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Original sponsor(s): SEN. ZHAROFF

IN THE SENATE BY THE F I N A N C E  C O M M I T T E E  

CS F O R  SENATE B I L L  NO. 243 (Finance)

IN T H E  L E G I S L A T U R E  OF T H E  STATE OF A L A S K A  

S I X T E E N T H  L E G I S L A T U R E  - SECOND  S E S S I O N

A  B I L L

For an A c t  entitled; "An A c t  r e l a t i n g  to loans u n d e r  the C o m m e r c i a l  F i s h­

ing L o a n  A c t  a n d  to l i m i t e d  e n t r y  p e r m i t s  p l e d g e d  as 

security for those loans; and p r o v i d i n g  for an e f f e c­

tive date."

BE IT E N ACTED BY THE L E G I S L A T U R E  OF THE S T A T E  OF ALASKA;

* Secti on 1. A S  16.10.335(a) is a m e n d e d  to read;

(a) If the debto r defaults u p o n  a note for w h i c h  a l i m i t e d  entry 

permit has b e e n  p l e d g e d  as s e c u r i t y  u n d e r  AS 16.10.333 or 16.10.338, 

the c o mmi ssioner shall p r o vide the debtor, b y  b o t h  c e r t i f i e d  a n d  first 

class m a i l  sent to the debto r's last k n o w n  address  o n  file w i t h  the 

commissioner, w i t h  a n o t i c e  of default that includes

( 1 ) a d e s c r i p t i o n  of the s e c u r i t y  g i v e n  for the n o t e  i n­

cluding the n u m b e r  a s s i g n e d  to the p l e d g e d  p e r m i t  b y  the commission ;

(2 ) the date u p o n  w h i c h  the d e fau lt occurred;

(3) the amount of the debtor's o u t s t a n d i n g  p r i n c i p a l  and 

interest [ARREARAGES] as of the date of the d e f a u l t  notice, the total 

amount r e m a i n i n g  on the n o t e  less u n e a r n e d  interest, and the a m o u n t  of 

daily interest;

(4) a statement that the d ebtor may, w i t h i n  15 days a fter 

the p o s t m a r k  date of the notice, r e q u e s t  a h e a r i n g  to s u bmit e v i d e n c e  

showing the debtor has not defaulted;

(5) a st atement that the n o t e  m a y  be r e i n s t a t e d  if it is 

b r o u g h t  current w i t h i n  1 2 0  [60] days a f t e r  the p o s t m a r k  date of the 

notice;



(6 ) a statemen t t h a t , u n d e r  A S  16.10.310(a)(4), the debtor 

m a y  r e i n s t a t e  the n o t e  b y  s u b m i t t i n g  to the c o m m i s s i o n e r  a p l a n  of 

r e p a y m e n t  if the c o m m i s s i o n e r  accepts the debtor's p l a n  of r e p a yment 

[NOTE M A Y  BE PAI D IN F U L L  LESS U N E A R N E D  INTEREST W I T H I N  120 DAYS A F T E R  

T HE P O S T M A R K  DATE OF THE N O T I C E ] ;

(7) the pla ce w h e r e  r e i n s t a t e m e n t  of the note or p a y m e n t  in 

full m a y  be made; and

(8 ) a n o t i c e  in at least 10-point b o l d  type stating; " I M­

PORTANT; Y O U R  F A I L U R E  TO R E I N S T A T E  O R  P A Y  THIS NOTE IN FULL B Y  THE 

D A T E  S P E C I F I E D  W I L L  R E S U L T  IN A  F O R I E I T U R E  OF A L L  RIGHTS TO THE P E R M I T  

A N D  THE P O S S I B I L I T Y  OF L E G A L  A C T I O N  B E I N G  INSTITUTED A G A I N S T  YOU."

* Sec. 2. AS 16.10.335(d) is r e p e a l e d  and r e e n a c t e d  to read;

(d) If r e q u e s t e d  b y  the debtor, the commi s s i o n e r  m a y  w a i v e  any 

of the time limits in (a) of this section if the d ebtor shows good 

cause.

* Sec. 3. AS 16.10.335(e) is a m e n d e d  to read:

(e) E x c e p t  as othe rwise p r o v i d e d  in (c) and (d) of this section, 

if the debtor fails [UPON THE D E B T O R ' S  FAILURE] to r e i n s t a t e  or s a t­

isfy the n o t e  w i t h i n  the time s p e c i f i e d  in (a) (5 ) [(a)( 6 )] of this 

section, the debtor's interest in the p e r m i t  is t e r m i n a t e d  b y  o p e r a­

tion of law w i t h o u t  further notice. [ANY E N T R Y  P E R M I T  CARDS I SSUED TO 

THE D E B T O R  U N D E R  THE  P E R M I T  M U S T  BE C A N C ELLED  I M M E D I A T E L Y  U P O N  R E C E I P T  

B Y  THE C O M M I S S I O N  OF A  C E R T I F I C A T E  O F  T E R M I N A T I O N  C O N T A I N I N G  A  C O P Y  OF 

THE N O T I C E  R E Q U I R E D  B Y  (a) OF THIS S E C TION ISSUE D BY THE C O M M I S S I O N­

ER.]

* Sec. 4. AS 16.10.335 is a m e n d e d  b y  a ddi ng a n e w  s u b s e c t i o n  to read:

(f) N o t w i t h s t a n d i n g  (a) of this section, w h e n  a d e b t o r  files 

bankruptcy, the debtor's interest  in the limited e n t r y  p e r m i t  is 

t e r m i n a t e d  b y  o p e r a t i o n  o f  law w i t h o u t  further n o t i c e  as of the date

CSSB 2 4 3 (Fin) -2-



that the a u t o matic st ay i s s u e d  in the b a n k r u p t c y  is no longer in 

effect, un less the d e b t o r  has r e a f f i r m e d  the debt.

Sec. 5. A S  16.10.338 is a m e n d e d  b y  a d ding a n e w  s u b s e c t i o n  to read:

(b) If a l i mited e n t r y  p e r m i t  is p l e d g e d  for s e c u r i t y  for a loan

m a d e  u n d e r  AS 16.10.310(a)(1)(B) for the repair, restoration, u p g r a d­

ing, construction, or p u r c h a s e  of a v e s s e l  and the b o r r o w e r  there after 

fails to m a k e  a p a y m e n t  or defaults, the c o m m i s s i o n e r  shall, in a d d i­

tio n  to the n o t i c e  p r o v i d e d  u n d e r  AS 16.10.335(a), n o t i f y  the b o r r o w e r  

that subject to the c o m m i s s i o n e r ' s  a c c e p t a n c e  the b o r r o w e r  m a y  sell 

the vessel, a pply the sales p r o c e e d s  to the debt, and r e n e g o t i a t e  p a y­

men t  of the b a l a n c e  due on the loan to avoid the i m m e d i a t e  loss of the 

l i m i t e d  entry p e r m i t  that has b e e n  p l e d g e d  for secur i t y  for the loan.

Sec. 6 . AS 16.10.350 is a m e n d e d  b y  a dding a n e w  s u b s e c t i o n  to read:

(b) The c o m m i s s i o n e r  shall a n n u a l l y  submit a r epor t to the 

le g i s l a t u r e  d e t a i l i n g  the n u m b e r  and n a t u r e  of r e i n s t a t e m e n t s  a u t h o r­

ized b y  A S  16.10.335(a)(5).

Sec. 7. AS 16.10 is a m e n d e d  b y  a dd ing a n e w  s e c t i o n  to read:

Sec. 16.10.353. W A I V E R  OF CONFID ENTIALITY. (a) T h e  c o m m i s­

sioner m a y  r e l e a s e  i n f o r m a t i o n  about a b o r r o w e r ' s  loan to any i n d i­

vi d u a l  w h e n  r e l e a s e  o f  the i n f o r m a t i o n  has b e e n  a u t h o r i z e d  b y  the 

borrower.

(b) A  p e r s o n  o b t a i n i n g  a loan u n d e r  AS 16.10.300 - 16.10.370

af t e r  the e f f e c t i v e  date of this A c t  may, b y  s i gning a f o r m  p r e p a r e d  

for the purpose, d e s i gnate the n a m e s  of p e r s o n s  and o r g a n i z a t i o n s  to 

w h o m  a copy of the n o t i c e  r e q u i r e d  b y  AS 16.10.335 m u s t  be sent 

Sec. 8 . AS 16.43.960 is a m e n d e d  b y  a dd ing a n e w  s u b s e c t i o n  to read:

(j) T h e  c o m m i s s i o n  shall i m m e d i a t e l y  cancel a l i m i t e d  entry 

pe r m i t  card i s s u e d  to a d e bt or u n d e r  a loan m a d e  u n d e r  AS 16.10.300 - 

16.10.370 w h e n  the c o m m i s s i o n  r e c e i v e s  a c e r t i f i c a t e  of loan

C S S B  2 4 3 (Fin)
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t e r m i n a t i o n  c o n t a i n i n g  a copy of the

(1) n o t i c e  r e q u i r e d  b y  AS 16.10.335(a); or

(2 ) n o t i c e  that the a u t o m a t i c  stay i s sued if the debtor has 

filed b a n k r u p t c y  is n o  longer in effect.

* Sec. 9. This A c t  takes effect i m m e d i a t e l y  u n d e r  AS 01.10.070(c).



AMENDMENT

IN THE SENATE BY FRANK

TO: CS SB 243 (RESOURCES)

PAGE 3, AFTER LINE 12

AS 16.10.350 is amended by a n>aw subsection to read:

(b) The commissioner shall annually submit a report 
to the legislature detailing the number and nature of 
reinstatements authorized under AS 16.10.335.

The following bill sections are renumbered 
accordingly.

riv.r/ice-
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S enator F red  F. Z haroff
A l a s k a State L egislature

P. O. BO X 405 . K O D IA K , A L A S K A  99615 (907) 486-5259
D U R IN G  S E S S IO N :
P. O. BO X V. JU N E A U , A L A S K A  99811 *(9 0 7 ) 465-3473 •  465-3474 •  465-3844 (L a b o r a n d  C o m m e rc e  C o m m itte e )

-  DISTRICT N
ALASKA PENINSULA • ALEUTIAN CHAIN • BRISTOL BAY • KODIAK ISLAND • LAKE CLARK/LAKE ILIAMNA • PRIBILOF ISLANDS • SHUMAGIN ISLANDS

MEMORANDUM 

TO:

FROM:

DATE:

RE:

Senator Rick Uehling 
Co-Chairman
Senate Finance Committee

Senator Fred F. 

February 13, 1990

CS For Senate Bill 243 —  "An Act relating to loans 
under the Commercial Fishing Loan Act and to limited 
entry permits pledged as security for those loans; 
and providing for an effective date."

I respectfully request the Senate Finance Committee to either 
schedule CSSB 243 for a hearing at the earliest opportunity or 
to waive the referral. CSSB 243 amends the statutes governing 
the state's Commercial Fishing Loan Program, managed by the 
Division of Investments in the Department of Commerce and 
Economic Development.

The bill carries a zero fiscal note.

CSSB 243 solves some of the problems commercial fishermen have 
experienced with the program by allowing the division to 
respond to problem loans on a more flexible, case by case 
basis. The bill is supported by the Department of Commerce. 
The concerns the department had with the bill were eliminated 
with the adoption of the Resources committee substitute.

By allowing the Division of Investments more flexibilty —  in 
the form of less rigid deadlines and more notification to 
borrowers —  the state will provide Alaska fishermen who get 
behind in their payments an opportunity to put their financial 
affairs back in order. In its 1988 audit of the "Commercial 
Fisheries Loan Programs' Procedures", the Division of 
Legislative Audit recommended that such legislation be 
considered.

The following backup information is attached:

1. Fiscal note.

2. Sectional analysis.

3. Resolution from the Bristol Bay Native Convention.



Memo t o  S e n a te  F in a n c e  C om m ittee -  p a g e  2
4. Excerpt from the Division of Legislative Audit's 

"Special Report on the Department of Commerce and 
Economic Development Commercial Fisheries Loan 
Programs' Procedures", released March 14, 1988.

5. Letter from Commerce Commissioner Larry Merculieff, 
responding to a series of questions about the loan 
program, dated Dec. 2, 1988.

6. Letter from Ms. Paula Cullenberg, cooperative 
extension agent for the Bristol Bay Marine Advisory 
Program, dated Jan. 27, 1989.

7. Commercial Fishing Loan Act statutes.



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

'  i  ' J  P.O. BOX 405. KODIAK. ALASKA 99615 (907(486-5259
V ' ^ DURING SESSION:

S e n a t o r  F r e d  F .  Z h a r o f f

P .a BOX V. JUNEAU. ALASKA 99811 • (907) 465-3473 • 465-3474

D IS T R IC T  N

ALASKA PENINSULA •  ALEUTIAN CHAIN • BRISTOL BAY •  KODIAK ISLAND • LAKE CLARK;LAKE ILIAMNA • PRIBILOF ISLANDS • SHUMAGlN ISLANDS

SECTIONAL ANALYSIS

CS For Senate Bill 243 - "An Act relating to loans under the Commercial

Fishing Loan Act and to limited entry permits pledged 

as security for those loans; and providing for an 
effective date."

SECTION 1 

(3)

(5)

(6)

(7)

SECTION 2

SECTION 3

SECTION 4 

(f)

Amendment to 16.10.335(a).

Clarifies existing language by changing "arrearages" to "the 

debtor's outstanding principal and interest".

Provides debtors with 120 days, rather than 60 days, to bring 

their loans current. This gives the debtors an opportunity to 

bring their loans current right up until the day the limited 

entry permit is repossessed. The extension will help rural 

fishermen, in particular, who do not start trying to solve 

tlieir loan problems until the 60 day time limit has passed and, 

under current law, the only recourse they have is to pay the 

note in f u l l .

New paragraph. Provides the debtor with the option of 

submitting a new plan of repayment. The plan is subject to the 

commissioner's approval.

Clarifies existing language. 

Repeal and reenact 16.10.335(d).

Allows the commissioner of the Department of Commerce to waive 
any of the time limits in the previous section for good cause. 

Good cause would be left to the discretion of the commissioner.

Amendment to 16.10.335(e).

Makes existing statute consistent with other amendments. 

Amendment to 16.10.335. New subsection (f).

Eliminates the existing conflict between state statutes -- 
which require a demand be issued in all cases -- and the 

superseding federal bankruptcy statutes which prohibit 

enforcement action -- such as issuing a demand —  after a 
debtor files bankruptcy.

BOB IB



(b) In the case of a missed payment or default on a boat loan where

a limited entry permit has been pledged as collateral, the 

commissioner of commerce shall notify the borrower that he has 

the option of selling the vessel and renegotiating the balance 

due. Selling the vessel is a possibility under present law, 

but official notification is needed in order to encourage 

people to do it. The department also does not now have 

authority to renegotiate the remaining payments.

SE C T I O N  5 A m e n d m e n t  to 1 6. 10. 33 8.  N e w  s u b s e c t i o n  (b).

SECTION 6

(a)

(b)

SECTION 7

Amendment to 16.30. 

CONFIDENTIALITY.
New section, 16.10.353. WAIVER OF

Makes clear that 
released at any 

borrower.

information about a borrower's loan can be 

time to any individual authorized by the

Establishes a form on which the borrower can designate 

individuals (attorney, accountant, business consultant, trusted 

friend, etc.) and organizations (native non-profit association, 

business development center, etc.) that will automatically 

receive copies of any default notice the Division of 

Investments mails out. This would enable individuals and 

organizations trusted by the borrower to find out when a loan 

is in trouble. They would then be able to assist the borrower 

in correcting the situation.

Amendment to I".43.960. New subsection (j).

Makes the Conmercial Fisheries Entry Commission statutes in 
Title 16 consistent with the amendment in Section 5.

SECTION 8

Immediate effective date.



B R I S T O L  BA Y N A T I V E  C O N V E N T I O N  

R e s o l u t i o n  8 6-2 2

W HE R E A S :  c o m m e r c i a l  f i s h i n g  w i t h i n  the B r i s t o l  B a y  w a t e r s h e d  h a s  h a d  p o o r

h a r v e s t  r e c o r d s  for some of  the B r i s t o l  B a y  F i s h e r m e n ;  and

W H E R E A S :  t h e  1 9 8 6  p r o j e c t e d  h a r v e s t  f o r e c a s t  for B r i s t o l  B a y  is also low;

a n d

W H E R E A S :  f i s h e r m e n  f r o m  B r i s t o l  B a y  h a v e  no c -».r a l t e r n a t i v e  source o f

i n c o m e ; and

W H E R E A S : m a n y  f i s h e r m e n  h a v e  o b t a i n e d  from the S t at e o f  A l a s k a  loans to

p u r c h a s e  n e w  b o a t s  an d p e r m i t s  to e n h a n c e  t h e i r  fishi ng  efforts; 

a n d

WH ER E A S :  m a n y  f i s h e r m e n  p u t  up  th ei r c o m m e r c i a l  f i s hi ng  e n t r y  p e r m i t  as

c o l l a t o r a l  to o b t a i n  t he ir  s t at e loans; and

WH ER E A S :  m a n y  o f  t h e s e  c o m m e r c i a l  f i sh ing  e n t r y  p e r m i t s  are n o w  at r i s k

d u e  to p o o r  s a l m o n  har ves ts ; and

W H E R E A S :  t h e  S t a t e  s e t  up th e loa n  p r o g r a m  to h e l p  l o c a l  f i s h er men  b e c o m e

m o r e  s e l f  s u f f i c i e n t ,  e f f i c i e n t  a n d  c o m p e t i t i v e  and not to take 

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

N O W  T H E R E F O R E  tiE IT R E S O L V E D  that the B r i s t o l  B a y  N a t i v e  C o n v e n t i o n  and

d e l e g a t e s  a s s e m b l e d  r e q u e s t s  the S t a t e  L oa n  P r o g r a m  and G o v e r n o r  o f  the

S t a t e  o f  A l a s k a  see an d i m p l e m e n t  w a y s  so that local f i s h e r m e n  d o  not lose

t he ir  b o a t s  a n d  p e r m i t s .

I h e r e b y  c e r t i f y  t ha t  the f o r e g o i n g  is a full, true  and c o r r e c t  c op y  o f  

the r e s o l u t i o n  a d o p t e d  by th e d e l e g a t e s  to t h e  1986 B r i s t o l  B a y  N a t i v e  

C o n v e n t i o n ,  F e b r u a r y  23, 24, 25, & 26, D i l l i n g h a m ,  A l a s k a ,  at w h i c h  a 

q u o r u m  w a s  p r e s e n t .

W I T N E S S  M y  h a n d  a n d  s eal t h i s  26th  d a y  o f  F e b r u a r y ,  1986.

C E R T I F I C A T I O N

W I T N E S S E D
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P U B L I C  P O L I C Y  C O N S I D E R A T I O N S

T h o u g h  n o  c o n c l u s i v e  evidence exists that correlates a 
r e d u c t i o n  of p e r m i t  f l o w  out of r u r a l  areas w i t h  the degree 
of lenient lendi ng practices, the L e g i s l a t u r e  m a y  w a n t  to 
c o n s i d e r  a d d i t i o n a l  forms of s u b s i d i z a t i o n  s p e c i f i c a l l y  for 
those r ural areas that have b e c o m e  e c o n o m i c a l l y  d i s t r e s s e d  
due to an o u t f l o w  of f i shing permits. A c t i o n  such as H B  509 
w h i c h  increases the m a x i m u m  loan terms on p ermit loans to 30 
years s hould ease the debt service b u r d e n  for those f i n d i n g  
it d i f f i c u l t  to a f f o r d  p u r c h a s i n g  a fis hing permit.

It s h o u l d  be noted, however, that the 'inherent q u a l i t y  of 
state len ding p r o g r a m s  creates a t w o - e d g e d  sword. O n  the 
one hand, the f i d u c i a r y  r e s p o n s i b i l i t y  of p r o t e c t i n g  the 
public's assets m u s t  be maintained ; w h i l e  at the same time, 
the s o c i o e c o n o m i c  aspects of m e e t i n g  the p u b l i c  n e e d  m u s t  be 
considered. P o l i c y  decis ions are n e c e s s a r y  to e s t a b l i s h  a* 
w h a t  p o i n t  an a p p r o p r i a t e  b a l a n c e  occurs. If legisl a t i v e  or 
e x e c u t i v e  p o l i c y  is w i l l i n g  to a c c e p t  a h i g h e r  r i s k  s i t u a­
tion and deems that i n c r e a s e d  emphasi s s h o u l d  be p l a c e d  on 
the s o c ietal aspects, such d i r e c t i o n  needs to be expressed. 
As a result, however, i n c r eased delinquencies, foreclosures, 
and losses m a y  occur.

C o n s i d e r a t i o n  m a y  also be g i v e n  to chang ing the C o m m e r c i a l  
F i s h i n g  L o a n  A c t  to r e q u i r e  all r e p o s s e s s e d  p e r m i t s  be 
r e t u r n e d  to CFEC, w h o  in turn c o u l d  m a k e  the permits a v a i l­
able to p e rs ons w h o  m e e t  the sta ndards for i n i tial issuance 
(’AS 16.43.250). A r e a s  w h e r e  c o m m e r c i a l  fishing provide s 
the p r i m a r y  e c o n o m i c  b a s e  w h i c h  c a n  be d e t e r m i n e d  to b e  
e c o n o m i c a l l y  d i s t r e s s e d  could be so designated. A p p l i c a n t s  
r e s i d i n g  w i t h i n  these areas w h o  m e e t  CFEC c r i te ria c o u l d  be 
chosen, p e r h a p s  on a l o ttery b a s e d  system, to be g i v e n  the 
r i g h t  of first r e f u s a l  on the p u r c h a s e  of an a v a i lable 
l i m ited e n t r y  permit. (Currently, the C o m m e r c i a l  F i s h i n g  
L o a n  A c t  r e q uires C FRL P to offer CFEC a right of first 
r e f u s a l  at a p r i c e  equal to the a m ount o u t s t a n d i n g  o n  the 
f o r e c l o s e d  n o t e  plus a n y  costs CFRLP d i r e c t l y  i n c u r r e d  in 
a d m i n i s t e r i n g  the loan. This p r o v i s i o n  is r e l a t e d  to the 
CFEC's inactive b u y - b a c k  p r o g r a m  u n d e r  A S  16.43.310 which, 
in the o p i n i o n  o f  the A t t o r n e y  General, offends the c o n­
sti t u t i o n a l  p r o h i b i t i o n  a g ainst d e d i c a t i o n  of funds.)

C o n s i d e r a t i o n  m a y  be g i v e n  to a m e n d i n g  the C o m m e r c i a l  
F i s h i n g  L o a n  A c t  (AS 16.10.335) to p r o v i d e  m o r e  flexibility' 
to CFRLP in a l l o w i n g  b o r r owers in d e f a u l t  w h o  h a v e  p l e d g e d  
permits  as security, g r e a t e r  o p p o r t u n i t i e s  to b r i n g  their 
loans current. Presently,  the law e st ablishes a definite 
timeta ble in f o r e c l o s i n g  on d e f a u l t e d  loans o f  this nature. 
DCED feels they h a v e  less w o r k o u t  c a p a b i l i t y  in these cases 
in o rder to a v o i d  r e p o s s e s s i o n  of the permits.

STATE OF ALASKA -15-
OIVISION OF LEGISLATIVE AUDIT



Though we did not review the effectiveness of CFRLP's rural 
outreach programs, we are aware of efforts made by DCED in 
disseminating loan information throughout the State by 
utilizing other state agency offices located in the rural 
areas. Outreach efforts currently used to inform rural 
Alaska about the commercial fishing loan programs may wish 
to be reviewed to determine if enhancements could be made 
to improve program access in rural areas.

STATE OF ALASKA
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STEVE COWPER, GOVERNOR

DEPARTMENT OF COMMERCE & 
ECONOMIC DEVELOPMENT

P. O. BOX D
JUNEAU, ALASKA 99811-0800 
PHONE: (907) 465-2500

OFFICE OF THE COMMISSIONER

D e c e m b e r  2, 1 9 8 8

T h e  H o n o r a b l e  F r e d  F. Zharoff 

S e n a t o r

A l a s k a  State Legislature 

P.O. B o x  4 0 5  

K o d iak, A K  9 9 6 1 5

D e a r  Fred,

T h a n k  y o u  for y o u r  letter of O c t o b e r  24. I u n d e r s t a n d  y o u r  c o n c e r n  over 

t h e  loss of limited en t r y  p e r m i t s  in t he Bristol B a j r area a n d  appreciate the 
opportunity to w o r k  w i t h  y o u  o n  this issue.

T h e  Division of I n v e s t m e n t s  h a s  p u t  together the following information 
w h i c h  I h o p e  a d e q u a t e l y  a n s w e r s  y o u r  questions:

1. H o w  m a n y  loans h a v e  b e e n  given to Bristol B a y  drift or set net p e r m i t  

holders? W h a t  is t he dollar va l u e  of these loans?

In f o r m a t i o n  o n  pa i d  off loans is n ot retained in our d a t a  base. 

A t t a c h m e n t  A  contains information o n  o u t s t a n d i n g  loans as of 
N o v e m b e r  16,1988.

2. H o w  m a n y  loans w e r e  for boats, a n d  h o w  m a n y  for perm i t s ?

S e e  A t t a c h m e n t  A

3. H o w  m a n y  of these loans w e r e  to Bristol B a y  residents (by g e a r  type, 
a n d  loan type a n d  dollar value?)

S e e  A t t a c h m e n t  B

4. H o w  m a n y  of t he loans u s e d  p e r m i t s  as collateral?

S e e  A t t a c h m e n t  B

5. H o w  m a n y  Bristol B a y  p e r mits h a v e  b e e n  foreclosed on?

N i n e  (9) Bristol B a y  drift gill net p e r m i t s  h a v e  b e e n  repossessed. 

T h i s  re p r e s e n t e d  nine different loans, of w h i c h  three b o r r o w e r s  
r e p u r c h a s e d  their permits.

T h r e e  (3) Bristol B a y  set n et p e r m i t s  h a v e  b e e n  repossessed.

T h i s  represented t w o  different loans, of w h i c h  o n e  b o r r o w e r  
r e p u r c h a s e d  the t w o  p e r m i t s  securing the loan.
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6 . W h a t  h a p p e n e d  to those permits? W e r e  t h e y  auctioned off? H o w  

m a n y  w e r e  p u r c h a s e d  b y  state residents, out-of-state residents, or 
Bristol B a y  residents?

O f  the 12 repossessed permits, five h a v e  b e e n  r e p u r c h a s e d  b y  the 

borrowers. Five p e r m i t s  w e r e  advertised for sale t h r o u g h o u t  the 

state a n d  w e r e  sold to state residents, o n e  of w h i c h  w a s  a  Bristol 

B a y  resident. W e  presently h a v e  t w o  repossessed Bristol B a y  
p e r mits o n  hold.

7. D o e s  the state h a v e  a n y  procedures for foreclosing o n  a  loan that 

e x p a n d  o n  w h a t  is specified in statute? If so, w h a t  a re they?

O u r  division’s policy is that a  d e m a n d  is generally issued w h e n  

t he loan b e c o m e s  9 0  d a y s  delinquent. A  d e m a n d  m a y  b e  issued 
s o oner if the loan is in default for a n y  other violation of the loan 

d o c u m e n t s  w h i c h  places o u r  collateral in jeopardy. A n  e x a m p l e  

of this w o u l d  b e  lack of insurance, or n o n r e n e w a l  of a  vessel 

d o c u m e n t  w i t h  t he C o a s t  G u a r d .

W e  m u s t  follow p r o cedures set out b y  the statutes a n d  courts 

w h e n  actually foreclosing. T h e s e  procedures v a r y  d e p e n d i n g  o n  

w h e t h e r  t h e y  involve a  vessel, real estate, or a  limited entry 
permit.

Pftrmit ForRoloanrfi
T h e  procedures for foreclosing o n  a p e r m i t  statutorily require 

that w h e n  w e  issue a  final d e m a n d  for p a y m e n t ,  the b o r r o w e r  is 

allowed 6 0  d a y s  to bring che loan current a n d  a  total of 1 2 0  d a y s  

to p a y  the loan in full. If the b o r r o w e r  d o e s  n ot fulfill either of 

these requ irements, t he p e r m i t  automatically b e c o m e s  the 

property of the state o n  t he l?lst day. T h e  state is t h e n  required 

to advertise a n d  sell t h e  p e r m i t  to satisfy the loan. H o w e v e r ,  the 

b o r r o w e r  m a y  r e p u r c h a s e  the p e r m i t  at a n y  t i m e  before a n  offer 
is accepted.

Vessel Foreclosure

If a  b o r r o w e r  does not satisfy a  final d e m a n d ,  the case is 

f o r w a r d e d  to the A t t o r n e y  G e n e r a l’s Office for t he preparation of 

the legal d o c u m e n t s  w h i c h  m u s t  b e  filed w i t h  the court. A  

h e a r i n g  is set to a p p r o v e  the order arresting the vessel, a n d  the 

b o r r o w e r  h a s  the opportunity to convince the j u d g e  that the 
vessel s h o u l d  n o t  b e  arrested. If the order arresting the vessel is 

issued, the U.S. M a r s h a l l  will arrest the vessel, a n a  a n  outcry 

auction is held after the required advertising h a s  b e e n  c o m p l e t e d  
b y  the marshal.
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R e a l  Estate Foreclosure

If a  b o r r o w e r  does n ot satisfy a  final d e m a n d ,  the case is 

f o r w a r d e d  to the A t t o r n e y  General's Office. T h e  Attor aey 

G e n e r a l’s Office prepa r e s  the appropriate legal d o c u m e n t s  a n d  a 
sale date is established; the sale is held.

8 . W h a t  is the state’s rationale for u s m g  a  p e r m i t  as collateral v ersus 

selling off the vessel itself?

W h e n  deciding w h a t  collateral to foreclose against, the division 

considers m a n y  factors. T h e  state legally h a s  the ability to 

foreclose o n  a n y  of t he collateral held; h o w e v e r ,  o n e  of the m a j o r  

considerations is the value of the collateral a n d  w h e t h e r  

foreclosure of o n e  piece of collateral w o u l d  satisfy the loam. If the 

va l u e  of a  vessel is insufficient to p a y  the loan in full, t h e n  w e  

w o u l d  foreclose o n  the p e r m i t  first to p r e vent the b o r r o w e r  f r o m  

losing b o t h  vessel a n d  permit. A s  y o u  are a w a r e ,  w h e n  the state 

sells a p e r m i t  a n d  obtains m o r e  for the p e r m i t  t h a n  is d u e  o n  the 

loan, t h e  excess is r e t u r n e d  to the borrower. Thi s  is n ot the case 
w i t h  a n y  other type of foreclosure.

9. W h a t  c h a n g e s  w o u l d  y o u  suggest b e  m a d e  in statute to allow a  

b o r r o w e r  to rectify a  default situation a n d  r e s u m e  regular p a y m e n t s ?

W e  w o u l d  r e c o m m e n d  that t he division b e  given m o r e  discretion 

to w o r k  w i t h  b o r r o w e r s  in cases that involve limited enfay 

permits. I n  m o s t  other types of foreclosures, the b o r r o w e r  h a s  
the opportunity to bring t h e  loan current u p  until the actual 

foreclosure. T h e  statute g o v e r n i n g  p e r m i t  foreclosures, howev e r ,  

only allows t he b o r r o w e r  6 0  d a y s  f r o m  the date of the d e m a n d  to 
bring t he loan current. After t he 6 0 t h  d a y  t he b o r r o w e r  c a n  n o  

longer bring t h e  loan current b u t  instead m u s t  p a y  the loan in 
full within 1 2 0  days. T h i s  limits the Division’s ability to w o r k  

w i t h  a  b o r r o w e r  w h o  fails to contact u s  until after the 6 0 t h  day. 

A l t h o u g h  w e  believe that the 1 2 0 - d a y  t i m e  f r a m e  is reasonable, 

consideration could b e  given to ext e n d i n g  the period d u r i n g  

w h i c h  the b o r r o w e r  c a n  bring the loan current.

10. W o u l d  a  direct p a y m e n t  m e t h o d  b e  feasible, w h e r e  the processors 

d e d u c t  the loan p a y m e n t  f r o m  w h a t  the y  o w e  the f i s h e r m e n  a n d  s e n d  
it directly to the state?

C a n n e r y  a s s i g n m e n t s  h a v e  b e e n  utilized in the past a n d  are still 

u s e d  f r o m  t i m e  to t i m e  in certain cases. T h e y  are not a l w a y s  

reliable, h o w e v e r ,  b e c a u s e  f i s h e r m e n  c a n  choose to sell their 

p r o duct to b u y e r s  n o t  covered b y  tiie assignment, a n d  w e  h a v e  

h a d  little success at enforcing collection in cases w h e r e  the 
c a n n e r y  failed to c o m p l y  w i t h  the t u r n s  of the assignment.
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It s h o u l d  also b e  k e p t  in m i n d  that o n e  of the factors involved in 

the creation of the C o m m e r c i a l  F i s h i n g  loan p r o g r a m  a  n u m b e r  

of years a g o  w a s  to free f i s h e r m e n  f r o m  their d e p e n d e n c e  o n  the 

canneries. Also, relying o n  t he c a n n e r y  to h a n d l e  the b o r r o w e r s’ 

financial obligations could m a k e  it m o r e  difficult for t h e m  to 

learn the financial responsibility a n d  p l a n n i n g  that goes along 
w i t h  obtaining a  loan.

A s  stated in J o h n  W i l l i a m’s letter of S e p  t e m b e r  24th, the D e p a r t m e n t  is 

currently holding off o n  the sale of all limited entry p e r m i t s  that h a v e  b e e n  
repossessed until after the u p c o m i n g  legislative session. I a m  sure y o u  are 

a w a r e  that t he selling price of t h e  Bristol B a y  drift gill n e t  p e r m i t s  h a s  

b e e n  rapidly escalating. W e  are c o n c e r n e d  a b o u t  the state’s liability in 

holding these p e r m i t s  s h o u l d  t h e  m a r k e t  decline before their sale.

F o r  those b o r r o w e r s  w h o  are h a v i n g  difficulty m e e t i n g  their loan 

obligations d u e  to poo r  b u d g e t  m a n a g e m e n t ,  the S m a l l  B u s i n e s s  

Assistance Centers, ( S B A C ’s) a n d  t he S m a l l  B u s i n e s s  D e v e l o p m e n t  

C e n t e r s  ( S B D C ’s) m a y  b e  helpful. G a r y  Selk, w i t h  the S B A C  in 

A n c h o r a g e ,  currently offers a n  o u t r e a c h  p r o g r a m  in the Bristol B a y  area to 

assist b o r r o w e r s  w i t h  their b u d g e t a r y  p r o b l e m s  o n  a  case-by-case basis; h e  

c a n  b e  contacted for further information. Also, the S B D C ’s associated w i t h  

the university could potentially offer similar services, a l t h o u g h  I d o  not 
k n o w  if a  p r o g r a m  is currently in place.

I h o p e  that this information is helpful. Please let m e  k n o w  if there is a n y  

other information that I c a n  provide you.

Sincerely,

\or

xy/y Merculief 
cting C o m m i s s i o n e r

L M / G W / m m 0 3 7 5 t
1 2 0 2 8 8 a

cc: S e n a t o r  J o h n e  B i n k l e y

Representative M i k e  D a v i s  

Representative A d e l h e i d  H e r r m a n n  

P a u l a  Cullenberg, M a r i n e  A d v i s o r y  P r o g r a m  

D e b o r a h  T e n n y s o n ,  B B N A  

G e o r g e  Nelson, Sr.

Jerry Liboff



Attachment A

Original Purpose of Commercial Fishing Loans 

Secured by Bristol Bay Permits 

Based on Loans Outstanding as of November 16, 1988

Purpose of Loan # of Loans

Purchase of Permit 218

Purchase of Vessel 70

Vessel Upgrade 3

Vessel Construction 75

Purchase of Gear 1

Purchase of Permit and Vessel 8

Purchase of Permit and Gear 7

Purchase of Permit, Vessel & Gear 1

Purchase of Vessel and Gear __ a

391

Original Loan Amounts 

$17,960.4 

$ 4,310.6 

$ 95.6

$ 4,965.3 

$ 25.0

$ 955.2

$ 165.2

$ 44.2 ■

$ 512.8

$29,034.3

Prepared by: Division of Investments

December 2, 1988



A t t a c h m e n t  B

Original Purpose of Commercial Fishing Loans 

Secured by Bristol Bay Permits 

To Bristol Bay Residents 

Based on Loans Outstanding as of November 16, 1988

Purpose of Loan # of Loans Original Loan Amounts

Purchase of Permit 46 $ 3,841.8

Purchase of Vessel 46 $ 2,672.3

Vessel Upgrade 1 $ 22.0

Vessel Construction 49 $ 3,022.0

Purchase of Gear 1 $ 25.0

Purchase of Permit and Vessel 1 $ 106.0

Purchase of Vessel and Gear $ 2<?8.,6

149 $ 9,897.7

Note: As of 11/16/88, 75 loans are currently outstanding to Bristol Bay

residents for which permits were not used as collateral to secure the loans. 

The total original amounts of these loans Is $5,640.3. Loan files have not 

been researched to Identify the purpose of tho loans; however, It would be 

fair to assume that the purchase of permits was no± the purpose of any of 
these loans.

Prepared by: Division of Investments
December 2. 1988
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COOPERATIVE EXTENSION SERVICE, UNIVERSITY OF ALASKA, USDA & SEA GRANT COOPERATING

Marine Advisory Program, P. 0. Box 1549, Dillingham, Alaska 9 9 5 7 6

January 2 7 , 1 9 6 9

Karl Ohls, Legislative Assistant 

Senator Fred Zharoff 

Alaska State Legislature 

Pouch v

Juneau, Ak 9 9 8 1 1

Dear Karl,

Here are some thoughts on potential Improvements to the State Fisheries Loan Program after 

discussions with you, Debby Tennyson, and Jerry Liboff.

First, it seems that the Legislature needs to give the State some idea of what they intend the loan 

program to be. Is the loan program designed to give low interest loans to fishermen w h o  are 

unable to qualify for loans elsewhere? Is it also intended to help resident fishermen purchase 

limited entry permits? If both of these questions are true, it seems logical that the State 

should expect a higher percentage of people that are not very experienced with finances and 

therefore m a y  run into trouble making their loan payments. If the State's response to financial 

difficulties is to repossess a permit and auction it off to the general public ( in or out of the 

State), then they have defeated their purpose and in fact, m a y  have caused a financially 

inexperienced person to now lose their livelihood.

If the State's goals are to help resident fishermen become permit holders and improve their 

earnings in the fishery, then the loan program needs to be adjusted In a n u m b e r  of wavs. It 

should be very clear to the loan personnel that taking a permit is the last resort. B y  using the 

permit as collateral the State is protecting itself, but calling in that collateral should be a final, 

drastic measure. The following are some Ideas that m a y  help accomplish this:

Statutorv cnanges -

I. As C o m m e r c e  suggested, change the statute to provide m o r e  flexibility by loan personnel for 

the foreclosure process.

Rationale: mo r e  flexibility would prevent automatic foreclosure and allow loan personnel more 

discretion in working with fishermen.



2. Include in the language that loan personnel must give the fishermen the choice to foreclose on 

either the boat or the permit first. If the fishermen chooses the boat, and the foreclosure does 

not pay off the loan, the remaining balance should be refinanced. After an established time 

period (year or two), if there has been no payment, the permit would be foreclosed on.

Rationale: if the State's goal Is to keep state residents fishing, then every effort must be made 

before the per mit is taken. Once the boat Is foreclosed on, It is likely that a fishermen, faced 

with the loss of the permit, will continue payments. It is m u c h  easier for a fishermen with a 

permit and no boat to continue fishing, than visa versa. Continued fishing means continued 

income and payment of the loan. A  fishermen with a boat but no permit is not likely to make any 

income.

M a n y  fisherman have no other collateral than the boat itself and their fishing permit. There 

needs to be a middle ground in the process before the State seizes a permit that is worth 5 - 6  

times the outstanding debt. The likelihood that a fishermen losing his permit will ever be able 

to purchase another is slim.

3. If a permit must be foreclosed o n , the State should create a set of criteria determining which 

state residents would benefit the most economically by having that permit, a  lottery would be 

used to choose a fishermen meeting that criteria. That individual would be given right of first 

refusal to purchase that permit at fair market value. If he refuses, the offer will go to the next 

from the lottery.

Rationale: Even though the State cannot offer the permit to only state residents, by following a 

set of criteria, they m a y  be able to ensure that those most economically affected would be most 

likely to purchase it. I believe that the State has the authority to do that under permit buy-back 

provisions in the law.

Regulatory changes:

1. Establish and fund an outreach program. The goal of outreach is to publicize the p r o g r a m , 

ensure that those getting loans understand them and can afford them and to provide assistance to 

fishermen having trouble making their payments. Perhaps for high-risk fishermen (defined as 

those having no other source of income in their family), a m o r e  In-depth analysis of their 

financial strength would be in oroer.

Another important aspect of outreach is to assist a fishermen w h o  is having trouble meeting his 

payment schedule. Perhaps w h e n  a borrower requests his second extension, he should be 

r equired to wor k  with a financial counselor In detail to assess the problem and work out a 

solution This counselor’s time could be compensated by the fisherman as an addition to his loan 

amount.

Tnisoutreacn couid possibly be provided by a contracted individual familiar with the fishing 

industry, as opposed to a State employee.



2. As Jerry Liboff suggested, perhaps borrowers should be given the chance to agree on their 

loan application, that the State can seek assistance from outside sources if the loan becomes 

overdue. Perhaps the fisherman could n a m e  someone or som e  entity that should be notified if 

they are having trouble meeting tneir payments.

These ideas m?jy sound overly burdensome to the State. H o w e v e r , If the Fisheries Loan Program 

is m o r e  than a source of low interest loans to Alaskan fishermen, special effort must be made to 

prevent loss of permits. The State must be careful to loan m o n e y  to fishermen w h o  are serious 

about improving their economic situation, but it must also be able to respond to financial 

problems with flexibility and discretion.

I think that most fishermen would support the use of their permits as collateral on loans. I 

believe that the State should realize that often these fishermen have no choice but to use their 

permits and should bend over backward to prevent the foreclosure on a fishermen's livelihood.

I hope so m e  of these suggestions are helpful, Karl. I look forward to a draft of your legislation.

P a u ia  vsui i o i i u c i  y
Marine Advisory Program, Bristol Bay

cc: Representative George Jacko 

Senator Johne Binkley 

Representative Mike Davis 

Commissioner Larry Merculieff

Sincerely,
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