n t a g e  poir.ts, b u t  m a y  n o t  e x c e e d  t h e  a p p l i c a b l e  intere.* 

r a t e .  - - _

(7) L o a n s  m u s t  b e  m a d e  o n l y  t o  f i s h  p r o c e s s o r s  w i t h  faci! 

i t i e s  l o c a t e d  i n  A l a s k a .

(8) L o a n s  m a y  n o t  b e  m a d e  to f i s h  p r o c e s s o r s  w h i c h  a r e  i  
p e r c e n t  or m o r e  o w n e d  or c o n t r o l l e d  b y  a l i e n s .

(b) M o n e y  in t h e  f u n d  s h a l l  b e  u s e d  t o  p u r c h a s e  p a r t i c i p a t i o n  

l o a n s  m a d e  t o  f i s h  p r o c e s s o r s  w h i c h  a r e  5 0  p e r c e n t  o r  m o r e  o w n e d  o 

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

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

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

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

(c) If  t h e  d e p a r t m e n t  is a  p a r t i c i p a n t  i n  a  l o a n  t o  a  f i s h  

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

w i t h i n  t h e  o n e - y e a r  t e r m  p r e s c r i b e d  i n  ( a ) ( 2 )  o f  t h i s  s e c t i o n ,  tb 

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

t h e  d e p a r t m e n t  a n d  t h e  p r o c e s s o r  m a k e  r e a s o n a b l e  a n d  r e a l i s t i c  a r r a ; 

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

(d) F o r  the p u r p o s e s  of  t h i s  s e c t i o n

(1) " a l i e n "  m e a n s

(A) a n  i n d i v i d u a l  w h o  i s  n o t  a  c i t i z e n  o r  n a t i o n a l

- 3 -  C S S B  1 4 0 ( F i n )
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.•v-aSr;

t h e  U n i t e d  S t a t e s ,  or w h o  is r i o t ' l a w f u l l y  a d m i t t e d  to t h e  U n i t e d  

S t a t e s  f o r  p e r m a n e n t  r e s i d e n c e ,  or p a r o l e d  i n t o  t h e  U n i t e d  S t a t e s  

u n d e r  t h e  I m m i g r a t i o n  a n d  N a t i o n a l i t y  A c t  (8  U . S . C .  s e c s .  1 1 0 1  - 

1 5 0 3 ) ,  as a m e n d e d ;
m

* • •• • •
(B) a p e r s o n ,  o t h e r  t h a n  a n  i n d i v i d u a l ,  t h a t  w a s  n o t  

c r e a t e d  or  o r g a n i z e d  u n d e r  t h e  l a w s  of  t h e  U n i t e d  S t a t e s  o r  o f  a 

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

s t a t e ;  o r  ^

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

o r  o r g a n i z e d  u n d e r  t h e  l a w s  o f  t h e  U n i t e d  S t a t e s  o r  o f  a  s t n t e ,  o. 

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

is c o n t r o l l e d  b y  a  p e r s o n  d e s c r i b e d  i n  (A) o r  (B)' o f  t h i s  p a r a -
• • * • -

g r a p h ;

(2) ’'c o n t r o l "  m e a n s  t h a t  a r e l a t i o n s h i p  e x x s t s  b e t w e e n  a 

p e r s o n  a n d  f i s h  p r o c e s s o r  i n  w h i c h  t h e  p e r s o n  e x e r c i s e s  c o n t r o l  con-j 

s i s t i n g  of

(A) o w n i n g  d i r e c t l y  or i n d i r e c t l y ,  ;>r h a v i n g  t h e  p o w e  

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

o f  a  f i s h  p r o c e s s o r  o r g a n i z e d  as a. c o r p o r a t i o n ;  o r

(B) i n f l u e n c i n g  o r  a f f e c t i n g  i n  a n y  s u b s t a n t i v e  manri<|

t h e  e l e c t i o n  o f  a  m a j o r i t y  of t h e  d i r e c t o r s  o r  t r u s t e e s  o f  a  fi

p r o c e s s o r  o r g a n i z e d  as a c o r p o r a t i o n ;

(3) " p e r s o n "  m e a n s  a n  i n d i v i d u a l ,  a  c o r p o r a t i o n ,  a  p a r t n e
*

s h i p ,  a n  a s s o c i a t i o n ,  a j o i n t - s t o c k  c o m p a n y ,  a n  e s t a t e ,  a  t r u s t  w h e  

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

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

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

Se c .  4 5 . 9 1 . 0 5 0 .  S A L E  O R  T R A N S F E R  OF M O R T G A G E S  A N D  N O T E S .  T h e  

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

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

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

f u n d .  . . . . . .  . . .

S e c .  4 5 . 9 1 . 0 6 0 .  D E F I N I T I O N S .  I n  t h i s  c h a p t e r

(1) ' ' c o m m i s s i o n e r "  m e a n s  t h e  c o m m i s s i o n e r  o f  r e v e n u e ;

(2) " d e p a r t m e n t "  m e a n s  t h e  D e p a r t m e n t  o f ’ R e v e n u e ;

(3) ‘" f i s h  p r o c e s s o r "  m e a n s  a p e r s o n  e n g a g i n g  i n  a  b u s i n e s s  

f o r  w h i c h  a  l i c e n s e  is r e q u i r e d  u n d e r  A S  4 3 . 7 5 . 0 1 0  -  4 3 . 7 5 . 0 9 0 ;

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

i a w s  o f  the U n i t e d ' S t a t e s  a s’ d e f i n e d  i n  4 6  U.S.C*., 8 0 1 ,  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 ;

(5) " f i s h e r y  p r o d u c t "  m e a n s  f i n  f i s h ,  s h e l l f i s h ,  a n d  f i s h -  

b y p r o d u c t s ,  i n c l u d i n g  b u t  n o t  l i m i t e d  to s a l m o n ,  ’h a l i b u t ,  h e r r i n g ,  

f l o u n d e r ,  c r a b ,  c l a m ,  cod, s h r i m p ,  a n d  p o l l o c k ; .

'(6) " f u n d "  m e a n s  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 .

* S e c .  2. 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) ' T h e  

C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  B a n k  m a y

(1) ’ m a k e  l o a n s  to p r o v i d e  f i n a n c i a l  a s s i s t a n c e  t o  c o m m e r c i a l  

) u r c h a s e r s  o f  t h e  1 9 8 1  f i s h  h a r v e s t ;

(2) p a r t i c i p a t e  w i t h  c o m m e r c i a l  b a n k s  in t h e  m a k i n g  o f  l o a n s  t o  

j r o v i d e  f i n a n c i a l  a s s i s t a n c e  to c o m m e r c i a l  p u r c h a s e r s  o f  t h e  ‘’9 8 1  f i s h  

larvest;

(3) e n t e r  i n t o  a g r e e m e n t s  w i t h  t h e  D e p a r t m e n t  o f  R e v e n u e  t o  

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

>0 p e r c e n t  o f  t h e  p o r t i o n  of a l o a n  d e s c r i b e d  i n  (1) a n d  (2) o f  t h i s  s u b -

-5- C S S B  1 4 0 ( F i n )
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s e c t i o n  h e l d  b y  'a c o m m e r c i a l  b a n k  or a n  i n s t i t u t i o n  o f  t h e  f e d e r a l  f a r m  

c r e d i t  s y s t e m .

(b) A  l o a n  m a y  n o t  b e  g u a r a n t e e d  u n d e r  (a) (3) o f  t h i s  s e c t i o n  u n l e s s  

2 0  p e r c e n t  o r  m o r e  o f  t h e  l o a n  is  h e l d  b y  t h e  C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l ­

t u r e  B a n k .

(c) T h e  c o m m i s s i o n e r  of  r e v e n u e  m a y  e n t e r  i n t o  a g r e e m e n t s  w i t h  t h e  

C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  B a n k  t o  u s e  t h e  a s s e t s  o f  t h e  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  c r e a t e d  i n  s e c .  2 ( c ) ,‘ ch. 3 2 ,  S L A  1 9 8 0 ;  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  u n d e r  (a)(3) o f  t h i s  s e c t i o n .  T h e  t o t a l  a m o u n t  

o f  t h e  g u a r a n t e e d  p o r t i o n  o f  l o a n s  g u a r a n t e e d  u n d e r  ( a ) (3) o f  t h i s  s e c t i o n  

m a y  n o t  e x c e e d  $ 4 0 , 0 0 0 , 0 0 0 . "

(d) I n  t h i s  s e c t i o n ,  " c o m m e r c i a l  b a n k "  m e a n s  a b a n k  c h a r t e r e d  b y  t h e  

U n i t e d - S t a t e s  o r  b y  a s t a t e  o f  t h e  U n i t e d  S t a t e s .  •

*  S e c .  3. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  0 1 . 1 0 . -  

0 7 0 ( c ) .
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T W E L F T H  L E G I S L A T U R EFISCAL NOTE HCS CSSB 1 4 0 (Res)I. REQUESTBill/Resolution No. HOUSE CS FOR SENATE BILL NQ.-_140(Re.s)___________________________________________Title Establishing a fishery product revolving ..loan fund T. providing for loans, and loan IfeiDQ)E6laflCtiS% guarantees; appropriations for loan guarantees. Date_________5/23/B1_________
Requested by House Finance CommitteeII. FISCAL DETAILAgency Affected Department nf Rpvpnnp___________________________________________________________________Program Category Affected Revenue Col leetinn and Management____________________________________BRU, Program, or Subprogram(s) Affected Treasury Management__________________________________________(Note: If more than one budget component is affected, separate line-item amounts and funding for each component in the analysis section.)EXPENDITURES (Thousands of Dollars)

FY 81 FY 82 *Y  83 FY 84 FY .85 .FY 86100 PERSONAL SERVICES200 TRAVEL 3.0300 CONTRACTUAL 5.0400 COY fODTTTF.S500 EOI .PMF.NT600 LAND & STRUCTURES^0 GRANTS. CLAIMS. ETC.TOTAL
 8.0FUNDING (Thousands of Dollars)GENERAL FUND 8.0FEDERAL FUNDS-OTHER (Specify Fund Source)

POSITIONS -0 -FULL TIMEPART TIMETEMPORARY
III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

The appropriations bill, CSSB 141(Fin), appropriates $40 m i l lion to the Department of 

Revenue, fish processing loan guarantee account. It does not appropriate funds for 

the Fishery Product Revolving Loa n  Fund.

CFAB and other commerical banks ma k e  the loans. Department of Revenue enters into 

agreements with CFAB or commerical bank. Above travel to r eview infofn'ation as 

necessary at bank; contractual services for related Drefessional advice (legal, etc.).

C.IV. DATE .Tnno 1y iqfti__________PREPARED BY Anselm C. Staack, Treasury Comptrolle rAGENCY _Dept-. of Rpyp.mip , -T.r.pPRiiry Diais lo a ---------------Original: Legislative Finance PHONE___________ 465-2151_____________cc: Budget and ManagementPrime Sponsor (First Legislator Named)
33-001 (Rev. 1 2 / 8 0 )
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A M E N D M E N T  
} ------------------------

I

■ TO; C S S B  1 4 0 (Fin)

I:
i

P a g e  1, l i n e s  6 - 2 9  a n d  p a g e s  2 - 6 :

D e l e t e  a l l  m a t e r i a l  a n d  i n s e r t  the f o l l o w i n g :

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  e s t a b l i s h i n g  a p r o d u c t i o n  c r e d i t  r e v o l v i n g

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

BE IT 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. A S  45 is a m e n d e d  b y  a d d i n g  a n e w  c h a p t e r  t o  read:

C H A P T E R  86. A L A S K A  F I S H E R Y  C O O P E R A T I V E  P R O D U C T I O N  C R E D I T

R E V O L V I N G  L O A N  FUND.

Sec. 4 5 . 8 6 . 0 1 0 .  E S T A B L I S H M E N T  O F  L O A N  FUND. T h e  A l a s k a  f i s h e r y  

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

t h e  D e p a r t m e n t  o f  R e v e n u e .

Sec. 4 5 . 8 6 . 0 2 0 .  P R O D U C T I O N  C R E D I T  R E V O L V I N G  L O A N S .  T h e  d e p a r t­

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

f i n a n c e  i n v e n t o r i e s  of fre s h ,  c a n n e d ,  f r o z e n ,  or p r o c e s s e d  p r o d u c t s  

f r o m  A l a s k a  f i s h e r i e s .i

Sec. 4 5 . 8 6 . 0 3 0 .  P O W E R S  A N D  D U T I E S  O F  T H E  D E P A R T M E N T .  (a) T h e  

c o m m i s s i o n e r  m a y

(1) d e s i g n a t e  a g e n t s  a n d  d e l e g a t e  p o w e r s  to t h e m  as n e c e s­

sary;

(2) • a d o p t  r e g u l a t i o n s  to i m p l e m e n t  a n d  a d m i n i s t e r  the f u n d



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

(3) m a k e  a n d  e x e c u t e  c o n t r a c t s  a n d  o t h e r  i n s t r u m e n t s  to 

i m p l e m e n t  t h i s  c h a p t e r ;

(4) m a k e  l o a n s  a n d  c o n t r a c t s  i n  a c c o r d a n c e  w i t h  t h i s

c h a p t e r ;

(5) a c q u i r e  r e a l  or  p e r s o n a l  p r o p e r t y  b y  p u r c h a s e ,  t r a n s f e r ,

or f o r e c l o s u r e  w h e n  t h a t  a c q u i s i t i o n  is n e c e s s a r y  to p r o t e c t  a l o a n  or

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

(b) M o n e y  i n  t h e  f u n d  t h a t  is n o t  b e i n g  u s e d  f o r  l o a n s  to f i s h e r y  

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

fo r  t h e  i n v e s t m e n t  of  g e n e r a l  f u n d  s u r p l u s  u n d e r  A S  3 7 . 1 0 . 0 7 0 .

(c) E a r n i n g s  a n d  i n t e r e s t  i n c o m e  f r o m  i n v e s t m e n t s  a n d  l o ans 

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

f r o m  i n v e s t m e n t s  a n d  l o a n s  s h a l l  oe r e t u r n e d  to the r e v o l v i n g  fund.

Sec. 4 5 . 0 8 . 0 4 0 .  L I M I T A T I O N S  O N  L O A N S .  L o a n s  m a d e  u n d e r  t h i s  

c h a p t e r  a r e  s u b j e c t  to t h e  f o l l o w i n g  l i m i t a t i o n s :

(1) s t a t e  p a r t i c i p a t i o n  in  a  s i n g l e  l o a n  m a y  n o t  e x c e e d  90

p e r c e n t  of the t o t a l  a m o u n t  of t h e  loan;

(2) t h e  t e r m  o f  a l o a n  m a y  n o t  e x c e e d  o n e  y ear;

(3) t h e  l o a n  m u s t  b e  s e c u r e d  b y  i n v e n t o r y  o f  f i s h e r y

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

e x c e e d  75 p e r c e n t  of  t h e  c o l l a t e r a l  t a k e n  as s e c u r i t y ;

(4) t h e  l o a n  m u s t  b e  o r i g i n a t e d  b y  t h e  A l a s k a  C o m m e r c i a l  

F i s h i n g  a n d  A g r i c u l t u r e  B a n k  (AS 4 4 . 8 1 . 0 1 0 )  o r  b y  a s t a t e  or f e d e r a l l y  

c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n  i n  t h e  s t a t e ;
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(5) t h e  s e r v i c i n g  c h a r g e  o n  a l o a n  m a y  n o t  e x c e e d  o n e - h a l f  

; o f  o n e  p e r c e n t  of the o u t s t a n d i n g  b a l a n c e  o f  t h e  loan;

(6) t h e  r a t e  of i n t e r e s t ,  i n c l u d i n g  a l l  s e r v i c e  fees, o n

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

b e  d e t e r m i n e d  b y  the a v e r a g e  i n t e r e s t  r a t e  at w h i c h  s i x - m o n t h  U. S .  

T r e a s u r y  b i l l s  a r e  a w a r d e d  i n  t h e  w e e k l y  a u c t i o n  o f  U.S. T r e a s u r y

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

e x c e e d  the a p p l i c a b l e  i n t e r e s t  r a te;

(7) l o a n s  m a y  be  m a d e  o n l y  to f i s h e r y  c o o p e r a t i v e s .

Sec. 4 5 . 8 6 . 0 5 0 .  D E F I N I T I O N S .  In  th i s  c h a p t e r

(1) ’' c o m m i s s i o n e r 1' m e a n s  t h e  c o m m i s s i o n e r  o f  r e v e n u e ;

(2) " d e p a r t m e n t "  m e a n s  t h e  D e p a r t m e n t  of  R e v e n u e ;

(3) " f i s h e r y  c o o p e r a t i v e "  m e a n s  a c o o p e r a t i v e  o r g a n i z e d

u n d e r  AS 1 0 . 1 5  f o r  t h e  p u r p o s e  o f  e n g a g i n g  i n  a f i s h e r y  b u s i n e s s ;

(4) " f i s h e r y  p r o d u c t s "  m e a n s  f i n f i s h ,  s h e l l f i s h ,  a n d  f i s h

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

f l o u n d e r ,  crab, clam, cod, s h r i m p  a n d  p o l l o c k ;

(5) " f u n d "  m e a n s  t h e  A l a s k a  f i s h e r y  c o o p e r a t i v e  p r o d u c t i o n  

c r e d i t  r e v o l v i n g  l o a n  fund.

* Sec. 2. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01 . -  

1 0 . 0 7 0 ( c ) .



A m e n d m e n t  No. 1 -- O n  p. 2, l i n e  16, d e l e t e  a l l  m a t e r i a l  
a f t e r  " ( 2 ) "  a n d  r e p l a c e  it w i t h :

" i f  t h e  f u n d  is a p a r t i c i p a n t  in a l o a n  
to a f i s h  p r o c e s s o r  t h a t  h a s  n o t  b een, 
o r  a p p e a r s  u n l i k e l y  to be, f u l l y  r e p a i d  
w i t h i n  a y e a r  f r o m  the ti m e  the l o a n  w a s  
m a d e ,  t h e n  the f u n d  m a y  n o t  p a r t i c i p a t e  
in  a n e w  l o a n  to t h a t  p r o c e s s o r  u n l e s s  
t h e r e  is i n  e f f e c t  a r e a s o n a b l e  a n d  r e a l ­
i s t i c  a g r e e m e n t ,  a c c e p t a b l e  to a l l  p a r t i c i­
p a n t s  in the e x i s t i n g  loan, u n d e r  w h i c h  
the e x i s t i n g  l o a n  w i l l  b e  r e p a i d  i n  a p r o m p t  
a n d  o r d e r l y  f a s h i o n ; "

A m e n d m e n t  No. 2 -- O n  p. 2, l i n e s  17-18, d e l e t e  a l l  m a t e r i a l
a f t e r  " ( 3 ) "  a n d  r e p l a c e  it w i t h :

" t h e  p a r t i c i p a t i o n  o f  the f u n d  m u s t  b e  
r a t a b l y  s e c u r e d  o n  at l e a s t  an e q u a l  b a s i s  
as the p a r t i c i p a t i o n s  of all o t h e r  p a r t i c i­
p a n t s  in  the loan, a n d  it m u s t  b e  s e c u r e d  
b y  t h e  a p l e d g e  of the 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  the l o a n  o r  b y  
the a c c o u n t s  r e c e i v a b l e  f r o m  th a t  i n v e n t o r y  
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  to a l l  
p a r t i c i p a n t s  i n  the l o a n ; "



Original sponsor: Rules/Governor Offered: 3/16/81
Referred: Finance

1 IN T H E  SENATE BY T HE R E S O U R C E S  COM M I T T E E

2 CS FOR S E NATE BILL NO. 140 (Resources)

3 IN T HE L E G I S L A T U R E  OF THE STATE OF A L ASKA

4 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 SION

5 A  BILL

6 For an Act entitled: "An Act e s t a b l i s h i n g  a f i s hery p r o duct rev o l v i n g  loan

7 fund; and pro v i d i n g  for an eff e c t i v e  date." 

is BE IT ENACTED BY THE L E G I S L A T U R E  OF T HE STATE OF ALASKA:

9 * S e c t i o n  1. AS 44.25 is a m e nded by a d ding n e w  sections to read:

10 A R T ICLE 3. F I S H E R Y  PRODUCT R E V O L V I N G  LOA N  FUND.

11 Sec. 44.25.040. E S T A B L I S H M E N T  OF LOAN FUND. The f i s hery product

12 r e v o l v i n g  loan fund is e stablished in the D e p a r t m e n t  of Revenue.

13 Sec. 44.25.045. F I S H E R Y  P R O D U C T  LOANS. The dep a r t m e n t  m a y  p u r­

chase p a rticipations in loans m a d e  to fish p r o cessors wi t h  facilities 

located in Alaska and w h i c h  are used to finance those p r o c e s s o r s ' i n­

ventories of canned, frozen, or pro c e s s e d  prod u c t s  fro m  A l a s k a  fish-

17 e r i e s .

18 Sec. 44.25.050. POWERS AND D U T I E S  OF T H E  DEPARTMENT. (a) The

commissioner m a y

(1) d e s i g n a t e  agents and delegate powers to them as is

necessary;

(2) adopt regulations to implement AS 44. 2 5 . 0 4 0  - 44.25.065;

23 (3) m a k e  and execute contracts and other instruments to im-

24 p l e m e n t  AS 44.2 5 . 0 4 0  - 44.25.065;

(4) p u r c h a s e  part i c i p a t i o n s  in notes and a g r e ements securing 

loans in acc o r d a n c e  w i t h  AS 44. 2 5 . 0 4 0  - 44.25.065;

(5) r e q u i r e  that loans in which the fund p a r t i c i p a t e s  be 

s ecured by adequate collateral;

(61 a c q uire real or personal p r o p e r t y  b y  purchase, transfer,
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or fo r e c l o s u r e  whe n  that a c q u i s i t i o n  is n e c e s s a r y  to protect a note in 

w h i c h  the fund has an interest.

(b) M o n e y  in the fund that is not being used for p articipations

in f i s h e r y  product loans m u s t  be invested b y  the department in the same

m a n n e r  as provided f o r .the i n v estment of general fund surplus under 

AS 37.10.070.

(c) Earnings and interest income fro m  investment and fishery p r o­

duct loan p articipations mu s t  be transferred to the general fund. R e­

paym e n t s  of principal fr o m  investments and loan participations mu s t  be 

r e t u r n e d  to the fund.

Sec. 44.25.055. L I M I T A T I O N S  ON LOANS. (a) L o a n  participations 

p u r c h a s e d  under AS 4 4 . 2 5 . 0 4 0  - 44.25.065 are subject to the following 

l i m i t a t i o n s :

(1) state p a r t i c i p a t i o n  in a single loan may not exceed 90 

percent of the total amount of the loan;

(2) the term of a loan m a y  not exceed one year;

(3) the loan mus t  be secured by inv e n t o r y  or accounts r e­

ceivable of the fish p r o c e s s o r  and m ay n ot exceed 75 percent of the

app r a i s e d  value of the collateral taken as security;

(4) the loan m u s t  be o r i g inated and serviced b y  either the 

Alaska Commercial F i s hing and Agriculture Bank (AS 44.81.010) or by a 

state or fede r a l l y  c h artered financial institution;

(5) the s e rvicing charge on the loan m ay not exceed one-half

of one percent of the ou t s t a n d i n g  balance of the loan;

(6) the rate of interest, including all service fees, on the

u n p a i d  b a l a n c e  of one loan fund's p a r t i c i p a t i o n  in a loan shall float

at the average rate at w h i c h  s ix m o n t h  U.S. Trea s u r y  bills are awarded

in the w e e k l y  a u c t i o n  of U.S. Trea s u r y  bills, plus three and three- 

fourths p e r centage points, but m a y  not exceed the applicable interest

-2- CSSB 140(Res)
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rate;

(7) loans m u s t  be mad e  on l y  to fish processors w i t h  f a c i l­

ities located in Alaska;

(8) loans m a y  not be m a d e  to fish processors w h i c h  are 80 

percent or m o r e  ow n e d  or co n t r o l l e d  b y  aliens.

(b) M o n e y  in the fund shall be used to purc h a s e  p a r t i c i p a t i o n  in 

loans mad e  to fish p r o c e s s o r s  w h i c h  are 50 p e r cent or more owned or 

controlled b y  persons dom i c i l e d  in A l a s k a  until these processors needs 

for loans are m et b e f o r e  the m o n e y  in the fund m a y  be used to purchase 

p a r t i c i p a t i o n  in loans mad e  to fish processors w h i c h  are less than 50 

percent owned or cont ‘oile d  b y  persons d o miciled in Alaska.

(c) For the p u r p o s e s  of this s e c t i o n

(1) "alien" means

(A) an individual w h o  is not a c i t izen or national of 

the U n i t e d  States, or w ho is not lawfully admitted to the United 

States for p e r m a n e n t  residence, or paroled into the United States 

under the I m m i g r a t i o n  and N a t i o n a l i t y  Act (8 U.S.C. secs. 1101 - 

1503), as amended;

(B) a person, other than an individual, that was not 

created or o r g a n i z e d  u n d e r  the laws of the U nited States or of a 

state, or whose pri n c i p a l  pl a c e  of business is not located in any 

state; or

(C) a person, other than an individual, that war created 

or orga n i z e d  u n d e r  the laws of the United States or of a state, or 

whose pri n c i p a l  pl a c e  of busi n e s s  is located in a state, and which 

is co n t r o l l e d  b y  a p e r s o n  desc r i b e d  in (A) or (B) of this p a r a­

graph;

(2) "co n t r o l "  means that a r e lationship exists b e t w e e n  a 

person and fish p r o c e s s o r  in w h i c h  the p erson exercises control consist-

-3- CSSB 140(Res)
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(A) owning d i r e c t l y  or indirectly, or h aving the power 

to vote, the per c e n t a g e  i n dicated of a ny class of v oting security 

of a fish p r o c e s s o r  o r ganized as a corporation; or

(B) i n f l u e n c i n g  or a ffecting in any substantive m anner 

the elec t i o n  of a m a j o r i t y  of the directors or trustees of a fish 

proc e s s o r  org a n i z e d  as a corporation;

(3) "person" means an individual, a corporation, a p a r t n e r­

ship, an association, a j o i n t - s t o c k  company, an estate, a trust where 

the interests of the b e n e f i c i a r i e s  are e v idenced by a security, an 

u n i n c o r p o r a t e d  association, a government, a political subdivision of a 

government, or a c o m b i n a t i o n  of these entities.

Sec. 44.25.060. SALE O R  T R A N S F E R  OF M O R T G A G E S  AND NOTES. The d e­

pa r t m e n t  m ay sell or transfer at par value or at a p r e mium or discount 

to any b a n k  or other p r i vate p urchaser for cash or other consi d e r a t i o n  

the mor t g a g e s  and u. tes hel d  as secur i t y  for loans made under AS 44.-

25.040 - 44.25.065. The proceeds fror.i the sale or transfer are assets 

of the fund.

Sec. 44.25.065. DEFINITIONS. In AS 44.25.040 - 44.25.065

(1) " c o m m i ssioner" means the commissioner of revenue;

(2) " d epartment" means the De p a r t m e n t  of Revenue;

(3) "fish p r o c e s s o r "  means a p e r s o n  enga g i n g  in a business 

for w h i c h  a license is requi r e d  un d e r  4S 43.75.010 - 43.75.090;

(4) "facilities located in Alaska" means facilities at which 

fis h e r i e s  products are canned, frozen, or otherwise processed for 

inventory, including f l o a t i n g  facilities wh i c h  are documented under the 

laws of the U nited States as defined in 46 U.S.C. 801, and operate 

w i t h i n  the three-mile limit or w i t h i n  h i s t o r i c  bays and inland waters 

of the state;
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(5) "fishery product" means fin fish, shellfish, and fish 

byproducts, including but not. limited to salmon, halibut, herring, 

flounder, crab, clam, cod, shrimp, and pollock;

(6) "fund" means the fishery product revolving loan fund.

* Sec. 2. This Act takes effect i mmediately in accordance w i t h  AS 01.10.- 

0 7 0 ( c ) .
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introduced: 2/3/81
Referred: Resources and

Finance

B Y  THE RULES C O M M I T T E E  BY 
IN THE SENATE R E Q UEST OF THE G O V E R N O R

SENATE BI L L  NO. 140

IN T HE L E G I S L A T U R E  OF THE STATE OF ALASKA

T W E L F T H  L E G I S L A T U R E  - FIRST SESSION

A  BILL

For an Act entitled: "An Act e s t a b l i s h i n g  a fishery product r e volving loan

fund; and p r o v i d i n g  for an effective date."

BE IT E N A CTED BY THE L E G I S L A T U R E  OF T HE STATE OF ALASKA:

* S e c tion 1. AS 44.25 is amended b y  adding n e w  sections to read:

ARTICLE 3. F I S HERY P R O DUCT R E V O L V I N G  LOAN FUND.

Sec. 44.25.040. CREATION OF LOA N  FUND. T h e r e  is created in the 

Department of Revenue a fishery p r o d u c t  r e volving loan fund.

Sec. 44.25.045. F I S HERY PRODUCT LOANS. T he department m a y  p u r­

chase participations in loans mad e  to fish processors w i t h  facilities 

located in Alaska and w h i c h  are used to finance pro c e s s i n g  of f i s h e r y  

p roducts from A l a s k a n  fisheries.

Sec. 44.25.050. POWERS AND DUTIES OF THE DEPARTMENT. (a) The 

commissioner m a y

(1) designate agents and delegate powers to them as is

necessary;

(2) adopt regula t i o n s  to implement AS 44.25.040 -- 44.25.065j

(3) make and execute contracts a nd other instruments to i m­

plement AS 44.25.040 -- 44.25.065;

(4) purc h a s e  part i c i p a t i o n s  in notes and agreements secu r i n g  

loans in accordance w i t h  AS 44.2 5 . 0 4 0  —  44.25.065;

(5) require that loans in w h i c h  the fishery p r o d u c t  r e­

volving loan fund p a r ticipates be secured b y  adequate collateral;

(6) acquire real or personal p r o p e r t y  b y  purchase, transfer,

or foreclosure when that a c q u i s i t i o n  is n e c e s s a r y  to protect a not e  in

-1 " SB 140
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w h i c h  the fund has an interest.

(b) M o n e y  in the r e volving loan fund that is not being used for

p a r t i c i p a t i o n s  in fishery p r o duct loans m u s t  be invested b y  the d e p a r t­

men t  in the same m a n n e r  as prov i d e d  for the investment of general fund 

surplus u n d e r  AS 37.10.070.

(c) Earnin'a and interest income f r o m  investment and fishery p r o­

duct loan part i c i p a t i o n s  m u s t  be t r a n s f e r r e d  to the general fund. R e­

paym e n t s  of principal from investments and loan p articipations must be 

retu r n e d  to the fishery product r e v o l v i n g  loan fund.

Sec. 44.25.055. LIMITATIONS ON LOANS. L o a n  participations p u r­

chased un d e r  AS 44.25.040 —  4 4.25.065 are subject to the following 

l i m i t a t i o n s :

(1) state p a r t i c i p a t i o n  in a single loan m a y  not exceed 90

percent of the total amount of the loan;

(2) the te r m  of a loan m a y  not exceed one year;

(3) the loan mu s t  be s e c u r e d  b y  i n ventory or accounts r e­

ceiv a b l e  of the fish processor and m a y  not exceed 75 percent of the

appr a i s e d  value of the collateral taken as security;

(4) the loan must be o r i g i n a t e d  and serviced b y  either the 

A l a s k a  C o m m ercial Fishing a nd A g r i c u l t u r e  Ba n k  (AS 44.81.010) or b y  a 

state or fed e r a l l y  chartered financial institution;

(5) the s e rvicing charge o n  the loan m ay not exceed one-half 

of one p e r cent of the outstanding b a l a n c e  of the loan;

(6) the rate of interest, incl u d i n g  all service fees, on the 

u n p a i d  b a l a n c e  of one loan fund's p a r t i c i p a t i o n  in a loan shall float 

at the average rate at w h i c h  six m o n t h  U.S. T r e a s u r y  bills are awarded 

in the w e e k l y  a u c t i o n  of U.S. T r e a s u r y  bills, plus three and three- 

fourths p e r c e n t a g e  points, but m a y  n ot e x c e e d  the applicable interest 

r a t e ;

-2- SB 140



(7) loans must ‘>e m a d e  onl y  to fis h  processors w i t h  f a c i l­

ities located in Alaska.

Sec. 44.25.060. SALE OR T R A N S F E R  OF M O R T G A G E S  A N D  NOTES. The d e­

part m e n t  m a y  sell or transfer at par va l u e  or at a p r e m i u m  or discount 

to any b a n k  or other private p u r c h a s e r  for cash or other c o n s ideration 

the m o rtgages and notes helc as s e c u r i t y  for loans mad e  under AS 44.-

25.040 -- 44.25.065. T he proceeds fro m  su c h  a sale or transfer are

assets of the f i s hery product r e v o l v i n g  loan fund.

Sec. 44.25.065. DEFINITIONS. In AS 4 4 .25.040 -- 44.25.065

(1) " commissioner" means the commis s i o n e r  of revenue;

(2) "department" means the D e p a rtment of Revenue;

(3) "fish pr o c e s s o r "  means a p e r s o n  enga g i n g  in a business 

for w h i c h  a license is required u n d e r  AS 4 3 . 7 5 . 0 1 0  —  43.75.090;

(4) "fishery p r o d u c t "  means f in fish, shellfish, and fish 

byproducts, including but not limited to salmon, halibut, herring, 

flounder, crab, clam, cod, shrimp, and pollock;

(5) "fund" means the f i s h e r y  p r o d u c t  r e volving loan fund.

Sec. 2. This Act takes effect i m m e d iately in a c c ordance w i t h  AS 01.10.-
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LEGISLATIVE AFFAIRS AGENCY

PO UCH  Y  . STATE CA P lTO l 

JUN EAU. A LA SK A  99811 

907-465-3800

M E M O R A N D U M M a r c h  26, 1 9 8 1

S U B J E C T :

TO:

F R O M :

F i s h  p r o c e s s o r s  l o a n s  
(SB 140)

S e n a t o r  R i c h a r d  I. E l i a s o n

B i l l y  G. B e r r i e r  
D i r e c t o r  
D i v i s i o n  of L e g a l  S e r v i c e s

SB 1 4 0  a n d  C S S B  1 4 0  (Res) b o t h  p r o v i d e  i n  sec. 4 4 . -  
2 5 . 0 5 5 ( a ) ( 4 )  t h a t

(4) t h e  l o a n  m u s t  b e  o r i g i n a t e d  a n d  s e r v i c e d  b y  e i t h e r  
t h e  A l a s k a  C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  B a n k  
(AS 4 4 . 8 1 . 0 1 0 )  o r  b y  a s t a t e  o r  f e d e r a l l y  c h a r t e r e d  
f i n a n c i a l  i n s  i t u t i o n ;

T h e  A l a s k a  C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  B a n k  h a s  a 
r e s i d e n t  b o r r o w e r  p r o v i s i o n  in A S  4 4 . 8 1 . 2 1 0 ( a ) ( 1 )  w h i c h  

p r o v i d e s :

"Sec. 4 4 . 8 1 . 2 1 0 .  P O W E R S  O F  T H E  B A N K ,  (a) T h e  b a n k  m a y

(1) m a k e  v a r i a b l e  r a t e  or f i x e d  r a t e  l o a n s  t o  i n d i­
v i d u a l s  w h o  a r e  r e s i d e n t s  a n d  w h o  a r e  e n g a g e d  i n  
c o m m e r c i a l  a g r i c u l t u r e  or f i s h i n g ,  i n c l u d i n g  
h a r v e s t e r s ,  p r o c e s s o r s ,  s u p p l i e r s  a n d  m a r k e t e r s ,  or to 
c o r p o r a t i o n s ,  p a r t n e r s h i p s  or j o i n t  v e n t u r e s  e n g a g e d  i n  
c o m m e r c i a l  a g r i c u l t u r e  or f i s h i n g ,  t h e  m a j o r i t y  i n t e r e s t  
of w h i c h  is b e n e f i c i a l l y  o w n e d  b y  r e s i d e n t s  of the s t a t e  
a n d  a m a j o r i t y  o f  t h e  o w n e r s  o f  w h i c h  a r e  r e s i d e n t s  of 
t h e  s t a t e ,  if t h e  r e c i p i e n t  of t h e  l o a n  is a m e m b e r  of 
t h e  b a n k ;  h o w e v e r ,  t h e  b a n k  m a y  m a k e  a l o a n  u n d e r  t h i s  
p a r a g r a p h  to a c o r p o r a t i o n ,  p a r t n e r s h i p ,  or j o i n t  
v e n t u r e  f o r  t h e  p u r c h a s e  o f  a n e w  or e x i s t i n g  f i s h i n g  
v e s s e l  or f o r  t h e  r e p a i r  or r e n o v a t i o n  of a n  e x i s t i n g  
f i s h i n g  v e s s e l ,  t h e  p r i m a r y  p u r p o s e  o f  w h i c h  is to
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P a g e  2
M a r c h  26, 1 9 8 1

c o m m e r c i a l l y  h a r v e s t  f i s h e r y  r e s o u r c e s ,  o n l y  i f  t h e  
c o r p o r a t i o n ,  p a r t n e r s h i p ,  or j o i n t  v e n t u r e  is w h o l l y  
o w n e d  a n d  c o n t r o l l e d  b y  r e s i d e n t s  o f  t h e  s t a t e  a n d  i f  
t h e  r e c i p i e n t  o f  t h e  l o a n  is a m e m b e r  o f  t h e  b a n k . "

Y o u  h a v e  a s k e d  w h e t h e r  t h e s e  l i m i t a t i o n s  w i l l  a p p l y  t o  l o a n s  
m a d e  u n d e r  s e c .  4 4 . 2 5 . 0 5 5 ( a ) ( 4 ) .  I n  m y  o p i n i o n  t h e y  w o u l d  
s i n c e  t h a t  s e c t i o n  d o e s  n o t  g r a n t  a d d i t i o n a l  l o a n  p o w e r  t o  
C . F . A . B .  a n d  a p p e a r s  to c o n t e m p l a t e  l o a n s  m a d e  u n d e r  t h e  
n o r m a l  p o w e r s  o f  t h e  l e n d e r s .

I f  it w e r e  d e s i r e d  t h a t  t h o s e  l i m i t a t i o n s  n o t  a p p l y  t o  l o a n s  
m a d e  u n d e r  S B  1 4 0  I w o u l d  s u g g e s t  t h a t  a t  t h e  e n d  o f  s e c .  4 4 . -  
2 5 . 0 5 5 ( a ) ( 4 )  a s p e c i f i c  e x e m p t i o n  b e  m a d e .  S u g g e s t e d  l a n g u a g e  
f o r  t h e  e x e m p t i o n  is

. . . b u t  l o a n s  f o r  w h i c h  p a r t i c i p a t i o n  i s  p u r c h a s e d  
a r e  n o t  s u b j e c t  to t h e  r e s i d e n c y  r e q u i r e m e n t  o f  A S  4 4 . -  
8 1 . 2 1 0 ( a ) .
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S e n a t e

O f f i c e  o f  t h e Secretary Pouch V 
State Capitol 

Juneau, Alaska 99811

M E M O R A N D U M  

F e b r u a r y  10, 1981

TO: S e n a t o r s  B e n n e t t  a n d  D a n k w o r t h
C o - C h a i r m e n  

A  F i n a n c e s  C o m m i t t e e

FROM: L W W g y  M u l l i g a n
S e c r e t a r y  o f  t h e  S e n a t e
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D e a r  S e n a t o r  K e r t t u l a :

P u r s u a n t  t o  SB 140 "An A c t  r e l a t i n g  t o  f i n a n c i a l  
a s s i s t a n c e  f o r  c o m m e r c i a l  p u r c h a s e r s  o f  
s a l m o n .  . t h e  f o l l o w i n g  r e p o r t  s u m m a r i z e s
l e n d i n g  a n d  i n v e s t m e n t  a c t i v i t i e s  u n d e r t a k e n  b y  
t h e  A l a s k a  R e n e w a b l e  R e s o u r c e s  C o r p o r a t i o n  f o r  
t h e  p e r i o d  e n d i n g  D e c e m b e r  31, 1980.

I n v e s t m e n t s  an d  l o a n s  made  u n d e r  t h e  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 s s i s t a n c e  F u n d  t o t a l e d  
$12,564,425 o n  D e c em b e r  31, 1980. By t h e  e n d  o f  
J a n u a r y  1981, t h e  t e r m i n a t i o n  d a t e  o f  SB 140, 
t h e  $15 m i l l i o n  f u n d  h a d  b e e n  f u l l y  c o m m i t t e d .  
ARRC a s s i s t e d  f i s h  p u r c h a s e r s ,  p r o c e s s e d ,  t r a n s ­
p o r t e d  a n d  m a r k e t e d  o v e r  20 m i l l i o n  p o u n d s  o f  
p r o d u c t  a n d  e m p l o y e d  o v e r  1,000 s e a s o n a l  w o r k e r s .  
E a c h  i n v e s t e e  i s  mo r e  f u l l y  d e s c r i b e d  b e l o w .

ALASKA FOOD COMPANY. ($500,000 i n  e q u i t y  f o r  
47% o f  o u t s t a n d i n g  s t o c k ;  $1,000,000 i n  s u b o r d i ­
n a t e d  c o n v e r t i b l e  d e b t ;  $2,000,000 i n  s e n i o r  
d e b t  s e c u r e d  b y  p l a n t  a n d  v e s s e l )  t o t a l  i n v e s t m e n t  
$3,500,000.

o fT h e  NEFCO b a n k r u p t c y  e n a b l e d  ARRC an d  a g r o u p  
A l a s k a n  e n t r e p r e n e u r s  t o  a c q u i r e  t h e  K o d i a k  
G i b s o n  C o v e  f a c i l i t y .  T h e  c omp a n y  e m p l o y s  o v e r  
150 l o c a l  p e o p l e  a n d  p u r c h a s e s  a b r o a d  v a r i e t y  
o f  p r o d u c t  f r om  l o c a l  f i s h e r m e n .  I n  j o i n t -  
v e n t u r e  w i t h  B a l l  B r o t h e r s ,  I n c . ,  A l a s k a  Food  
t r a n s p o r t e d  B r i s t o l  B a y  s o c k e y e  t o  V a n c o u v e r ,
B .  C .  f o r  c a n n e d  p r o d u c t .  T h i s  e x p e r i m e n t a l  
p r o g r a m  was p r o f i t a b l e .

T h e  f a c i l i t y  i s  t h e  o n l y  o n e  i n  A l a s k a  k nown  t o  
b e  p l a n n i n g  a w h i t e f i s h  ( b o t t o m f i s h )  l i n e  i n  
1981. T h e  f i r m  i s  s e e k i n g  a d d i t i o n a l  c a p i t a l  
f r o m  a v a r i e t y  o f  s o u r c e s  t o  f i n a n c e  t h e  w h i t e f i s h  
e x p a n s i o n .  C o s t  o f  t h e  e x p a n s i o n  i s  b u d g e t e d  a t  
$2.5 m i l l i o n .  T h e  f i r m  h a s  i n i t i a t e d  a s u b s i d i a r y  
c om p a n y  f o r  s e a f o o d  m a r k e t i n g .



BALL BROTHERS,  I N C . ($500,000 i n  e q u i t y  f o r  40% o f  o u t s t a n d -  
i n g  s t o c k ;  $3,000,000 i n  s e n i o r  d e b t  s e c u r e d  b y  r e a l  
p r o p e r t y  a n d  e q u i p m e n t ;  $840,873 i n  s h o r t - t e r m  r e v o l v i n g  
p a c k  f i n a n c i n g )  t o t a l  i n v e s t m e n t :  $4,340,873.

B a l l  B r o t h e r s ,  I n c . ,  b u y s ,  p r o c e s s e s  f i s h  i n  D i l l i n g h a m ,  
a n d  t r a n s p o r t s  f i n i s h e d  and  r o u  d  f i s h  p r o d u c t  t o  A n c h o r a g e  
a n d  K e n a i  p r o c e s s o r s  f o r  c u s t o m  p r o c e s s i n g  a n d / o r  d i r e c t  
s a l e .  T h e  c omp a n y  was  i n  s e r i o u s  f i n a n c i a l  t r o u b l e  a nd  
w o u l d  n o t  h a v e  b e e n  o p e r a t i o n a l  f o r  t h e  1980 s e a s o n  w i t h o u t  
ARRC a s s i s t a n c e .  T h e  c ompany  m o v e d  n e a r l y  4 m i l l i o n  
p o u n d s  o f  p r o d u c t  a n d  e m p l o y e d  o v e r  125 s e a s o n a l  w o r k e r s .  
P r o d u c t  i n v e n t o r y  i s  c u r r e n t l y  b e i n g  l i q u i d a t e d .  T h e  
c om p a n y  r e q u i r e s  s u b s t a n t i a l  m a n a g e r i a l  i m p r o v e m e n t  b u t  
s h o u l d  b r e a k  e v e n  t h i s  y e a r .  C o n t i n u e d  d e p e n d e n c e  u p o n  
ARRC i s  p r o b a b l e .  No p a y  down  o n  t e r m  i n d e b t e d n e s s  i s  
e x p e c t e d  t h i s  y e a r .  T h e  r e p a y m e n t  s c h e d u l e  o n  t e r m  i n d e b t e d ­
n e s s  h a s  b e e n  r e s c h e d u l e d .

SALAMATOF SEAFOOD,  I N C . ($2,034,109 d e b t  s e c u r e d  b y  
s e c o n d  d e e d  o f  t r u s t  on K e n a i  m a i n  p l a n t ;  $316,111 i n  
e q u i t y )  t o t a l  i n v e s t m e n t :  $2 ,350,220 .

S a l a m a t o f  i s  ? m a j o r  f r e s h / f r o z e n  p r o d u c t  p r o c e s s o r  l o c a t e d  
o n  t h e  K e n a i  R i v e r .  T h e  K e n a i  p l a n t  i s  n ew ,  w e l l  l a i d  
o u t ,  a n d  c o n s t i t u t e s  17% o f  K e n a i  P e n i n s u l a  f r e e z i n g  
c a p a c i t y .  T h e  compa n y  p r o c e s s e d  s e v e r a l  m i l l i o n  p o u n d s  o f  
p r o d u c t  d u r i n g  t h e  1980 s e a s o n  b u t  l o s t  c o n t r o l  o f  i n -  
p l a n t  a n d  f i e l d  c o s t s .  At  t h e  c l o s e  o f  t h e  s e a s o n ,  t h e  
c om p a n y  h a d  t r a d e  p a y a b l e s  o f  o v e r  $1,200,000,  owed  f u n d s  
t o  o v e r  200 f i s h e r m e n ,  a n d  was  i n  d e f a u l t  o n  a n um b e r  o f  
p r o v i s i o n s  i n  ARRC ' s  i n v e s t m e n t  a g r e e m e n t .

I n  S e p t e m b e r ,  ARRC d i s p a t c h e d  a n  a u d i t  t e am  t o  t h e  c omp an y .  
U p o n  r e c e i v i n g  a u d i t  f i g u r e s  c o n f i r m i n g  t h e  p o o r  f i n a n c i a l  
s t a t u s  o f  t h e  c ompa n y  ARRC c a l l e d  t h e  W a t e r e r  L o a n ,  
t a k i n g  W a t e r e r ' s  15 s h a r e s  (42% o w n e r s h i p )  i n  t h e  c ompany  
a n d  a c c e p t e d  W a t e r e r ' s  r e s i g n a t i o n  as  P r e s i d e n t  a n d  D i r e c t o r  
o n  N o v em b e r  13, 1980. I n  D e c e m b e r ,  ARRC a l s o  a c q u i r e d  t h e  
s t o c k  h e l d  b y  an O h i o  i n v e s t o r .  ARRC now owns 100% o f  t h e  
c o m p a n y .

A p e t i t i o n  f o r  b a n k r u p t c y  u n d e r  C h a p t e r  11 ( r e o r g a n i z a t i o n )  
h a s  b e e n  f i l e d .  ARRC p l a n s  t o  o p e r a t e  t h e  f a c i l i t y  d u r i n g  
t h e  .1981 s e a s o n  a n d  t o  s u b m i t  a r e o r g a n i z a t i o n  p l a n  t o  t h e  
c o u r t  i n  t h e  f a l l .  An e x p e r i e n c e d  m a n a g e r  h a s  b e e n  h i r e d  
a n d  n e g o t i a t i o n s  a r e  now u n d e r w a y  w i t h * c u s t o m e r s  f o r  
c u s t o m  p r o c e s s i n g .

T h e  H o n o r a b l e  J a l m a r  M. K e r t t u l a
P a g e  T w o



T h e  H o n o r a b l e  J a l m a r  M. K e r t t u l a
P a g e  T h r e e

I C l C L E  SEAFOODS . ($1,950,000 s h o r t - t e r m  p a c k  l o a n  s e c u r e d
b y  i n v e n t o r y )  t o t a l  i n v e s t m e n t :  $1,950,000.

When  f i n a l  a u d i t  f i g u r e s  foi* t h e  y e a r  e n d i n g  M a r c h ,  1980, 
r e v e a l e d  a l o s s  o f  o v e r  $2,500,000 o n  1979 o p e r a t i o n s ,  
s e v e r a l  b a n k s  w h i c h  h a d  p r o v i d e d  s h o r t - t e r m  c r e d i t  t o  
I c i c l e  t h r e a t e n e d  t o  w i t h d r a w  f u n d s  t o  c o n t i n u e  w i t h  i t s  
1980 s a l m o n  s e a s o n .  ARRC ' s  l o a n  e n a b l e d  R a i n i e r ,  t h e  l e a d  
b a n k ,  t o  r e s t r u c t u r e  t h e  g r o u p  o f  b a n k s  i n v o l v e d  i n  t h e  
c r e d i t ,  t h u s  r e d u c i n g  t h e  r i s k  o f  b a n k  i n i t i a t e d  f o r e c l o s u r e  
p r o c e e d i n g s  a s  h a d  o c c u r r e d  a t  NEFCO .  T h e  i n i t i a l  p a r t i c i ­
p a t i o n  b y  ARRC w a s  a t  $3 m i l l i o n .  T h e  amoun t  s h ow n  a b o v e  
r e f l e c t s  p a y  d own  o n  t h e  1980 p a c k  l i n e .

On J a n u a r y  28, 1981, ARRC c o m m i t t e d  t o  a $5 m i l l i o n  i n v e s t ­
m e n t  i n  I c i c l e .  S u b s e q u e n t l y  SOH IO  h a s  a g r e e d  t o  j o i n  
ARRC w i t h  a n  i n v e s t m e n t  o f  $1.5 m i l l i o n .  T h e s e  f u n d s ,  
c o u p l e d  w i t h  n ow  t e r m  d e b t ,  w i l l  e n a b l e  t h e  f i r m  t o  p r o p e r l y  
f i n a n c e  t h e  d r a m a t i c  g r o w t h  w h i c h  i t  h a s  e n j o y e d  o v e r  t h e  
p a s t  f i v e  y e a r s .  ARRC e v a l u a t e d  t h e  c ompan y  c a r e f u l l y  
o v e r  a t h r e e  m o n t h  p e r i o d  a n d  c o n c l u d e d  t h a t  t h e  f i r m ' s  
m a n a g em e n t  a n d  p r o d u c t  m a r k e t s  a r e  b a s i c a l l y  s o u n d .  R a p i d  
g r o w t h ,  c o s t  o v e r r u n s  o n  r e c e n t  c a p i t a l  c o n s t r u c t i o n  
p r o j e c t s ,  a n d  f a i l u r e  t o  p r o p e r l y  c a p i t a l i z e  t h e  f i r m ' s  
g r o w t h ,  l e d  t o  t h e  c l e a r  n e e d  f o r  t h e  v e n t u r e  c a p i t a l  
i n j  e c t  i  o n .

O f  ARRC ' s  $5 m i l l i o n  c o m m i t m e n t ,  $3.5 m i l l i o n  w i l l  c ome 
f r o m  t h e  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 s s i s t a n c e  F u n d ,  a n d  
$1.5 m i l l i o n  f r o m  ARRC ' s  r e g u l a r  FY 81 c a p i t a l  a p p r o p r i a t i o n  
T h e  c om p a n y  w i l l  b e  r e q u i r e d  t o  u n d e r t a k e  s p e c i f i c  p r o g r a m s  
d e s i g n e d  t o  s t r e n g t h e n  i t .  When  t h e  i n v e s t m e n t  i s  c o n c l u d e d  
ARRC w i l l  own a s u b s t a n t i a l  e q u i t y  i n  I c i c l e  b e l o w  i t s  49% 
l i m i t a t i o n .  T h e r e  w i l l  b e  p r o v i s i o n s  f o r  e q u i t y  r e p u r c h a s e  
b y  I c i c l e ,  i t s  e m p l o y e e s  a n d  f i s h e r m e n .

MART IN CLARK d / b / a  CLARK CONSTRUCT ION . ($373,332 d e b t  
s e c u r e d  b y  e q u i p m e n t )  t o t a l  i n v e s t m e n t :  $410,000.

A s m a l l e r  b u y e r  a n d  t r a n s h i p p e r  o f  h i g h  q u a l i t y  s a l m o n  
l o c a t e d  i n  D i l l i n g h a m ,  C l a r k  mo v e d  a p p r o x i m a t e l y  o n e  
m i l l i o n  p o u n d s  o f  p r o d u c t  t h i s  y e a r .  ARRC' s  l o a n  e n a b l e d  
C l a r k  t o  a c q u i r e  a n d  i n s t a l l  i c e  p r o d u c i n g  m a c h i n e r y  
v i t a l l y  n e e d e d  t o  i m p r o v e  p r o d u c t  q u a l i t y  i n  B r i s t o l  B a y .  
C l a r k  s e l l s  i c e  t o  o t h e r  p r o c e s s o r s  as w e l l  as e n g a g i n g  i n  
f i s h  b u y i n g  a n d  s h i p p i n g .  C l a r k  i s  i n  f i n a n c i a l  d i f f i c u l t y .  
ARRC i s  p r o v i d i n g  t e c h n i c a l  a s s i s t a n c e .

AMERICAN E AGL E . ($50,000 w o r k i n g  c a p i t a l  l o a n  s e c u r e d  b y  
p e r s o n a l  g u a r a n t e e s )  t o t a l  i n v e s t m e n t :  $200,000.



T h e  H o n o r a b l e  J a l m a r  M. K e r t t u l a
P a g e  F o u r

F o u r  e n t r e p r e n e u r / f i s h e r m e n  a c q u i r e d  a WWI I  v e r . s e l  a n d  
h a v e  c o n v e r t e d  i t  t o  a f l o a t i n g  p r o c e s s o r .  ARRC made  a 
w o r k i n g  c a p i t a l  l o a n  o f  $150,000 a n d  f o l l o w e d  up  w i t h  an  
a d d i t i o n a l  $50,000 o u t  o f  t h e  s p e c i a l  f u n d  a f t e r  t h e  
s e a s o n  h a d  b e g u n .  I n  a d d i t i o n  t o  t h e  n o r m a l  d i f f i c u l t i e s  
o f  a s t a r t - u p  o p e r a t i o n  t h e  b u s i n e s s  h a s  s u f f e r e d  f r o m  
c o n f l i c t  b e t w e e n  t h e  o w n e r s  as w e l l  as  m e c h a n i c a l  p r o b l e m s .  
O p e r a t i o n s  f o r  s a l m o n  w e r e  c o n d u c t e d  i n  t h e  F a l s e  P a s s  
a r e a .

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

T o  some e x t e n t ,  a l l  o f  t h e s e  c o m p a n i e s ,  w h i c h  a r e  A l a s k a  
own e d  a n d  c o n t r o l l e d ,  w i l l  a l l  r e q u i r e  a p a c k  l i n e  o f  
c r e d i t  f o r  t h e  1981 s e a s o n .  I c i c l e  a l o n e ,  f o r  i n s t a n c e ,  
may  n e e d  a r o u n d  $35 m i l l i o n .  F o r  t h i s  r e a s o n ,  ARRC a n d  
t h e  c o m p a n i e s  i n  w h i c h  i t  h a s  i n v e s t e d  a r e  w a t c h i n g  SB 140 
( p a c k  f i n a n c i n g )  w i t h  s p e c i a l  i n t e r e s t .  T h e y  h o p e  t h a t  as 
A l a s k a n  c o m p a n i e s ,  t h e i r  c r e d i t  r e q u i r e m e n t s  w i l l  r e c e i v e  
p r i o r i t y  o v e r  t h e i r  n o n - A l a s k a n  c o m p e t i t o r s .

S i n c e r e l y ,

C h a i  rm an
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F e b r u a r y  3, 1 9 8 1

T h e  H o n o r a b l e  Jalraar K e r t t u l a  

P r e s i d e n t  o f  t h e  S e n a t 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 K  9 9 8 1 1  

D e a r  M r .  P r e s i d e n t :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  Ill, s e c .  18, o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  w h i c h  w o u l d  
e s t a b l i s h  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  i n  t h e  
D e p a r t m e n t  o f  R e v e n u e .  T h i s  b i l l  i s  d e s i g n e d  t o  p r o v i d e  

s h o r t - t e r m  f i n a n c i n g  t o  f i s h  p r o c e s s o r s  w i t h  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 .  T h e  D e p a r t m e n t  o f  R e v e n u e  w o u l d  b e  
a u t h o r i z e d  u n d e r  t h e  b i l l  t o  p u r c h a s e  p a r t i c i p a t i o n  
i n t e r e s t s  i n  l o a n s  m a d e  b y  b a n k s  t o  f i s h  p r o c e s s o r s .  
T h e s e  l o a n s  w o u l d  p r o v i d e  n e e d e d  f u n d s  t o  f i s h  p r o c e s s o r s  
t o  c o v e r  o p e r a t i n g  c o s t s  b e f o r e  t h e  f i s h e r y  p r o d u c t s  a r e  

s o l d .

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

f u n d .

S i n c e r e l y ,

J a y  S. H a m m o n d  
G o v e r n o r



FISCAL NOTEI. REQUESTBill/R^olution No------------------------------------------------------------------- -----------Title An Act establishin g a f is h  pack revolving loan fund." ______Requested by_______________________________________________________________________ Date,

f . 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

II. FISCAL DETAILAgency Affected Department of Revenue_____________________________________________________________Program Category Affected Revenue C ollectio n  and Management_________________________________BRU* Program, or Subprogram(s) Affected Treasury Management____________________________________(Note: If more than one budget component is affected, separate line-item amounts and funding for each component in the analysis section.)EXPENDITURES (Thousands of Dollars)
F Y  81 F Y  82 F Y  83 F Y  84 F Y  8 5 , F Y  'J 6i10Q PERSONAL SERVICES 13.1 52.2 57.4 63.2 69.5 76.4?,00 TRAVEL 3.0 12.0 13.2 14.5 16.0 17.6

300 CONTRACTUAL 2.0 2.0 2.2 2.4 2.7 • 2.9
400 COMMODITIES .2 .3 .3 .4 .4 .5f>00 EOUIPMENT 2.0600 LAND & STRUCTURES700 GRANTS. CLAIMS. ETC.TOTAL 20.3 66.5 73.1 80.5 88.6 97.4

FUNDING (Thousands of Dollars)GENERAL FUND 20.3 66.5 73.1 80.5 88.6 97.4FEDERAL FUNDSOTHER (Specify Fund Source)
POSITIONSFULL TIME 1 1 1 1 1PART TIMETEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)Above includes salary and ben efits for State Investment O ffice r I I .  Travel cost due to nature of fish in g  business and review requirements for loans. Contractual expenditures for advertising for regulations, e tc . Equipment fo r State Investment O ffic e r .Costs shown in FY 81 are fo r a three month period assuming the b i l l  would pass by March 31. I f  not e ffe c tiv e  u n til new f is c a l  year, equipment costs should be moved to FY 82.Above is  predicated on use of Alaska fin a n cia l in stitu tio n s as se lle r-se rv ice r .
IV DATE January 26.- 1981 PREPARED BY Anselm C. Staack, Treasury ComptrollerAGENCY Dept, of R e v e nue/Treasury Division_____________Original: Legislative Finance PHONE 465-2351________________________cc: Budget and ManagementPrime Sponsor (First Legislator Named)
33-001 (Rev. 1 2 / 8 0



POSIT ION T IT L E
State Investment Officer II

RANGE/STEP
22A

BARG . UN IT . 
X

LOCAT ION
Juneau

11

14

17
18
19
20

TYPE O p POS IT ION 
PFT

STAFF M QNTHS , 

12 ..

RP No.

TYPE OF EXPEND ITURE
1

PERSONAL SERV ICES : _ 
SALARY  3 ,4 9 4  X  12
BENEF ITS  4 1 ,9 2 8  X  .1 5 3 3
F ICA SBP
HEALTH lN S .M o . F i x .  12 x150

4 1 ,9 2 8
6j_428
2 ,0 0 4
1 ,8 0 0

TOTAL PERSONAL SERV ICES 01
TRA VEL 02

10 CONTRACTUAL 03
COM M OD IT IES 04

12 EQU IPMENT 05
13 OTHER

T OTAL COST

PCN No. PR IO R ITY FORM  12 PAGE/LINE

AMOUNT

5 2 ,1 6 0
12,000
2,000

300
2.000

15
16

CODE FUND ING  SOURCE

FED  RCPTS. 1002
GF MATCH . 1003
GEN . FUND  1004
■bA-acm, .1005
PGM RCPTS 1028
OTHER

6 8 .4 6 0

JUST IF ICAT ION :

Nec e s s a r y  to implement and m o n i t o r  n e w  Fish Pac k  

R ev o l v i n g  L o a n  Fund.

Investment Officer wi l l  r e v i e w  and screen loan 

applications. Anal y z e s  overall value and security 

and approves loan for purchase/participation.

Confer w i t h  affected agencies and institutions 

to m a i n t a i n  smooth revolving loan program. Works 

w i t h  A l a s k a  financial institutions for participations.

A G E N C Y  Department of Revenue P R O G R A M  Revenue C o l l ection and M a n a gement

i O  R E Q U E S T  F O R  N E W  

C ^  P O S I T I O N .

BRU

C O M P O N E N T .

T reasury M a n a g e m e n t

F Y  82
i , iPage_______ of______

R E V IS E D  1/26/81  
D A T E  ----------



V

SENATOR
BOB MULCAHY

REPRESENTING 
THE ALEUTIAN CHAIN , 

KODIAK ISLAND 
AND THE PRJBILOF ISLANDS

.. . ... , ■

-

HOME ADDRESS 
P.O . BOX 246 

KODIA K. ALASKA 08613 
<8071 .486-3561

DURING SESSION 
P O U C H  V  

J U N EA U , ALASKA 8 8 B II

M a r c h  16, 1981

TO: S e n a t o r s  D o n  B e n n e t t  a n d  Ed D a n k w o r t h ,  C o - C h a i r m e n

S e n a t e  F i n a n c e  C o m m i t t e e

F R OM: S e n a t o r  B o b  M u l c a h y

S U B J : C S S B  1 4 0  a n d  SB 141

E n c l o s e d  is t h e  b a c k - u p  m a t e r i a l  f o r  t h e  a b o v e  

b i l l s .



P R O P O S E D  A M E N D M E N T S  T O  C S S B  1 4 0  T H A T  

W E R E  N O T  A D O P T E D

P r o p o s e d  a m e n d m e n t  to C S S B  140.

P a g e  2, l i n e  15.

T h e  m a x i m u m  t e r m  o f  a c o m m i t m e n t  t o  l o a n  m a y  n o t  e x c e e d  

18 m o n t h s .  T h e  r e n e w a l  o f  a c o m m i t m e n t  t o  l o a n  is a t  t h e  

d i s c r e t i o n  o f  t h e  C o m m i s s i o n e r  o f  R e v e n u e .

P r o p o s e d  a m e n d m e n t  by C o m m i s s i o n e r  W i l l i a m s .

P a g e  2, l i n e  15.

d e l e t e  t h e  e n t i r e  l i n e  a n d  r e p l a c e  it w i t h  t h e  f o l l o w i n g :

(2) i f  t h e  f u n d  is a p a r t i c i p a n t  in a l o a n  t o  a f i s h  
p r o c e s s o r  t h a t  has n o t  b e e n ,  or a p p e a r s  u n l i k e l y  to b e ,  

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

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

to t h a t  p r o c e s s o r  u n l e s s  t h e r e  is in e f f e c t  a r e a s o n a b l e  

a n d  r e a l i s t i c  a g r e e m e n t ,  a c c e p t a b l e  to all p a r t i c i p a n t s  

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

P r o p o s e d  a m e n d m e n t  by t h e  g o v e r n o r .

P a g e . 2 , 1 i n e s  . 1 5 - 1 8

d e l e t e  t h e  f o l l o w i n g  l i n e s :

(2) t h e  t e r m  o f  a l o a n  m a y  n o t  e x c e e d  o n e  y e a r ;

(3) t h e  l o a n  m u s t  be s e c u r e d  by i n v e n t o r y  o r  a c c o u n t s  

r e c e i v a b l e  o f  t h e  f i s h  p r o c e s s o r  a n d  m a y  m 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  of t h e  c o l l a t e r a l  t a k e n  
as s e c u r i t y ;



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

I N  T H E  S E N A T E B Y  T H E  R E S O U R C E S  C O M M I T T E E

C S  F O R  S E N A T E  B I L L  N O .  1 4 0  ( R e s o u r c e s )  .

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  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 .”

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. A S  4 4 . 2 5  i s  a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  t o  r e a d :

S e c .  4 4 . 2 5 . 0 4 0 .  E S T A B L I S H M E N T  O F  L O A N  F U N D .  T h e  f i s h e r y  p r o d u c t
i

r e v o l v i n g  l o a n  f u n d  is e s t a b l i s h e d  i n  t h e  D e p a r t m e n t  o f  R e v e n u e .

S e c .  4 4 . 2 5 . 0 4 5 .  F I S H E R Y  P R O D U C T  L O A N S .  T h e  d e p a r t m e n t  m a y  p u r ­

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

l o c a t e d  in_ 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 > t h o s e  p r o c e s s o r s *  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 d u c t s  f r o m  A l a s k a  f i s h -

S e c .  4 4 . 2 5 . 0 5 0 .  P O W E R S  A N D  D U T I E S  O F  TIu. D E P A R T M E N T .  (a) T h e  

c o m m i s s i o n e r  m a y

. >  V  (1) d e s i g n a t e  a g e n t s  a n d  d e l e g a t e  p o w e r s  to t h e m  a s  i s  

n e c e s s a r y i  , '•

■ (2) a d o p t  r e g u l a t i o n s  to  i m p l e m e n t  A S  4 4 . 2 5 . 0 4 0  - 4 4 . 2 5 . 0 6 5 :

(3) m a k e  a n d  e x e c u t e  c o n t r a c t s  a n d  o t h e r  i n s t r u m e n t s  £ o  i m ­

p l e m e n t  A S  4 4 . 2 5 . 0 4 0  -  4 4 . 2 5 . 0 6 5 i  '

(4) p u r c h a s e  p a r t i c i p a t i o n s  i n  n o t e s  a n d  a g r e e m e n t s  s e c u r i n g  

l o a n s  i n  a c c o r d a n c e  w i t h  A S  4 4 . 2 5 . 0 4 0  - 4 4 . 2 5 . 0 6 5 j

(5) r e q u i r e  t h a t  l o a n s  i n  w h i c h  t h e  f u n d  p a r t i c i p a t e s  b o

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

(6) a c q u i r e  r e a l  o r  p e r s o n a l  p r o p e r t y  b y  p u r c h a s o ,  t r a n s f e r ,

A R T I C L E  3, 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

C S S B  1 4 0 (Re s )
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o r  f o r e c l o s u r e  w h e n  t h a t  a c q u i s i t i o n  is  n e c e s s a r y  t o  p r o t e c t  a  n o t e  in 

w h i c h  t h e  f u n d  h a s  a n  I n t e r e s t .

(b) M o n e y  i n  t h e  fi, n a  t h a t  Is n o t  b e i n g  u s e d  f o r  p a r t i c i p a t i o n s  

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

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

A S  3 7 . 1 0 . 0 7 0 .

• (c)- E a r n i n g s  a n u  I n t e r e s t  i n c o m e  f r o m  I n v e s t m e n t  a n d  f i s h e r y  p r o ­

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

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

r e t u r n e d  t o  t h e  f u n d .

S e c .  4 4 . 2 5 . C 3 5 .  L I M I T A T I O N S  O N  L O A N S .  (a) L o a n  p a r t i c i p a t i o n s  

p u r c h a s e d  u n d e r  A S  4 4 . 2 5 . 0 4 0  - 4 4 . 2 5 . 0 6 5  a r e  s u b j e c t  t o  t h e  f o l l o w i n g
9 .

l i m i t a t i o n s :

(1) s t a t e  p a r t i c i p a t i o n  i n  a  s i n g l e  l o a n  m a y  n o t  e x c e e d  9 0  

p e r c e n t  o f  t h e  t o t a l  a m o u n t  o f  t h e  l o a n ;

(2) t h e  t e r m  o f  a  l o a n  m a y  n o t  e x c e e d  o n e  y e a r ;

(3) t h e  l o a n  m i s t  b e  s e c u r e d  b y  i n v e n t o r y  o r  a c c o u n t s  r e ­

c e i v a b l e  o f  t h e  f i s h  p r o c e s s o r  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 ;

. . ' (4) t h e  l o a n  roust b e  o r i g i n a t e d  a n d  s e r v i c e d  b y  e i t h e r  t h e

A l a s k a  C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  B a n k  (AS 4 4 . 8 1 . 0 1 0 )  o r  b y  a  

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

(5) t h e  s e r v i c i n g  c h a r g e  o n  t h e  l o a n  m a y  n o t  e x c e e d  o n e - )  a l f

o f  o n e  p e r c e n t  o f  t h e  o u t s t a n d i n g  b a l a n c e  o f  t h e  l o a n ;
• i  .

(6) t h e  r a t e  o f  i n t e r e s t ,  I n c l u d i n g  a l l  s e r v i c e  f e e s ,  o n  t h e  

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

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

i n  t h e  w e e k l y  a u c t i o n  o f  U . S .  T r e a s u r y  b i l l s ,  p l u s  t h r e e  a n d  t h r e e -  

f o u r t h s  p e r c e n t a g e  p o i n t s ,  b u t  m a y  n o t  e x c e e d  t h e  a p p l i c a b l e  i n t e r e s t
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(7) l o a n s  m u s t  b e  m a d e  o n l y  t o  f i s h  p r o c e s s o r s  w i t h  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 *

(8) l o a n s  m a y  n o t  b e  m a d e  t o  f i s h  p r o c e s s o r s  which, a r e  8 0  

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

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

l o a n s  m a d e  t o  f i s h  p r o c e s s o r s  w h i c h  a r e  5 0  p e r c e n t  o r  m o r e  o w n e d  o r

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

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

p a r t i c i p a t i o n  i n  l o a n s  m a d e  to f i s h  p r o c e s s o r s  w h i c h  a r e  l e s s  t h a n  50' 

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

(c) F o r  t h e  p u r p o s e s  o f  t h i s  s e c t i o n

(1) " a l i e n "  m e a n s

(A) a n  i n d i v i d u a l  w h o  is  n o t  a  c i t i z e n  o r  n a t i o n a l  o f

the. U n i t e d  S t a t e s ,  o r  w h o  is n o t  l a w f u l l y  a d m i t t e d  t o  t h e  U n i t e d

S t a t e s  f o r  p e r m a n e n t  r e s i d e n c e ,  o r  p a r o l e d  i n t o  t h e  U n i t e d  S t a t e s
«

u n d e r  t h e  I m m i g r a t i o n  a n d  R a t i o n a l i t y  A c t  C 8  U . S . C .  s e e s .  1 1 0 1  - 

1 5 0 3 ) ,  a s  a m e n d e d *  • ^ '

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

' c r e a t e d  o r  o r g a n i z e d  u n d e r  t h e  l a w s  o f  t h e  U n i t e d’ S t a t e s  o r  o f  a  

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

s t a t e *  o r
t

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

o r  o r g a n i z e d  under, t h e  l a w s  o f  t h e  U n i t e d  S t a t e s  o r  o f  a  s t a t e ,  o r  

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

is c o n t r o l l e d  b y  a  p e r s o n  d e s c r i b e d  i n  (A) o r  (B) o f  t h i s  p a r a -
. . i  0

g r a p h *

(2) M c o n t r o l H m e a n s  t h a t  a  r e l a t i o n s h i p  e x i s t s  b e t w e e n  a  

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

r a t e *  •
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(A) o w n i n g  d i r e c t l y  o r  i n d i r e c t l y ,  o r  h a v i n g  t h e  p o w e r

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

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

(B) i n f l u e n c i n g  o r  a f f e c t i n g  i n  a n y  s u b s t a n t i v e  m a n n e r
\
t h e  e l e c t i o n  o f  a  m a j o r i t y  o f  t h e  d i r e c t o r s  o r  t r u s t e e s  o f  a  f i s h

p r o c e s s o r  o r g a n i z e d  a s  a  c o r p o r a t i o n *
% , #

(3) " p e r s o n” m e a n s  a n  i n d i v i d u a l ,  a  c o r p o r a t i o n ,  a  p a r t n e r ­

s h i p ,  a n  a s s o c i a t i o n ,  a  j o i n t - s t o c k  c o m p a n y ,  a n  e s t a t e ,  a  t r u s t  w h e r e  

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

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

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

S e c .  4 4 . 2 5 . 0 6 0 .  S A L E  O R  T R A N S F E R  O F  M O R T G A G E S  A N D  N O T E S .  T h e  d e ­

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

t o  a n y  b a n k  o r  o t h e r  p r i v a t e  p u r c h a s e r  f o r  c a s h  o r  o t h e r  c o n s i d e r a t i o n
1

t h e  m o r t g a g e s  a n d  n o t e s  h e l d  as s e c u r i t y  f o r  l o a n s  m a d e  u n d e r  A S  4 4 . -  

.25.040 -  4 4 . 2 5 . 0 6 5 .  T h e  p r o c e e d s .f r o m  t h e  s a l e  o r  t r a n s f e r  a r e  a s s e t s  . 

o f  t h e  f u n d .

- S e c .  4 4 . 2 5 . 0 6 5 .  D E F I N I T I O N S .  I n  A S  4 4 . 2 5 . 0 4 0  -  4 4 . 2 5 . 0 6 5

(1) ^ c o m m i s s i o n e r "  m e a n s  t h e  c o m m i s s i o n e r  o f  r e v e n u e ;

(2) " d e p a r t m e n t” m e a n s  t h e  D e p a r t m e n t  o f  R e v e n u e ;

(3) " f i s h  p r o c e s s o r "  m e a n s  a p e r s o n  e n g a g i n g  i n  a  b u s i n e s s  

f o r  w h i c h  a  l i c e n s e  i s  r e q u i r e d  u n d e r  A S  4 3 . 7 5 . 0 1 0  -  4 3 . 7 5 . 0 9 0 ;

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

l a w s  o f  t h e  U n i t e d  S t a t e s  as d e f i n e d  in 4 6  U . S . C .  8 0 1 ,  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 ; 1
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(5) " f i s h e r y  p r o d u c t "  m e a n s  f i n  f i s h ,  s h e l l f i s h ,  a n d  f i s h  

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

f l o u n d e r ,  c r a b ,  c l a n ,  c o d ,  s h r i m p ,  a n d  p o l l o c k *

(6) " f u n d” m e a n s  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 .

*  S e c .  2. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  0 1 . 1 0 .

070(c) .
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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, 1981

TO: 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 :  Sena'te R e s o u r c e s  S u b c o m m i t t e e  on F i s h e r i e s

S U B J :  S B  141 " 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  to 

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  as a w h o l e  w i t h  t h e  f o l l o w i n g  rec- 
o m m e n d a t i  o n s .

M e m b e r s

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

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

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

R e c o m m e n d a t i o n
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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, 1981

TO: 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

FROM: 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  on F i s h e r i e s

S U B J :  SB  140 " A n  A c t  c r e a t 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 "

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 l a c e d  S B  1 4 0  
w i t h  C S S B  1 4 0  and r e p o r t s  C S S B  1 4 0  ba c k  t o  the c o m m i t t e e  
as 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

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

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

R e c o m m e n d a t i o n

( 7 ^

S e n a t o r  G i l m a n _
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M a r c h  4, 1 9 8 1

S U B J E C T :

T O :

T H R O U G H :

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  140)

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

B e r n i e  M. T u g g l e  :6~j 
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  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  c 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  or 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  and 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  IV, s e c t i o n  2 
s a y s  t h a t :

T h e  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  
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 .

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 t 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  are 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 n c .  v.
S t a t e . 532. P. 2d 7 0 0  ( A l a s k a  1975)"! T h e r e f o r e ,  o n l 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  
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 .

T h e  p u r p o s e  of t h e  c l a u s e  is:

T o  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  s a m 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  a s  t h e  
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 e n a t o r  B o b  M u l c a h y

P a g e  2
M a r c h  4, 1 9 8 1

P a u l  v. V i r g i n i a , 19 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 .  W 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  of  

o t h e r  s t a t e s  w h e r e  t h e r e  is 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  is 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 o o m e r  v.
W i t s e l l , 92  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  
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 ,  as 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 . ,  at 1 4 7 3 .  T h e r e f o r e ,  the 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  is 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  to " o w n "  ( t h e  f u n d s  for w h i c h  t h e  f 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  is 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 m 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  of 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.Ed-.2d 397, 4 0 6  ( 1 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 .  I 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  th 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 o 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  evil-" if 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  to t h e  s t a t e  t o  g e t  t h e  l o a n s ,  
etc.

S e c o n d ,  is 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  is 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 o 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  is c o n s t i t u t i o n a l l y  
v a l i d  as a p p l i e d  to 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  is 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 .

"While 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  applie*, 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 . 2d 
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  or 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  to i n d i v i d u a l s  a n d  to 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 :

TO:

F R O M :

A t t a c h e d  is 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 L  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  it.

J A G : l j b

A t t a c h m e n t

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  or  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  140.

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
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S U B J E C T :

TO:

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  140.

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  # 7  
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  80 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  are 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  is a n  u n e q u i v o c a l  " y e s ' 1. 
G r o s j e a n  v. A m e r i c a n  P r e s s  C o . , 80 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  of e q u a l  p r o t e c t i o n  as 
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  on 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 ,  are 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 , 29 L . E d . 2d 5 3 4  ( 1 9 71).  H o w e v e r  i t  is 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  to n o n - r e s i d e n t  a l i e n s  as 
w e l l  as r e s i d e n t  a l i e n s .  W 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 , 60 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 m m ' n , 9 2  L . E d .  1 4 7 8  ( 1 9 4 8 ) ;
G r a h a m  v. 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 . 2d
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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 . 2d  9 1 0  ( 1 9 7 3 ) =
H a m p t o n  v. M o w  S u n  W o n g, 5 $  L . E d .  4 9 5  ( 1 9 7 6 ) ;  Zxaitiining 
B o a r d  v .  O t e r o ~  49 L . E d . 2d  6 3  ( 1 9 7 7 ) ;  N y q u i s t  v. M a u c l e t ,
5 3  L . E d . 2 d  63 ( 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  is 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 e 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 , 489 F . S u p p .  6 5 8  (D. Me. 1 9 8 0 )  w i t h  
U 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  (D. 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 . 2d 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 c e n t  a l i e n s  a r e  
n o t  as 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 ,  the 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  in t h e  b o u n t y  t 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 . '.'Emphasis 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  v* 11 p r o v e  i m p o r t a n t  as 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  piroposal 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  the c h a r a c t e r i z a t i o n  o f  t h e  
b e n e f i t  s o u g h t .  H e r e ,  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  loan. 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  is 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  the 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 . 2d  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  of 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  to n i e n a g e  c l a s s i ­
f i c a t i o n s  in m a t t e r s  i n v o l v i n g  the 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  its 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  of o u r  h o l d i n g s  t o  d a t e  is t h a t  a l t h o u g h  w e  
e x t e n d  to  a l i e n s  t h e  r i g h t  tc e d u c a t i o n  a n d  p u b l i c  w e i -
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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 ,  

it p r o b a b l y  w o u l d  b e  strx;ck d o w n .  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  m 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 .

B M T r 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  

B e r 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

T h i s  is i n  r e s p o n s e  to the q u e s t i o n s  t h a t  c a m e  up 
d u r i n g  m y  t e s t i m o n y  on 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 ,  not w o r k i n g  c a p i t a l . It is 
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  that t h e s e  l o a n s  w o u l d  be 

m a d e  to 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  with w o r k i n g  c a p i t a l  l o a n s .  As a n  a r t i f a c t  of 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 ,  ny d r a f t  r e f e r e n c e s  to “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  the 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 .  To  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  bill a s  i n t r o d u c e d :

p. 1 ,  l i n e s  1 5 - 1 6 :  ' l o c a t e d  in A l a s k a  and
w h i c h  are u s e d  t o  f i n a n c e  s u c h  p r o c e s ­
sors '  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  dr 
p r o c e s s e d  L P R O C E S S I N G  O F j  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 . "

2 .  W h e n  l o a n s  a r e  to b e  n a d e  and f u n d e d .  It is o u r

i n t e n t  to 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  AS 4 4 . 2 5 . 0 5 0 ( 3 )  
to m a k e  c o m m i t m e n t s  to p a r t i c i p a t e  in 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  and 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  be t o  f i n a n c e  o n l y  t h e  p a c k  or 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  of s u c h  c o m m i t m e n t s  and 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  is in  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  at t h e  b e g i n n i n g  of t h e  s e a s o n  w o u l d  be 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  and, her.ce, c o u l d  n o t  be 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 .  Tne 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  th a t  i f  t h e r e  is no c l e a r  s t a t . t o r y  l i m i t  t o  t h e  t e r m  
of 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  sell 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 ^ c r d e r  to 

p r o l o n g  o r  t a k e  a d v a n t a g e  of  the l c - e r  i n t e r e s t  r a t e .  Th i s

R e :  .SB 1 4 0  a n d  141 ( f i s h  p a c k  l o a n s )

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

LH
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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  of b y  tr.e f a c t  t h a t  a p a r t i c i p a t i o n  
in  a l o a n  w i l l  be p u r c h a s e d ,  r a t h e -  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 h e  f j n d  w i l l  be a. p a r t n e r  in a f 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  bar.its or o t h e r  f i n a n c i a l  i n s t i t u ­
t i o n s  t h a t  a r e  p a r t i c i p a t i n g  in the l o a n .  All p a r t i c i p a n t s  
in t h e  l o a n  w o u l d  h a v e  p r o - r a t a ,  u - d i v i d e d  i n t e r e s t s  in 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 ,  it w t u l :  n o t  be 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 i n t e r e s t  bank p a r t i c i p a t i o n s  
in  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  the 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 .

As 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 - one y e a r  is u n r e a l i s t i c .  T r u e ,  in g o o d  y e a r s  all 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  12 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  it 

is not 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 .  Our l e v e r a g e  o v e r  t h e  p r o c e s s o r  is n o t  so 
m u c h  t h a t  w e  c a n  d e c l a r e  h m  in 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 ,  as it is t h a t  w e  can 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 r e n t  y e a r ' s  p a c k  f o r  him until t h e  l a s t  y e a r ' s  p a c k  
l o a n  is all c l e a n e d  up. T h i s  i s  much 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  an 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  15 o n  p a g e  2 o f  t h e  
‘o r i g i n a l  b i l l  be 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. Col 1 a t e r a l . The l o a n s  w i l l  be f o r  f i s h  p a c k  a n d  
w i l l  be s e c u r e d  b y  t h e  p a c k  arfd 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  in the 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  the p a c k  so t h a t  t h e  l o a n  it 
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  75 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 n g e r  b e  o n e  in 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  f o r c e d  to d e c l a r e  a d e f a u l t  and f o r e c l o s e  on 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  in 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  "that w i l l  be  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  in m a n y  o f  t h e s e  l o a n s  - -  the 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  all 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  of m o n e y  a t  it. I t  s e e m s  t o  m e ,  
t h e n ,  t h a t  it w o u l d  be w i s e  to s h a r e  r a t a b l y  i n  the 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  to 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  as t h e  -.arket 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  :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 )  the" s t a t e  p a r t i c i p a t i o n  m u s t
be r a t a b l y  s e c u r e d  on a t  least* 

an etjal 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  all o t h e r  p a r t i c i p a n t s  i n  
t h e  , 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  of 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  by  t h e  
l o a n or 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  [ 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 U t e r a l  a c c e p t a b l e  t o  ail 

p a r t i c i p a n t s  in t h e  l o a n  [ A N D  

M A Y  NOT 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  in 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  the 
m e a n i n g  of 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  
in 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  of  t h e  bill t h e y  c o u l d  be 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  we 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 i a t u r e  s h o w s  a n  i n t e n t  to  t h e ’ 

c o n t r a r y .  H o w e v e r ,  it w o u l d  be a n a t t e r  of 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  now c o u l d  b e  r e v e r s e d  in t h e  
f u t u r e .  T h u s ,  if y o u  w i s h  to 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  to p r o p o s e d  AS 4 4 . 2 5 . 0 6 5  on 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  
at 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  and 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  are r e g i s t e r e d  w i t h  t h e  
S t a t e  of 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  li-.it o r  w i t h i n  h i s t o r i c  b a y s  
and- i n l a n d  w a t e r s  of t h e  S t a t e  of A l a s k a .

L e t  me 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  set u p  a p o o r l y  r u n  l o a n  p r o g r a m  if t h i s  bill 
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  the 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  is t h e  g o a l .  T h i s  w i l l  not 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 h i s  p r o g r a m ,  b u t  at t h e  s a m e  

t i m e  no p r o c e s s o r  w i t h  f a c i l i t i e s  *'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  be 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  wi l l  f i r s t  go to 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  wi 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  be f r e e  to 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 .  If i t  a g r e e s ,  the o r i g i n a t o r  will i n v i t e  us  t o  p a r t i c i p a t e ,  
a n d  we w i l l  in 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  to m a k e  a c o m m i t m e n t .  T h e  t e r m s  and 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  be s p e l l e d  o u t  in g r e a t  d e t a i l  in t h e  l o a n  a g r e e m e n t s ,  

w h i c h  we c a n  and w i l l  i n s i s t  on b e i n g  t o  our 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 .  It is 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 l 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  he 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 „  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  we w i l l  do o u r  b e s t  to 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  of R e v e n u e

T K *  :mll

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
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Vi t l * An Ac t  e s t a b l i s h i n g  a f i s h  pack r e v o l v i n g  l o a n  f u n d . *1 • 
Requested b v _______________________________________________ Date

n. FISCAL DETAILAgency Affected. Department of Revenue
Program Category Affected Revenue C o l l e c t i o n  and Management
BRU ,  Program, or Subprogram(s) Affected Treasury  Management .
(Note: If more than one budget component is affected, separate Iine-item amounts and funding for each 

component in the analysis section.)
EXPEND ITURES  (Thousands o f  Dollars)

I

F Y  81 FY  82 F Y  83 F Y  84 F Y  .35 .FY36-
100 PERSONA I  SERV ICES 13.1 52.2 57.4 63.2 69.5 76.4
200 T R A V E L 3.0 12.0 13.2 14.5 16.0 17.6
300 CO N TRACTUAL 2.0 2.0 2.2 2.4 2.7 • 2.9
400 COMMOD IT I E S .2 .3 .3 .4 .4 .5
500 EOU1PMENT 2.0
600 L A N D  & STRUCTURES
TOO GRANTS .  CLA IMS .  ETC .

•

TO T A L  20.3 66.5 73.1 '80.5- 88.6 97.4

FUND ING  (Thousands o f  Dol 

G E N ER A L  FUND

lars)

20.:, 66.5 73.1 80.5 88.6 97.4 '
F E D E R A L  FUNDS
OTH ER  fSoeci fv Fund Source)

. *

‘ POSIT IONS 

F U L L  T I M E 1 1 1 ' 1 ' 1 * 1
PART T IM E
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III>
• M

Above i n c l u d e s  s a l a r y  and b e n e f i t s  f o r  S t a t e  I n v e s tm e n t - O f f i c e r  I I .  T r a v e l  
c o s t  due t o  n a t u r e  o f  f i s h i n g  b u s i n e s s  and r e v i e w  r e q u i r em e n t s  f o r  l o a n s .  
C o n t r a c t u a l  e x p e n d i t u r e s  f o r  a d v e r t i s i n g  f o r  r e g u l a t i o n s ,  e t c- Equ i pmen t  
f o r  S t a t e  I n v e s tm e n t  O f f i c e r .

Cos t s  shown i n  FY 81 a r e  f o r  a t h r e e  month p e r i o d  as sumi ng t h e  b i l l  wou ld 
pass  by Mar ch  31. I f  n o t  e f f e c t i v e  u n t i l  new f i s c a l  y e a r ,  e q u i pm en t  c o s t s  
s h o u l d  be 'moved to FY 82.

Above i s  p r e d i c a t e d  on  use o f  A l aska f i n a n c i a l  i n s t i t u t i o n s  a s  s e l l e r - s e r v i c e r  

j y  DA TE  Januar y 26; 1981

Original: Legislative Finance

ce; Budget and Management

Prime Sponsor (First Legislator Named)

PRFPARET) PY Anse lm C.  Staacftc, T r e a s u r y  C o m p t r o l l e r
AGENCY  Dent ,  of  Revenue/T r easu r y  D i v i s i c n ___________
PHONE A 6-5-2351__________________

&
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POSITION TITLE

2
3

TYPE Or POSITION 
PFT

Stute Investment Officer II 

STAFF MONTH?;

 «

RP No. PCN No.

RANGE/STEP
22A

BARG. UNIT. 
X

LOCATION
Juneau A im

M p ti
m m

m s ®

PRIORITY 

, .. .J
FOnM 12 PAGE/LINE

W W M'■X',. \y.. ■«.?

TYPE OF EXPEND ITU RE AMOUNT
3

PERSONAL SERVICES:
SALARY 3,494 X 12
"nENE'F.Ts""A17?ZB-xTI5Tl

41,928

6 , 4 2 8

Ii t a i T iI iNS.Mo.Fix. 1 2 x 1 50 

TOTAL PERSONAL SERVICES 

T R A V E L

IM A P I'

..•£53‘J l
m m

JUSTIFICATION:

Necessary to implement and m o nitor new Fish Pack 
Revolving Loan Fund.

A

Investment Officer will revi e w  and screen loan 

applications. Analyzes overall v a l u e  and security 

and approves loan for purchase/participation.

Confer with affected agencies and institutions 

to maintain smooth revolving loan program. Works 

with-Alaska financial institutions for participations.

QEMCY Department of Revenue PROGRAM

•1 O  R E Q U E S T  F O R  N E W  

‘ " "  P O S I T I O N *

BRU

COMPONENT.

Revenue Collection and Management 

Treasury Management FY §2
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