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MEMORANDUM

TO: Senator Richard E lia so n
Chairman
Senate Labor and Commerce Co>mmi£&&e~

FROM: Senator Fred F. Zhar;

DATE: Feb. 6 , 1989

RE: Senate b i l l  82 -  "An Act r e la t in g  to  loan s and len d in g  p r a c t ic e s  o f
the Alaska Commercial F ish in g  and A gricu ltu re  Bank; p rovid in g  an
exem ption fo r  the bank's membership sto ck  and c e r ta in  o ther  
s e c u r i t i e s  is su ed  by the bank from r e g is tr a t io n  under the Alaska 
S e c u r it ie s  Act; and p rovid in g  fo r  an e f f e c t iv e  d a te ."

I r e s p e c t f u l ly  req u est you to  waive the Labor and Commerce Committee r e fe r r a l  
fo r  SB 82 . The b i l l  passed out o f the Senate R esources Committee on Feb. 3 
w ith  f iv e  "do pass" recommendations.

As you know, SB 82 a llow s CFAB to  s e t  up a new fin a n c in g  program fo r  lim ite d  
en try  p erm its , in v o lv in g  loan  p a r t ic ip a t io n  c e r t i f i c a t e s .  CFAB i s  under 
som ething o f a tim e c o n s tr a in t  w ith  regard to  the enactment o f t h i s  
l e g i s l a t i o n .  Even though lim ite d  en try  perm its are bought and so ld  throughout 
the y ea r , the market s e e s  the most a c t iv i t y  and peaks in  the period  between  
e a r ly  March and May. I f  we can pass SB 32 in  a tim ely  manner, CFAB w i l l  be 
a b le  to  have t h i s  program —  which would help  keep lim ite d  en try  perm its in  
A laska — in  p la c e  in  tim e fo r  t h is  y e a r 's  main perm it buying and s e l l in g  
season .

A w aiver o f  the Labor and Commerce r e f e r r a l  would h elp  us meet t h is  d ead lin e  
and ex p e d ite  co n s id e r a tio n  by the Finance Committee, the f u l l  S en ate , and the  
House.

As I understand, the a sp e c ts  o f the b i l l  th at concern the D iv is io n  o f Banking, 
S e c u r it ie s  and C orporations were review ed during the R esources Committee 
h earin g .

Thank you fo r  your co n s id e r a tio n  o f t h is  req u est.
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MEMORANDUM

TO: Senator Richard E liason  
Chairman
Senate Labor and Commerce Committee

FROM:
P

Senator Fred F. Zharoff
C /

DATE: February 8 , 1989

RE: Senate B i l l  82 - "An Act r e la t in g  to  loans and lend in g  p r a c t ic e s  o f  
the Alaska Commei l a l  F ish in g  and A gricu ltu re  Bank; p rovid in g  an 
exemption fo r  the bank's membership sto ck  and c e r ta in  other  
s e c u r i t ie s  is su ed  by the bank from r e g is tr a t io n  under the Alaska 
S e c u r it ie s  A ct; and p rovid ing  for  an e f f e c t iv e  d a te ."

SB 82 would a llow  the Alaska Commercial F ish in g  and A g ricu ltu re  Bank (CFAB) to  
e s ta b lis h  a new program th a t w i l l  help  keep lim ite d  entry perm its in  th e hands 
o f Alaska r e s id e n ts .

The new program w i l l  be e s p e c ia l ly  a p p lica b le  to  those s itu a t io n s  in  which a 
commercial fisherm an w ish es to  l iq u id a te  h is  f is h in g  op eration  by s e l l in g  h is  
or her lim ite d  entry  perm it to  a s p e c i f i c  r e s id e n t  fisherm an — freq u en tly  a 
younger fam ily  member — who has l i t t l e  cash and who, a lo n e , i s  not p erceived  
to  be s u f f i c i e n t ly  cred itw orth y  to  be granted a permit purchase lo a n . Under 
the new program, a s e l l e r  may share in  the c r e d it  r is k  o f  a CFAB-financed 
pormit purchase by u sin g  a p ortion  o f  the s a le  proceeds to  purchase a 
p a r t ic ip a t io n  in  the loan  in v o lv e d . The s e l l e r ' s  f in a n c ia l  in t e r e s t  i s  
p ro tec ted  because o f CFAB's a b i l i t y  to  fo r e c lo s e  i t s  perm it l i e n  in  the event 
o f irrem ed iab le  d e fa u lt .  A lso , i f  d e s ir e d , the s e l l e r  can r e tr ie v e  the permit 
by having the purchaser (th e  borrower) d esig n a te  the s e l l e r  as the person to  
assume the debt in  the event o f d e fa u lt  and fo r e c lo su r e .

As an investm en t, the loan  p a r t ic ip a t io n  c e r t i f i c a t e  w i l l  a llow  the s e l l e r  to  
r e c e iv e  the market in t e r e s t  r a te  on the deferred  p ortion  o f the s a le  proceeds.

The program o f f e r s  an a lte r n a t iv e  to  what i s  commonly c a lle d  "permit 
m igration" or "permit drain" . Under current c ircu m stan ces, a ru ra l permit 
h old er —  unable to  fin d  a lo c a l  fisherm an w ith  the f in a n c ia l  cap a c ity  to  buy 
the perm it — concludes th ere i s  no a lte r n a t iv e  other than to s e l l  the permit 
to  an urban Alaskan or n on resid en t who can r a ise  the cash u p fron t.

The b i l l  a ls o  makes a number o f m isce lla n eo u s amendments to  CFAB's s ta tu te .  
The s e c t io n s  r e la te d  to the program described  above are Sec. 2 , ( f )  in  Sec. 3 , 
S ec. 6 , and Sec. 9.
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The fo llo w in g  backup in form ation  i s  a ttach ed :

1. S e c t io n a l a n a ly s is .

2 . Department o f Commerce and Economic Development p o s it io n  paper 
and f i s c a l  n o te .

3 . L e tte r  from Mr. Bruce Twomley, chairman o f the Commercial 
F ish e r ie s  Entry Commission.

4 . 1987 Annual Examination Report prepared by the D iv is io n  o f  
Banking, S e c u r i t ie s ,  Small Loans and C orporation.

5 . CFAB 1988 Annual R eport.
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SECTIONAL ANALYSIS

Senate B i l l  No. 82 -  "An Act r e la t in g  to  loans and len d in g  p r a c t ic e s  o f  the
Alaska Commercial F ish in g  and A g r icu ltu re  Bank; prov id ing  
an exem ption fo r  the bank's membership sto ck  and c e r ta in  
other s e c u r i t i e s  issu ed  by the bank from r e g is tr a t io n  
under the Alaska S e c u r it ie s  A ct; and p rovid in g  fo r  an 
e f f e c t iv e  d a te ."

SECTION 1 PURPOSE.

E xplains the r a t io n a le  behind the b i l l .

SECTION 2

New paragraph (12) added to  4 4 .8 1 .2 1 0 (a ) .

G ives CFAB the power to  is s u e  loan  p a r t ic ip a t io n  c e r t i f i c a t e s .

SECTION 3

New su b sec tio n s  (e ) and ( f )  added to  4 4 .8 1 .2 3 0 .

(e) A llow s a borrower to  p ledge more than one lim ite d  en try  perm it a. 
s e c u r ity  fo r  a lo a n . T his w i l l  be o f b e n e f it  to  fisherm en who have 
m u ltip le  perm its and are tr y in g  to  expand th e ir  o p era tio n s . They 
w i l l  be a b le  to  use th e ir  lim ite d  en try  perm its as f in a n c ia l  a s s e t s  
to  le v f  .age the funds they need to  purchase v e s s e l s ,  g ea r , e t c .  
They can d iv e r s i fy  and spread f ix e d  c o s t s  over more f i s h e r i e s .  This 
w i l l  be o f  p a r t ic u la r  b e n e f it  to  fisherm en who have l i t t l e  
l iq u id i t y ,  but s u b s ta n t ia l  e q u ity  in  e x i s t in g  p erm its.

( f )  A llows a borrower to  nominate another person  to  assume the debt on a 
perm it loan . This way the in d iv id u a l who h o ld s a loan  p a r t ic ip a t io n  
c e r t i f i c a t e  can take over the loan  in  the case  o f fo r e c lo s u r e .

SECTION 4

Amendment to  su b sec tio n  (b) in  4 4 .8 1 .2 3 5 .

C orrects an o v e r s ig h t in  the e x is t in g  s ta tu te  by a llo w in g  a loan  
made to  purchase a lim ite d  en try  perm it to  be in clud ed  when a s in g le  
perm it i s  pledged to  secu re m u lt ip le  lo a n s .
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SECTION 5

Amendment to  s u b s e c tio n  (c ) in  4 4 .8 1 .2 3 5 .

C o r re c ts  an o v e rs ig h t in  the  e x is t in g  s ta tu te  by a llo w in g  CFAB to  
re f in a n c e  a lo a n  w h ich i s  made to  purchase a l im i t e d  e n t r y  p e rm it . 
Under the c u r re n t s t a t u t e ,  CFAB may a ccep t a p e rm it as c o l l a t e r a l  
when re f in a n c in g  lo an s f o r  f is h in g  v e s s e ls , f is h in g  g e a r , n e t n e t 
s i t e s ,  and w o rk in g  c a p i t a l ,  b u t n o t lo a n s wh ich a re  fo r  the purchase 
o f a p e rm it .

SECTION f>

Amendment to  s u b s e c tio n  (b ) in  4 4 .8 1 .2 5 0 .

Makes t h is  s e c t io n  o f the  e x is t in g  CFAB s ta tu te  c o n s is te n t w ith  the 
amendment in  pa rag raph ( f )  o f S e c t io n  3 , above , by i ie lu d in g  a 
re fe re n c e  to  the n om in a tio n  o f a person to  assume d e b t.

SECTION 7

Amendment to  s u b s e c tio n  (d ) in  4 4 .8 1 .2 5 0 .

Adds re fe re n c e  to  lo a n s  f o r  the  purchase o f l im i t e d  e n try  p e rm its  to  
the  s ta tu te  re g a rd in g  CFAB's le g a l r i g h t s  d u r in g  fo r e c lo s u re .

SECTION 8

New s u b s e c t io n  (e ) added to  4 4 ,8 1 .2 5 0 .

D e s c r ib e s  th e  p ro cedu re  CFAB s h a l l f o l lo w  when i t  has repossessed a 
l im i t e d  e n t r y  p e rm it .

SECTION 9

Nev pa rag raph (12 ) added to  4 5 .5 5 .1 4 0 (a ) .

Exempts CFAB from  th e  s t a t e 's  s e c u r i t ie s  r e g i s t r a t io n  re q u irem e n ts . 
T h is  re s to re s  th e  exem p tion CFAB had in  s ta tu te  when i t  was 
o r i g i n a l l y  c re a te d . The exem p tion is  c u r r e n t ly  g ra n te d  to  banks , 
sa v in g s  i n s t i t u t i o n s ,  sa v in g s  and lo a n  a s s o c ia t io n s , t r u s t  
com pan ies, fo r e ig n  gove rnm en ts , employee b e n e f i t  p la n s , in su ra n ce  
compan ies, c r e d i t  u n io n s , n o n p r o f i t  o rg a n iz a t io n s , and o th e rs . The 
exem p tion w i l l  a l lo w  CFAB to  o f f e r  lo a n  p a r t i c ip a t io n  c e r t i f i c a t e s  
and remove the  q u e s t io n  o f w he th e r t h i s  t r a n s a c t io n  must comply w ith  
th e  e x te n s iv e  re q u irem e n ts  f o r  s e c u r i t ie s  r e g i s t r a t io n .  CFAB w i l l  
s t i l l  be s u b je c t to  a nnua l a u d i ts  by th e  D iv is io n  o f B ank ing , 
S e c u r i t ie s  and C o rp o ra t io n s , an in dependen t o u ts id e  a u d i to r ,  and, 
upon le g i s la t i v e  in s t r u c t i o n ,  by th e  L e g is la t iv e  A u d it D iv is io n ,  as 
p ro v id e d  f o r  in  4 4 .8 1 .2 7 0 .

SECTION 10

Immediate effective date.



C O M M K K C IA L  F I S H E R I E S  E N T R 1  C O M M IS S IO N  /

STEVE COW PER, GOVERNOR

P.O. BOX l(B
JUNEAU, ALASKA 99911-0302 
PHONE: (907) 465^061

January 11, 1989

The Honorable Fred F. Zharoff 
Alaska State Legislature 
M/S 3100

Re: CFAB Legislation
SB 82

Dear Senator Zharoff:

Thank you for the opportunity to review your legislation introduced 
on behalf of the Alaska Commercial Fishing and Agriculture Bank, which I 
understand has become SB 82.

CFAB's president, Mr. Ed Crane, developed the idea behind the 
legislation about a year ago, and we have discussed the proposal with him 
a number of times since then. We are very pleased that CFAB perceived the 
need and took the initiative to develop this remedy. We also commend you 
for having introduced this legislation.

SB 82 appears to the Entry Commission to be sound. For those Alaskan 
fishermen wishing to take advantage of such an opportunity, this 
legislation should be helpful. In direct response to your question, we 
would be happy to support this legislation. Please do not hesitate to 
contact us, if we can provide you with any further information.

Cordially,

COMMERCIAL FISHERIES ENTRY COMMISSION

cc: Bob Evans
Deputy Chief of Staff 
Office of the Governor 
M/S 0101

Bruce Twomley, Chairman 
Rich Listowski, Commissioner 
Phil Smith'T Comra-fssiojier

11-K28LH
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SB 82: An Act relating to loans and lending practices of
the Alaska Commercial Fishing and Agriculture Bank.

The banking section is neutral on this measure. The intent is 
to facilitate transfers of Limited Entry Permits held as loan 
security by CFAB. This bill will remove CFAB from securities 
law regulation for issue of its stock and/or other securities 
in conjunction with loans to members.

Commissioner

Pate:

0259V
011889A



STATE OF ALASKA
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BILL VERSION:
PUBLISH DATE:

-SB 82
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R E Q U E S T :
FISCAL NOTE

Revision D a te :___________ ___________________
Title: Commercial Fishing and Aqri- 

culture Bank

Agency Affected: Commerce & Econ. Dev. 
B R U . Banking and Securities ~

S ponso r: Zarhoff. Sturgulewski. et al 
Requestor:Senate Resources______________

C om ponents: .SgC U ri.li.igS

E X P E N D IT U R E S /R E V E N U E S : (Thousands of Dollars)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
L/ND A STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

CAPITAL - 0 - - 0 - - 0 - - 0 - - u - - 0 -

REVENUE - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -  I

F U N D IN G : (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL - - 0 - - 0 - - 0 - TT-

P O S IT IO N S :

FULL-UME
PART-TIME
TEMPORARY

-0- -0- -0- -0- -o- -|o-
.....

1

A N A LY SIS : (Attach a separate page if  necessary)

No fiscal impact.

Prepared b y : L .P .  Carroll, Senior Securities Examiner pfro n e . 465-2521________
Division : Banking and Securities_____________________ _  ; 01 /l7/89

Approved by C om m issioner: L a r r y  M e r c u l i e f f  S '  . f I ( ? / / ? ? ?
Agency: Dept, of Commerce and Econmic Development

Distribution (by p reparer) :
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget ,  ,
Impacted Agency(ies) pagc ■— -  of —
mm0595t 
011789a


