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March 15, 1988

Ms. Phyllis M. Day

Prince William Sound Aquaculture Corp
P. 0. Box 1110

Cordova, Alaska 99574

Dear Phyllis:

Thank you for sending a copy of the correspondence you sent to
all Senators regarding HB 185 which includes amendments to the
Fisheries Enhancement Loan Program.

| asked a member of my staff to verify some information with
Kate Graham of UFA and Senate Labor and Commerce relative to
the language "no state service charges" to PNP's.

Kate stated that her understanding was that intent language
would be used as the mechanism to address service charges.
However, John Ringstad of Labor and Commerce stated that
although there was discussion on this point, the department
had responded with information negating ever having charged a
service fee for grant programs, did not intend to begin
assessing service charges, and thus, it was not necessary to
weight the bill with a letter of intent or attach intent
language onto the Dbill

My staff discussed this element with Jeff Bush, Assistant
Attorney General, who attended that hearing and confirmed this
information.

Thank you again for writing, Phyllis, and for bringing to my
attention PWSAC's position on the bill.

Sincerely yours

Representative Bette Cato
House District 6



P rince W illiam S ound

P.O. Box 1110
Cordova, Alaska 99574
Phone: (907) 424-7511

organization for the enhancement of salmon.

March 4, 1938

Senator Ja)( Kerttula
Alaska State Senate
Pouch V, MS 3100
Juneau, Alaska 99811

Dear Senator Kertt

House Bill 185 jk scheduled to e discussed. in the Senate's Finance, Labor
and Commerce, Resources, and“udiciary”Committees. Prince William Sound
Aquaculture Corporation supports this bill for several reasons:

1. Salmon enhancement taxes were collected from commercial fishermen
specifically for distribution to the regional aquaculture associations. These
funds arc Vital to our organization as they constitute approximately 30% of
our total budget. The recCently enacted procurement code makes the former
method of distributing enhancement tax revenues via contract impractical
and cumbersome. HB™ 185 authorizes the Department of Commerce and.
Economic Development to make grants to regional aguaculture associations
en_abl|nP_d|sbursement of enhancément tax revenues in a_t_|mel¥ manner. |f
this bill"is not passed, the release of funds could be significantly delayed.

2. The Salmon_Enhancement Revolving Loan, Fund is extremely
important to the viability of the private n Bront hatchery program. From
it private nonpxxviliLhatchery operators arc able to build néw facilities,
maintain exis mg oycNind pay for operations when there is a shortfall in
rcvenucs./HB 185yrotects the integrity of the revolving loan fund bY '
clarlfym? that afr principal and infereSt payments and any money. collected
through NiV«tJ™tion or foreclosure be returned to the fund. This insures
that any moneg paid back to the fund will be available for use for future
hatchery projects.

The Armin F. Koernig Hatchery The Esther Hatchery
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3, HB 185 clarifies that only private nonprofit salmon hatcheries which
release fish in the natural waters of the State for common use arc eligible
for a loan from the revolving loan fund. This provision insures that only
lrg)%p]pfrl%lésorgan|zat|ons who henefit a wide user group will be eligible for

We urge your support of this bill to help maintain the highly successful
statewide private’ nonprofit hatchery program. Thank you.

Sincerely,

Bruce K. Suzumoto
President

BKS/pmd

Enc:  PWSAC Alaska Salmon Enhancement Tax
PWSAC Brochure

CC:  Senate Labor and Finance Committee Members
Senate Resource Committee Members
Senate Judiciary Committee Members
Senate Finance "Committee Members
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OFFICE OF THE GOVERNOR
JCITEA U

March 16, 1987

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature

P.O. Box V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art., IIl, sec. 18, of the Alaska Con-
stitution, | am transmitting a bill repealing five active
and various inactive state loan programs and making miscel-
laneous changes in other state loan programs. The programs
affected are:

1. Commercial Fishing Loan Program

2. Fisheries Enhancement Loan Program

3. Veterans' Revolving Loan Program

4, Mining Loans

5. Area Redevelopment

6. Outdoor Recreational, Open Space, and Histor-
ic Properties Development Fund

7. Child Care Facility Revolving Loan Fund

8. Alternative Energy Revolving Loan Fund

9. Residential Energy Conservation Fund

10. Tourism Revolving Fund

11, Fishery Product Revolving Loan Guarantee Fund

12. Forest Products Business Loan Guarantee Pro-
gram

13. Small Business Loans

14, Historical District Revolving Loan Fund

Each affected loan program willbe discussed in turn. A

section-by-section description of those loan programsadmin-
istered by the Department of Commerce and Economic Develop-
ment,prepared by that department, is also bheing made avail-
able to the legislature.

1. Commercial Fishing Loan Program,. This bill repeals
AS 16.10.320(b) (sec. 21 of the bill), a subsection that is
now obsolete due to changes in federal law.

2.Fisheries Enhancement Loan Program, This bill makes
numerous changes to the fisheries enhancement loan program,
AS 16.10.500 — 16.10.560,. First, it changes the title of

the loan fund to the "Salmon Enhancement Revolving Loan
Fund" (secs. 1, 2, and 3 of the bill), and reorganizes the
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statutes for clarity. It also amends the statutes to make
it clear that they apply only tc salmon hatchery projects
F.ctions 1 and 4 of the bill.

The bill repeals the mandatory six-year deferral on interest
and principal contained in AS 16.10.525 (sec. 2L of the
bill), but retains the authority to defer interest and prin-

cipal for up to 10 years. Section 5 of the bill. This wil
allow earlier repayment requirements if they are considered
financially feasible. This will also cure a problem that

exists when the department grants a preconstruction loan to
assess a proposed project, but the project is then con-
sidered unfeasible. Despite the fact that no project ever
is built in such a case, the state currently cannot collect
on its preconstruction loan, nor charge interest, for at
least six years.

The bill also changes the statutory loan limits. At pre-
sent, these limits are ambiguous. See 1986 Inf. Op. Att'y
Gen. (Aug. 13; 663-87-0020) . This bill sets loan limits in
terms of the total amount that may be loaned for a single
project. Sections 6 and 7 of the bill. Also, the bill re-

peals AS 16.10.540 (sec. 21 of the b ill), which specifically
authorizes voluntary assessments by fishermen as collateral
to repay loans. First, such voluntary assessments represent
no real collateral because of their voluntary nature. Sec-
ond, if the department were to change its position and con-
sider a voluntary assessment as sufficient collateral

proposed AS 16.10.518(a) would permit the use of a voluntary

assessment as collateral,. Third, current practice is for
these organizations to assess fishermen through salmon en-
hancement taxes wunder AS 43.76, and the bill approves this

practice and recognizes these assessments as valid collater-
al. Section 5 of the bill.

Finally, the hearing procedure provisions of the Administra-

tive Procedure Act (APA), AS 44.62.330 — 44.62.630, cur-
rently apply to the fisheries enhancement loan program
(AS 16.10.500 — 16.10.620). The reason for this applica-

tion is unclear, since the 10 <,ther loan programs adminis-
tered by the Department of Commerce and Economic Develop-
ment, division of investments and division of accounting and
collections, are not subject to the APA. The department has
adopted regulations providing for administrative adjudica-
tion of loan issues for all of its loan programs, and there
IS no apparent reason for this particular program to be sub-
ject to different rules. This bill amends the APA, by re-
pealing AS 44.62.330 (a) (46) , to remove that part of the
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APA's applicability to the fisheries enhancement loan pro-
gram. Section 21 of the bill.

3. Veterans' Revolving Loan Program. AS 26.15 establishes
the Alaska veterans' loan program. Originally, the Depart-
ment of Commerce and Economic Development was authorized to
make four types of veterans' loans: personal loans, housing
loans, business loans, and multiple dwelling (condominium)
loans. AS 26.15.040¢(a). The authority to make housing
loans was repealed in 1980 (sec. 77, ch. 106, SLA j980) ,6 and
the same legislation provided that no business loans could
be made after July 1, 1981. Sec. 71, ch. 106, SLA 1980
Although the authority to make personal and multiple dwe.l-

ing loans still exists, neither type of loan has been made
since 1982.

At present, there is no money available in the veterans'
revolving fund for any additional loans. Only a small
amount of money still comes into the fund, since most loans

hive been transferred to the Alaska Industrial Development
Authority (AIDA) or recently sold to the Alaska Housing Fi-
nance Corporation (AHFC). Sec. 102, ch. 138, SLA 1986. The
money in the revolving fund, in turn, has been reappropri-
ated to the general fund. Sec. 118, «c¢h. 105, SLA 1985
secs. 18 and 23, ch. 129, SLA 1986; secs. 39, 427, and 645,
ch. 130, SLA 1986.

This bill repeals all lending authority under the veterans'
loan program, but leaves intact those statutes dealing with
management and collections (secs. 9, 10 and 21 of the bill).
The sentence added to AS 26.15.040(e), limiting the total
amount that an assignee of a loan can assume, is taken from
AS 26.15.040(c), which is repealed in sec. 21 of the bill

These repealers and amendments do not affect AHFC veterans'
mortgages under AS 18.56

4. Mining Loans. This bill repeals all lending authority
under the mining loan program, but leaves intact those stat-
utes dealing with management and collections (secs. 11, 12,

and 21 of the bill) . This program has historically had a
very high Jloan default rate and has consequently cost the
state a great deal of money. With revenues declining, | do

not believe that this program should be continued.

5. Area Redevelopment. AS 41.30 sets wup a program for
redevelopment loans administered by the Alaska State Devel-
opment Corporation. This program, and the corporation, are
both currently inactive, and there are no outstanding loans
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The entire program is repealed under this bill. Section 21
of the bill.
6. OQutdoor Recreational, Open Space, and Historic Prop-

erties Development Fund. AS 41.98.170 establishes an out-
door recreational, open space, and historic properties de-
velopment fund administered by the Department of Natural
Resources, division of parks and outdoor recreation. The
fund may be used by the state to develop recreational sites
and to acquire and preserve historic sites, buildings, and
monuments (AS 41.98.170), and for grants and loans to munic-

ipalities for similar purposes. AS 41.98.175(a). However,
there has been no loan made under this program, and none is
anticipated. This bill repeals the lending authority under

the program, but leaves the remainder of the program intact.
Sections 13 and 21 of the Dbill.

T Child Care Facility Revolving Loan Fund. This bill re-
peals the lending authority for the child care facility pro-
gram, AS 44.33,240 — 44.33.275, but still retains the nec-
essary collection statutes. Sections 14, 15, and 21 of the
bill.

8. Alternative Energy Revolving Loan Fund. This bill also
repeals tne lending authority for the alternative energy
loan program, AS 45.88. The bill leaves intact those stat-
utes dealing with management and collections. The bill also

makes a technical amendment of AS 45.88.030(d), removing
reference to "technology" in this subsection consistent with
a 1979 amendment to the program (ch. 56, SLA 1979). Sec-
tions 16 and 21 of the bill.

9. Residential Energy Conservation Fund. This bill also
repeals the lending authority for the residential energy
conservation fund, AS 45.89, but leaves intact the statutes
dealing with management and collection of existing loans.
Sections 17 and 21 of the bill.

10, Tourism Revolving Fund. AS 45.90 provides a statutory
scheme for tourism loans. However, in 1980 a session law
was enacted to provide that no further loans would be made
under the program after July 1, 1981. Sec. 71, ch. 106, SLA
1980. This bill repeals the lending authority statutes of
the tourism revolving fund, but leaves intact those provi-
sions oj. the statutes dealing with on-going management of
the loan portfolio. Section 21 of the bill.

11. Fishery Product Revol/ing Loan Guarantee Fund. AS 45.-
92 establishes a fishery product revolving loan guarantee
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fund in the Department of Revenue. There is no outstanding
loan under this program, and there is no money currently in
the fund. This program s inactive, and this bill repeals
it. Section 21 cf the bill.

12, Forest Products Business Loan Guarantee Program.
AS 45,94 establishes a forest products business loan guar-
antee fund in the Department of Revenue, under a statutory
scheme similar to that of the fishery product revolving loan
guarantee fund. No money has ever bheen appropriated to this
fund, and it is therefore inactive. This Dbill repeals this
program. Section 21 of the bill.

13. Small Business Loans. AS 45.95 establishes a small
business loan program in the Department of Commerce and Eco-
nomic Development. However, as with the tourism revolving

fund, the legislature has prohibited making any further
loans under this program. Sec. 71, ch. 106, SLA 1980. This
bill repeals the statutory lending authority under this pro-
gram, but leaves intact the Jloan management and collection
statutes. Sections 18 and 21 of the bill.

14, Historical District Revolving Loan Fund. Finally, the
bill repeals the lending authority under the historical dis-
trict revolving loan fund. Sections 19, 20, and 21 of the
bill.

The bill also repeals secs. 3 and 4, ch. 156, SLA 1984,
which provide that the balances in the tourism and small
business revolving loan funds are appropriated annually to

the general fund. Recent court decisions have called into
question the validity of continuing appropriations such as
these. Therefore, to avoid that question, and because |
believe that annual appropriation of these balances would be
a better approach, | am recommending the repeal of these

continuing appropriations and the substitution of annual
appropriations from the revolving funds. Thus, if this b ill
passes, the following language should be added to the budget
bill, HB 75:

* Sec. . The cash balances of the Alaska
World War I veterans' revolving fund
(AS 26.15.090), the mining loan fund (AS 27.-
09.010), the child care facility revolving
loan fund (AS 44.33.240), the alternative
energy revolving loan fund (AS 45.88.010),

the residential energy conservation fund
(AS 45.89.010), the tourism revolving fund
(AS 45.90.010), the small business revolving
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loan fund (AS 45.95.060), and the historical
district revolving loan fund (AS 45.98.010),
attributable to loans owned by those funds as
of June 30 of the fiscal year, after any ap-
propriations from the funds to the Department
of Commerce and Economic Development for op-
erating expenses, are appropriated from those
funds to the general fund.

cleans up the state loan statutes. It eliminates

defunct loan programs that need not and should not remain in





