


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

R e p r e s e n t a t i v e  M i k e  N a v a r r e

Co-Chair 
House Finance Committee 

P.O. Box V 
Juneau, Alaska 99811 

(907) 465-3779

April 11, 1991 

M e m o r a n d u m

F R O M :  Representative M i k e  Nav;

S U B J E C T :  H o u s e  Bill 111 A n  Act relating to the lending authority a n d  

loans of the C o m m e r c i a l  Fishing a n d  Agriculture B a nk; a n d  providing for a n  

effective date.

I w o u l d  like to request a  hearing o n  H B  111 at your earliest convenience.

It p a s s e d  out of L a b o r  a n d  C o m m e r c e  o n  April 5, with 3 d o  p a s s  a n d  3 no 

r e c o m m e n d a t i o n .

U n d e r  current statute C F A B  c a n  only extend loans to its m e m b e r s .  This 

c h a n g e  in statue will allow C F A B  to m a k e  small loans (under $25,000) to 

n o n - m e m b e r s .

This bill will allow C F A B  to serve the financial n e e d s  of A l a s k a  

c o m m e r c i a l  fisherman in W e s t e r n  A l a s k a  a n d  in fisheries s u c h  as 

A l u e t i a n - Y u k o n - K u s k o k w i m  fisheries.

M e m b e r s h i p  in C F A B  involves the p u r c h a s e  of capital stock, extensive 

documentation, a n d  a  recordkeeping a n d  c o m m u n i c a t i o n s  b u r d e n  whi c h  are 

costly to all involved. This bill r e d u c e s  this dramatically.

This bill also e x p a n d s  the ability to u s e  entry permits a s  collateral to 

p r o p o s e d  small loans. This h a s  b e e n  a  longstanding practice with C F A B .
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H B  111: "A n A c t r e la t in g  to  th e  le n d in g  a u th o r i ty  a n d  lo a n s  o f  th e
C o m m erc ia l F ish in g  a n d  A g ric u ltu re  B a n k ; a n d  
p ro v id in g  fo r  a n  effective  d a te ."

T h e  d e p a r tm e n t en co u rag e s  th e  in te n t  to  fo s te r  f u r th e r  d ev e lo p m en t o f o u r  
com m e rc ia l f ish e rie s  in d u s try , esp ec ia lly  g e o g rap h ic  a r e a s  w h ich  m ay  
d iscou rage  n o rm a l le n d in g  so u rces . I t  is  o u r  u n d e r s ta n d in g  t h a t  th is  ty p e  o f 
d ev e lo p m en t a c tiv ity  is  th e  fo u n d a tio n  u p o n  w h ich  C FA B  w a s  b u i l t

W e do q u e s tio n , b u t  a re  n o t opposed  to , th e  e x em p tio n  p ro v is io n s  o f  m em b ersh ip  
to  be q u a lified  fo r a  loan . O ne  o f  th e  fu n d a m e n ta l  e le m e n ts  in  th e  w ell-being  o f 
a n y  co o pera tive  is  th e  s u p p o r t  o f i ts  m e m b e rs  a n d , in  tu r n ,  th e  coop’s  
m em b ersh ip  serv ice . I t  m a y  h e  in  th e  b e s t  in te r e s t  o f  n o t on ly  th e  success  o f 
CFAB b u t  f ish e rie s  d e v e lo p m en t to  e x p an d  m e m b e rsh ip  r a th e r  th a n  d ilu te  it.

T h e  d e p a r tm e n t e n co u rag e s  p a s sa g e  o f H B  111.

O lds, C o m m issio n e r

&
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D IV IS IO N  O F  L E G A L  S E R V I C E S

L E G I S L A T I V E  A F F A I R S  A G E N C Y  

S T A T E  O F  A L A S K A
O. Max )' Juneau, Ahuka W8II 

<907) 465-J867 or 165-2-150 
MX <907) 465-2029

Deliveries to: 240 Main Street 
Court 1‘laza. Room 500 

Mail Slop JlOl

M E M O R A N D U M February 22, 1991

SU BJECT: House Bill 111, expanding the lending authority of the 
Commercial Fishing and Agriculture Bank -- sectional analysis

TO: R epresentative Mike Navarre 
ATTN: Tom

FR O M : Jack Chenowe 
Legislative Co

U nder curren t law, the Commercial Fishing and Agriculture Bank issues m em bership 
stock and the bank’s authority to make loans extends only to its members.

Bill section 1 adds a new section to the statutes establishing the Commercial Fishing 
and A griculture Bank to authorize the bank to m ake small loans to qualified 
borrow ers who are not bank members. The loans are authorized "to facilitate the 
developm ent of comm ercial fisheries in geographic areas in which factors . . .  do not 
encourage norm al lending activities." A small loan authorized by the section may not 
exceed $25,000, and the total am ount of bank assets that may be m ade available as 
small loans may not exceed 8% o f the bank’s capital. Small loans may be m ade for 
any purpose for which the bank is currently allowed to m ake leans. Because of 
p robable limited loan dem and from residents of sparsely populated areas, the section 
authorizes the bank to contract for the servicing of these loans and sets param eters 
as to whom the bank may contract with.

T he rem aining changes include both collateral am endm ents and changes requested 
by the bank (or recom m ended by this office) to change the statutes applicable to the 
bank to improve its lending practices.

As a prerequisite  to a Commercial Fishing and Agriculture loan for the purchase of 
a limited entry perm it under current law, the Commercial Fishery Entry Commission 
must first certify that the borrower qualifies as a perm it transferee. Bill section 2



extends that requirem ent to limited entry perm its that would be purchased under the 
proposed small loan program .

C urrent law spells out conditions under which a limited entry perm it may be used as 
loan collateral. The am endm ent m ade by hill section 3 adding a reference to 
"AS 44.8 i .225" expands the ability to use entry permits as collateral to proposed small 
loans. (The inclusion of reference in the sam e bill section to "AS 44.81.235" is 
rem edial and is intended to expand the existing procedure under which the bank 
acquires a perm it lien to the statute under which the bank may m ake loans for 
fishing-related needs o ther than for the purchase of a limited entry perm it. The 
o ther word changes set out in the bill section are by way of clean-up.)

With its addition of a reference to "AS 44.81.225," bill section 4 expands the remedy 
o f current law by which a loan debtor may avoid foreclosure of a limited entry perm it 
given as security for a bank loan by nom inating another person to assum e the note 
to entry perm its offered as collateral for small loans. (Again, the inclusion of 
reference in the sam e bill section to "AS 44.81.235" is intended to m ake the 
foreclosure-avoidance rem edy applicable to bank loans for fishing-related needs o ther 
than for the purchase o f a limited entry perm it.)

T he principal purpose of bill section 5 is to extend the bank’s general deficiency 
collection rights to small loans m ade under AS 44.81.225. (In addition, as a 
recom m ended drafting change, by the inclusion of reference to "AS 44.81.235," this 
bill section would confirm the bank’s collection rights to bank loans for fishing-related 
needs o ther than for the purchase of a  limited entry perm it.)

Bill section 6  gives the m easure an im m ediate effective date.

R epresentative Mike Navarre
February 22, 1991
Page 2
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Revision Date: ____________________________
jilie: An Act relating to the lending

authority and loans of CFAB
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Rep. Navarre
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(H) Publish Date: 4 / 5 / 9 !

Department Aftected: Commerce & Economic Dev.
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Expenditures/Revenues: (ThouSi’"d s  of Dollars)

OPERATING FY 92 FY 93 FY 94 FY 95 FY 90 FY 97

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TO TAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 1 0 . 0 0 0

C
REVENUE 0 0 I.  0 . 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER

TO TAL 0 0 0 0 0 0

POSITIONS:

FULL-TIM E 0 0 0 0 0 0

PART-TIM E

TEMPORARY

Estimate of current year impact:.

Prepared By: ^ I H s T T  K irkpatrick . D irec to r___________  Phone: 465-2521
Division: Banking, S e c u ritie s  & C o rp o r a t io n s ^ /  Data: 2 /28 /91___________

Approved by Commissioner: Glenn A. Olds Sgte- /k s r
Agency: Department of CoiTwerce A Economic Development______ Date: D -2r - ? /

Distribution (by preparer): Legislative Finance. Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
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MEMBER ASSOCIATIONS

Alaska C rab Coalition 
Alaska Independen t Fisherm en 's 

Marketing Association 
Alaska Longline Fisherm an 's 

Association 
Alaska Trollers Association 
Bering S ea  F isherm en 's Association 
Bristol Bay Driftnetters Association 
C oncerned Area 'M ' Fisherm en 
Cook Inlet A quaculture Association 
Copper River F isherm en 's C ooperative 
Cordova District F isherm en United 
Kenai Peninsula F isherm en 's Association 
North Pacific F isheries Association 
Northern S outheast Regional 

Aquaculture A ssociation 
Peninsula Marketing Association 
Petersburg Vessel O w ners Association 
Prince William S ound

Aquaculture Association 
Prince William S o u n d  S einers Association 
Seafood Producers C ooperative 
Southeast Alaska Seiners 
Southern S ou theast R egional 

Aquaculture A ssociation 
United Cook Inlet Drift Association 
United S outheast Alaska Gillnetters 
W estern Alaska C ooperative 

Marketing Association

UNITED FISHERMEN OF ALASKA

211 4th Street. Suit 112 
Juneau. AK 99801 

907-586-2820 
Fax# 907-463-2545

F e b r u a r y  26, 1 9 9 1

P O S I T I O N  P A P E R  I N  S U P P O R T  
O F  H O U S E  B I L L  111

T h e  U n i t e d  F i s h e r m e n  o f  A l a s k a  
w h o l e h e a r t e d l y  s u p p o r t s  H o u s e  B i l l  111.

T h i s  p r o p o s e d  l e g i s l a t i o n  w o u l d  b r o a d e n  t h e  
l e n d i n g  c a p a b i l i t i e s  o f  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  Bank, f r o m  t h e  
s t a n d p o i n t  t h a t  f o r  l o a n s  u n d e r  $ 2 5 , 0 0 0 ,  t h e  
s m a l l  b o r r o w e r  w o u l d  n o t  h a v e  t o  b e c o m e  a 
m e m b e r  o f  t h i s  c o o p e r a t i v e  b a nk.

T h e  s i m p l i f i c a t i o n  o f  t h e  l e n d i n g  p r o c e d u r e  
w o u l d  b e  p a r t i c u l a r l y  b e n e f i c i a l  t o  t h e  
f i s h i n g  i n d u s t r y  i n  W e s t e r n  A l a s k a  w h e r e  t h e  
p o t e n t i a l  b o r r o w e r  m i g h t  b e  i n t i m i d a t e d  b y  
t h e  i n v o l v e d  c o n c e p t  a n d  p a p e r  w o r k  i n v o l v e d  
in  b e c o m i n g  a m e m b e r  o f  t h e  b a n k .  I t  w o u l d  
a l s o  p r o v i d e  a n e e d e d  s e r v i c e  t o  t h e  f i s h i n g  
i n d u s t r y  w h e r e  l o a n s  a r e  n o t  a l w a y s  r e a d i l y  
a v a i l a b l e  f o r  n e c e s s a r y  i m p r o v e m e n t s .

T h e  e i g h t  p e r c e n t  c a p  p r o v i d e d  i n  t h e  
l e g i s l a t i o n  w o u l d  p r e v e n t  C F A B  f r o m  a d v e r s e­
ly  a f f e c t i n g  t h e  o t h e r  c o m m e r c i a l  l e n d i n g  
i n s t i t u t i o n s  w h i l e  p r o v i d i n g  a n e e d e d  
s e r v i c e  t o  A l a s k a n  c o m m e r c i a l  f i s h e r m e n .

T h e  U n i t e d  F i s h e r m e n  o f  A l a s k a  u r g e  y o u  t o  
s u p p o r t  t h i s  n e e d e d  s e r v i c e  t o  t h e  c o m m e r­
c i a l  f i s h i n g  i n d u s t r y .
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M a r c h  22, 1991

S e n a t o r  Fr ed Zharoff 
Post O f f i c e  B o x  V  
Juneau, A l a s k a  99811

S i

L.L I -O.

D e a r  S e n a t o r  Zharoff,

For t h e  C o m m u n i t y  E n t e r p r i s e  D e v e l o p m e n t  C o r p o r a t i o n  of A l a s k a  
and its members, I w i s h  to v o i c e  o u r  s u p p o r t  for S e n a t e  B i l l  No. 
92. This Bill, if passed, w o u l d  a l l o w  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 g r i c u l t u r e  Bank to m a k e  $ 2 5, 000 c o m m e r c i a l  f i s h i n g  
loans.

Pl e a s e  a l l o w  m e  to tell y o u  s o m e t h i n g  a b o u t  C o m m u n i t y  E n t e r p r i s e  
D e v e l o p m e n t  C o r p o r a t i o n  of A l a s k a  ( C E D C ) , CEDC, f o r m e d  b y  the 
F e d e r a l  G o v e r n m e n t  in 1968, is a n o n - p r o f i t  o r g a n i z a t i o n  d e s i g n e d  
to p r o m o t e  e c o n o m i c  d e v e l o p m e n t  in r ura l Alaska. W e  h a v e  168 
r ural o r g a n i z a t i o n s  w h o  are m e m b e r s  of CEDC, and t h e  g e o g r a p h i c  
a r e a s  w h i c h  o u r  m e m b e r s  c o m e  f r o m  r ange fro m S itka to Barrow.

One of the p r o g r a m s  w h i c h  w e  have, a n d  is p e r h a p s  the m o s t  
v i s i b l e  one in rural A l a s k a  is o u r  E D A  B o a t  Loan  Program. CEDC 
i n h e r i t e d  this p r o g r a m  from the A l a s k a  N a t i v e  F o u n d a t i o n  in 1983. 
It is n o w  the m o s t  c r e d i t a b l e  F e d e r a l  L o a n  P r o g r a m  in rural 
Alaska. T h i s  p r o g r a m  gives W e s t e r n  A l a s k a  F ishermen, w h o  
o t h e r w i s e  c o u l d  n o t  q u a l i f y  for a c o m m e r c i a l  b a n k  loan, 
a l t e r n a t i v e  f i n a n c i n g  for t h e i r  boats. S i n c e  1983, n i n e t y  four 
f i s h e r m e n  r e c e i v e d  f i n a n c i n g  w o r t h  $ 1 , 1 2 3 , 9 7 3  for b o a t s  a n d  g e a r  
fr o m  CEDC.

O u r  p r o g r a m  has, and w i l l  c o n t i n u e  t o  h a v e  a p o s i t i v e  e c o n o m i c  
i m p a c t  in W e s t e r n  Alaska. However, we d o  h a v e  r e s t r i c t i o n s  w i t h  
th i s  program, and this is w h y  w e  s u p p o r t  S e n a t e  Bill N o . 92.

O u r  l o a n  fund is small, and on an a v e r a g e  we can o n l y  m a k e  10 n e w  
b o a t  loans p e r  year. We c a n n o t  m a k e  l o a n s  o u t s i d e  of W e s t e r n  
Alaska. Also, b e c a u s e  we c a n  n o t  t a k e  f i s h i n g  p e r m i t s  as 
collateral, w e  do not make p e r m i t  loans. W i t h i n  o u r  s e r v i c e  area 
the a v e r a g e  fishing p e r m i t  is w o r t h  from $ 1 2 , 0 0 0 -$2 5,000.

C ED C
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C E D C  a n d  C F A B  share a c o m m o n  interest w i t h  c o m m e r c i a l  fishermen. 
W e  b o t h  w o u l d  like to see fishermen m e e t  t h e i r  goal of self- 
s u f f i c i e n c y ,  If this bill passes, this goal will be m o r e  
a t t a i n a b l e  f o r>th e small b o a t 1 fishermen.

Sincerely,

area.

P e r r y  R. E a t o n  
P r e s i d e n t  & CEO



W h a t  is C F A B ?

Alaska Commercial Fishing and Agriculture Bank 
(CFABI began operations in I9H0 Its sole mission is to 
provide financing of all kinds to the commercial fishing 
industry and the agriculture industry (including timber) 
in Alaska.

W h a t  k i n d s  o f  l o o n s  a n d  r e p a y m e n t  

p r o g r a m s  a r e  a v a i l a b l e  f r o m  C F A B ?

CFAB can make loans for almost any fishing-related or 
farming-related purpose. The most common purposes 
are the purchase, modification, or refinancing of a vessel; 
purchase of a limited entry permit: gear, engine, or 
equipment replacement or upgrade: general operating 
capital: and fish processing, etc. There are no "standard" 
repayment terms or programs — we work with each ap­
plicant to determine a repayment schedule appropriate 
to that particular loan transaction.

W h o  m a y  b o r r o w  f r o m  C F A B ?

In order to be eligible for consideration as a CFAB 
borrower, an applicant must be commercially involved 
in one of the industries mentioned earlier. An ind’vidual 
applicant must be a bona fide Alaska resident. A part­
nership must be comprised of Alaska residents. If the 
applicant is a corporation, the majority ownership and 
control must rest with Alas' ans. There are some excep­
tions to the latter rule for companies which are involv­
ed in shorebased fish processing.

Eligibility, however, is only a first step. To obtain a 
CFAB loan, an applicant must be found by CFAB to be 
capable and creditworthy within the context of the 
specific loan request. The standards used by CFAB are 
essentially the same as those of any responsible lender. 
However, CFAB's specialized purposes, and the ex­
perience we have gained, may permit us to consider a 
broader range of applicants than do most other 
lenders.

W h o  oiwis C F A B ?

CFAB is a cooperative This means that each borrower 
becomes an owner through a modest purchase of CFAB 
stock when a loan is m ade The State of Alaska is also 
an owner. CFAB was established by a special Alaska 
statute and the State made an initial investment of "seed 
money" — that money is expected to be returned to the 
State as borrowers- ownership grows.

D d c s  t h a t  m e a n  t h e  S t a t e  o p e r a t e s  C F A B ?

CFABs statute provides for it to be operated as a 
private cooperative rather than as a State agency. Its 
basic |)olicies and directions are established by a seven- 
person Board of Directors, which hires professional 
management and staff to operate the business Five of 
the Directors must be borrower-owners of CFAB and are 
elected by the total borrower-ownership. The other two 
Directors are appointed by the Governor of Alaska All 
Directors terms are lor three years CFAB holds an 
ownership meeting each year - borrower-owners have 
the opportunity to vote on important matters, to receivp 
reports from Directors and management, and to elect 
Directors The State's stock is non-vcting, although CFAB 
provides periodic reports to State officials.

W h e r e  d o e s  C F A B  g e t  its m o n e y  to l o a n ?

CFAB is not limited as to its source of funds. Since its 
inception. CFAB has borrowed funds for re-lending from 
the Federal Farm Credit System.

W h a t  is C F A B ’s interest r a t e  a n d  h o w  is it s e t ?

Although CFAB occasionally makes fixed rate loans, 
the vast majority of its loans are on a variable rate basis. 
That is. the rate will change — up or down — as CFAB s 
costs change. There is no single initial rate — the initial 
rate is based on the kind of loan involved. Most impor­
tant, we use a procedure to objectively analyze the 
credit-worthiness of each individual applicant, which per­
mits us to offer the most favorable interest rates to the 
most desirable risks CFAB's interest rates overall are set 
to provide sufficient income to pay its own interest costs 
and operating expenses and to provide a small margin. 
Since CFAB is a cooperative, any margin which is actually 
produced is either returned to the borrower-owners or 
otherwise used to their benefit.

-  EXCERPTED FROM A CFAB BROCHURE. -
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M a r c h  27, 1 9 9 1

TO: REP. D A V I D  F I N K E L S T E I N ,  C H A I R M A N
L A B O R  A N D  C O M M E R C E  C O M M I T T E E

FM: REP. I V A N  M. I V A N

RE: H B  1 1 1  S u b c o m m i t t e e

Reps. P a r n e l l ,  T a y l o r ,  a n d  I m e t  o n  M a r c h  11, 1991, r e g a r d i n g  
H B  111 a n d  f o l l o w i n g  d i s c u s s i o n  r e c o m m e n d  t w o  a m e n d m e n t s .

1. S e c t i o n  1(a): d e l e t e  "... in g e o g r a p h i c  a r e a s  in w h i c h  f a c t o r s  
s u c h  a s . . . "  a n d  i n s e r t  "w h e r e " in its p l a c e .

2. S e c t i o n  1(d): add, " a p r o f i t  o r  n o n p r o f i t  N a t i v e  c o r p o r a t i o n ", 
t o  t h e  s e n t e n c e ,  "... t h e  b a n k  m a y  c o n t r a c t  o r  m a k e  o t h e r  
a r r a n g e m e n t s  w i t h  a p u b l i c  a g e n c y ,  ..., o r  a n o t h e r  l e g a l  e n t i t y . .."

A  c o m m i t t e e  s u b s t i t u t e  h a s  b e e n  d r a f t e d  w i t h  t h e  r e c o m m e n d e d  
c h a n g e s  a n d  R e p s .  P a r n e l l ,  T a y l o r ,  a n d  I r e c o m m e n d  its a d o p t i o n .

I b e l i e v e  t h e  c o n c e r n s  r e g a r d i n g  H B  1 1 1  a t  t h i s  l e v e l  h a v e  
b e e n  a d d r e s s e d  a n d  is r e a d y  f o r  c o n s i d e r a t i o n  b y  t h e  fu l l  
c o m m i t t e e .

C o p i e s :  L a b o r  & C o m m e r c e  c o m m i t t e e  m e m b e r s  
R e p s .  P a r n e l l  a n d  T a y l o r
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A l a s k a  S t a t e  L e g i s l a t u r e
R e p r e s e n t a t i v e  M i k e  N a v a r r e

Co-Chair 
House Finance Committee 

P.O. Box V 
Juneau, Alaska 99811 

(907) 465-3779

February 22, 1991 

M e m o r a n d u m

T O :  Representative David Finkleste air L & C  C o m m i t t e e

S U B J E C T :  H o u s e  Bill 111 A n  Act relating to the lending authority 

a n d  loans of the C o m m e r c i a l  Fishing a n d  Agriculture Bank; a n d  

providing for a n  effective date.

P U R P O S E  of H B  111

U n d e r  current statute C F A B  c a n  only extend loans to its m e m b e r s .  

This c h a n g e  in statute will allow C F A B  to m a k e  small (under 

$25,000.00) loans to n o n - m e m b e r s .

B eng.ti,t.s_pf_t,h.i.s_Le.gisJatiQ.n

1. Effective Service- This legislation will allow C F A B  to serv 

the financial n e e d s  of A l a s k a  c o m m e r c i a l  fishermen in W e s t e r n  

A l a s k a  a n d  in fisheries s u c h  as the A l u e t i a n - Y u k o n - K u s k o k w i m  

fisheries.

2. R e d u c e  B u r d e n -  M e m b e r s h i p  in C F A B  involves the p u r c h a s e  of 

capital stock, extensive documentation, a n d  a  recordkeeping a n d  

c o m m u n i c a t i o n s  b u r d e n  w h i c h  are costly to all involved. This bill 

r e d u c e s  this b u r d e n  dramatically.

3. C o n f i r m  L o n g s t a n d i n g  Practice- E x p a n d s  the ability to u s e  

entry permits as collateral to p r o p o s e d  small loans. This h a s  b e e n  a 

longstanding practice with C F A B .

F R O M :  Representative M i k e  Navarr

DISTRICT 5
34824 K-Beach Road • Soldo! na. AlaiLa 99669 • (907)262-7842

Cj
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F e b r u a r y  2 1 ,  1 9 9 1

Draft B a c k g r o u n d  - Sectional Analysis Provided by C F A B  

H o u s e  Bill 111

T h e  overall p u r p o s e  a n d  intent of Section 1 is to o p e n  up potential a v e n u e s  

a n d  opportunities for C F A B  to m o r e  effectively serve the financial n e e d s  

of A l a s k a  c o m m e r c i a l  fishe m a n  in W e s t e r n  Alaska a n d  in fisheries such 

as those k n o w n  as the Aleutian-Yukon - K u s k o k w i m  ( A Y K )  fisheries. T h e s e  

fisheries typically require a  relatively small capital investment a n d  the 

financing n e e d s  are c o m m e n s u r a t e l y  modest. C F A B  intends to offer to 

public, non-profit, and/or private a g e n c i e s  in those fisheries or 

g e o g r a p h i c  areas the opportunity to process, service, and/or participate in 

small loans to local c o m m e r c i a l  fisherman.

P a r a g r a p h s  (b) anci (c) are to establish param e t e r s  a n d  to m a k e  clear the 

intent that C F A B ’s activity u n d e r  this section will b e  a limited portion of 

its total business a n d  not a  potential b u r d e n  to the structure a n d  p u r p o s e s  

m a n d a t e d  by A S  44.81 in total. T h e  a m o u n t  of C F A B ' s  total capital will 

vary ( p r e s u m a b l y  u p w a r d )  over time. It is presently abo u t  $ 3 7.0 million, 

so the potential extent of this effort w o u l d  not e x c e e d  approximately 

$ 3 , 0 0 0 , 0 0 0 .

P a r a g r a p h  (b) (1) is the only part of this legislation whi c h  provides an 

opportunity or feature whi c h  C F A B  d o e s  not n o w  have. C F A B  is structured 

as, a n d  w a s  intended by its founding legislation to be, a cooperative. A S
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44.81 provides that e a c h  borrower m u s t  b e  "a m e m b e r  of the bank." 

M e m b e r s h i p  in ( i.e., o w n e r s h i p  of) C F A B  involves the p u r c h a s e  of capital 

stock, extensive d o c u m e n t a t i o n  , a n d  a r e c o r d k e e p i n g / c o m m u n i c a t i o n s  

b u r d e n  whi c h  is costly for both C F A B  a n d  its borrower; those costs a n d  

b u r d e n  are a very real i m p e d i m e n t  to small loans. P a r a g r a p h  (b) (1) will 

relieve this small s e g m e n t  of C F A B ' s  business of that i m p e d i m e n t  a n d  

e n h a n c e  the feasibility of Small L o a n  F u n d  structure.

Section 2 p'ovides that a n  individual wishing to p u r c h a s e  a limited entry 

permit, a n d  w h o s e  p u r c h a s e  is to b e  financed b y  C F A B  und e r  section 1 of 

this legislation, m u s t  m e e t  the basic permit holder standards e x p r e s s e d  in 

the State's limited entry law.

Section 3 a d d r e s s e s  the section of C F A B ' s  statute that describes the 

proc e d u r e  by w h i c h  C F A B  obtains a lien o n  a  limited entry permit, a n d  has 

a  twofold purpose. First, the references to A S  44..81.225 will m a k e  it 

possible for a  loan f u n d e d  through section 1 of this legislation to b e  

s e c u r e d  b y  a  pledge of a  limited entry permit.

T h e  s e c o n d  p u r p o s e  is to formally codify a  longstanding practice a n d  to 

r e m e d y  a n  existing technical deficiency. C F A B  m a k e s  two general kinds of 

loans w h i c h  m a y  properly b e  s e c u r e d  b y  a  limited entry permit. T h e  first, 

b a s e d  o n  the authority of A S  44.81.210(a)(20), is a loan to finance the 

p u r c h a s e  of a  permit. T h e  second, p r e m i s e d  o n  A S  44.81.235, is a  loan for 

almost a n y  other fishing related need. While A S  44.81.230, as it n o w  

exists, provides a  specific proc e d u r e  through w h i c h  the b a n k  acquires 

permit lien for a  loan to p u r c h a s e  a  limited entry permit, C F A B ' s  statute



is silent with regard to the procedure related to the s e c o n d  type of loan 

m e n t i o n e d  above. In practice, C F A B  a n d  the Limited Entry C o m m i s s i o n  

h a v e  a d h e r e d  to the s a m e  procedure for both kinds of loans; Section 3 will 

confirm that practice to b e  the Legislature's intent.

Section 4 a n d  5 correct a drafting error in previous legislation a n d  also 

extend certain of C F A B ' s  collection rights a n d  borrowers' rights related to 

permit loans to loans which m a y  b e  m a d e  und e r  Section 1 of this 

legislation. With regard to the first point: A S  44.81.250(d), as it exists, 

refers to the loans under A S  44.81.210(a)(20) or 44.81.230. This is 

effectively redundant, in that both sections cited are related only to loans 

for the p u r c h a s e  of limited entry permits. T h e  addition of "44.81.235" 

will standardize both C F A B ' s  a n d  its borrowers' rights for all loans 

s e c u r e d  by permit liens a n d  whi c h  b e c o m e  in default.
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UNITED FISHERMEN OF ALASKA

211 4th Street. Suit 112 
Juneau. AK 99801 

907-586-2820 
Fax# 907-463-2545

MEMBER ASSOCIATIONS

Alaska C rab Coalition 
Alaska Indepondont F isherm en's 

Marketing Association 
Alaska Longlino F isherm an's 

Association 
Alaska Trollers Association 
Bering S ea  Fisherm en 's Association 
Bristol Bsv Driftnottors Association 
C orcornod Aroa ‘M1 Fisherm en 
Cook Inlot Aquaculturo Association 
Coppor River Fisherm en 's C ooperative 
Coidova District Fisherm en Unilod 
Kenai Peninsula Fisherm on's Association 
North Pacrtic Fisheries Association 
Northern Southeast Regional 

Aquaculture Association 
Peninsula Marketing Association 
Petersburg Vessel Owners Association 
Prince William Sound

Aquaculture Association 
Prince William S ound  Seiners Association 
Seafood P roducers C ooperative 
Southeast Alaska Soiners 
Southern S outheast Regional 

Aquaculture Association 
United Cook Inlet Drift Association 
United Southoast Alaska Gillnetters 
Western Alaska C ooperative 

Marketing Association

P O S I T I O N  P A P E R  IN S U P P O R T  
O F  H O U S E  B I L L  111

T h e  U n i t e d  F i s h e r m e n  o f  A l a s k a  
w h o l e h e a r t e d l y  s u p p o r t s  H o u s e  B i l l  111.

T h i s  p r o p o s e d  l e g i s l a t i o n  w o u l d  b r o a d e n  t h e  
l e n d i n g  c a p a b i l i t i e s  of  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  Bank, f r o m  t h e  
s t a n d p o i n t  t h a t  f o r  l o a n s  u n d e r  $ 25,000, t h e  
s m a l l  b o r r o w e r  w o u l d  n o t  h a v e  t o  b e c o m e  a 
m e m b e r  o f  t h i s  c o o p e r a t i v e  bank.

T h e  s i m p l i f i c a t i o n  o f  t h e  l e n d i n g  p r o c e d u r e  
w o u l d  b e  p a r t i c u l a r l y  b e n e f i c i a l  t o  t h e  
f i s h i n g  i n d u s t r y  in W e s t e r n  A l a s k a  w h e r e  t h e  
p o t e n t i a l  b o r r o w e r  m i g h t  b e  i n t i m i d a t e d  by  
t h e  i n v o l v e d  c o n c e p t  a n d  p a p e r  w o r k  i n v o l v e d  
in b e c o m i n g  a m e m b e r  o f  t h e  b ank. It w o u l d  
a l s o  p r o v i d e  a n e e d e d  s e r v i c e  t o  t h e  f i s h i n g  
i n d u s t r y  w h e r e  l o a n s  a r e  n o t  a l w a y s  r e a d i l y  
a v a i l a b l e  f o r  n e c e s s a r y  i m p r o v e m e n t s .

T h e  e i g h t  p e r c e n t  c a p  p r o v i d e d  in t h e  
l e g i s l a t i o n  w o u l d  p r e v e n t  C F A B  f r o m  a d v e r s e­
ly a f f e c t i n g  t h e  o t h e r  c o m m e r c i a l  l e n d i n g  
i n s t i t u t i o n s  w h i l e  p r o v i d i n g  a n e e d e d  
s e r v i c e  t o  A l a s k a n  c o m m e r c i a l  f i s h e r m e n .

T h e  U n i t e d  F i s h e r m e n  o f  A l a s k a  u r g e  y o u  to  
s u p p o r t  t h i s  n e e d e d  s e r v i c e  t o  t h e  c o m m e r­
ci a l  f i s h i n g  i n d u s t r y .


