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The Honorable Jan Faiks
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Juneau, AK 99811

Dear Senator Faiks:

Under the authority of art. Ill, sec. 18, of the Alaska Con—
stitution, | am transmitting a bill relating to foreign
trade zones. The bill repeals and reenacts AS 45.77.010 to
make 1t more comprehensive and to remove certain ambigu—
ities. The changes are intended to encourage establishment
of foreign trade zones by clarifying the authority to apply
for foreign trade zone privileges and to operate the zones.

The bill 1improves on the existing statute by making clear
(1) that public corporations may jointly apply for estab—
lishment of a foreign trade zone; (2) that both public and
private corporations may apply for foreign trade zone privi—
leges; and (3) it the application 1is approved, that they
may operate the zone. For a private corporation, the pre—
sent statute"s requirement of approval from the commissioner
of commerce and economic development 1is retained. Either a
public or private applicant may operate the foreign trade
zone by contracting with a private operator.

"Public corporation” 1is defined to include the state, a po—
litical subdivision of the state, and a board, commission,

or other 1instrumentality of either, or any combination of
these entities. For example, the bill would allow the state
to work with a municipality, or several municipalities or
their agencies, to apply together for the privilege of es—
tablishing or operating a foreign trade zone. The concept
of defining "public corporation” to include the state itself
is somewhat unusual, but it directly parallels federal law
(19 U.S.C. 8la(e)).-

Several other states, including Rhode Island, North
Carolina, Maryland, and Tennessee, have a similar statute.
This bill goes beyond their versions, however, by making
clear the authority of various public entities to cooperate.



The Honorable Jan Faiks Page 2

Several existing provisions of law provide authority for the
state to cooperate with local entities. The Alaska Consti—
tution, art. X, sec. 13, allows the state to agree with lo—
cal governments for joint or cooperative administration of
any functions; And AS 02.15.080 and 02.15.130 provide spe—
cifically for such coopers diiKL airport adminis—
tration. \

ftteve Cowper
Governor
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Alaska State Senate
State Affairs Committee
Alaska State Legislature
P.0. Box V

Juneau, Alaska 99811

Re: SB 414 (Foreign Trade Zones)
Dear Senator Abood

The senate schedule shows that this bill will be taken
up in your committee on Friday, March 4, 1988. Perhaps some com—
ments 1in addition to the governor®s February 11, 1988 transmittal
letter (1988 Senate Journal page 2227) would be helpful.

Federal law (19 U.S.C 88la -- 8lu) provides for the
establishment of foreign trade zones. (See, in particular,
19 U.S.C. 81lb(d), dealing with joint state/municipal facilities,
and requiring state legislation.) Alaska®s law on the subject,
AS 45.77.010, is a sparse provision that <contains several
defects. Senate Bill 414 1improves the current law in at Ileast
the following four ways:

1. The current law does not provide for a joint
application by, for example, the state and a
municipality. The bill remedies that by defining
"public corporation™ to include a combination of
the state or its agencies and a political subdivi—
sion of the state or the political subdivision®s
agencies. See proposed AS 44.77.020(3), in sec. 2

of the bill.
2. The current law does not define terms such as
"corporation,” "state,"™ or "municipality” to make

clear whether subdivisions or agencies are author—
ized to apply for foreign trade zone privileges.
The bill provides helpful definitions of the rele—
vant terms, making clear what entities may apply.
See proposed AS 45.77.020, 1in sec. 2 of the bill*.
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3. In the current law, AS 45.77.010(1) and (3) are
contradictory. The qualifications of a corpora—
tion which paragraph 1 Jleads vyou to expect 1in
paragraph 3 are missing. In addition, paragraph 1

specifies that the commissioner of commerce and
economic development applies on behalf of a corpo—
ration, but paragraph 3 provides that the corpora—
tion"s officers do the applying ("through the

commissioner™). The bill remedies these problems.
See proposed AS 45.77.010(a) and (b), in sec. 1 of
the bill.

4. The current law implies that the successful appli—

cant 1is to be the entity that will "establish,
operate, and maintain” the foreign trade zone,
without indicating that operations may be handled
by contract with a professional operator. The
bill remedies this oversight. See proposed
AS 45.77.010(c), 1in sec. 1 of the bDbill.

I hope that you and your committee will find this help—
ful, and 1 will Jleave to representatives of the Department of
Transportation and Public Facilities a description of the bene—
fits to Dbe derived from establishing foreign trade zones 1in
Alaska.

Thank you for this opportunity to comment.
Yours truly,

GRACE BERG SCHAIBLE
ATTORNEY GENERAL

By:
Arthur H. Peterson
Assistant Attorney General

AHP/Ig
cc: Robert Poe, Deputy Commissioner
Department of Transportation and
Public Facilities

Bob Evans, Legislative Liaison
Office of the Governor





