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nal sponsor: Rules Committee Offered: 5/23/80
Referred: Finance

[N THE HOUSE BY THE RESOURCES COMMITTEE

CS FOR HOUSE BILL, NO. 1022 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - SECOND SESSION 

A BILL

'or an Act entitled: "An Act granting authority to the Alaska Renewable

Resources Corporation to exceed investment limits by 

investing $3,600,000 in Schnabel Lumber Company: and 

providing for an effective date."

5E IT ENACTED BY THE LEGISLATURE OF THE STATE 01' ALASKA:

* Section 1. It is the intent of the legislature that this bill fulfill 

:he requirement of AS 37.12.080(b)(1).

* Sec. 2. The legislature finds that the Alaska Renewable Resources 

Corporation has had applications for an investment of $3,600,000 in Schnabel 

.umber Company, an Alaska corporation, for a waste wood high temperature 

>oiler system. AS 37.12.080(b) states that no financial assistance of more 

:ban $1,500,000 may be provided to a single project or applicant unless the 

.egislature has approved the investment by concurrent resolution. The legis- 

.ature further finds that approval of the investment may be in the public 

.nterest. Notwithstanding the provisions of AS 37.12.080(b) requiring ap- 

>roval by concurrent resolution, the investment in the amount of $3,600,000

.s approved for a waste wood high temperature boiler system and the corpora- 

:ion is authorized to make the proposed investment in Schnabel Lumber Company, 

in Alaska corporation, subject to the following conditions:

(1) that all proceeds of the financial assistance are deposited 

nto a separate account for the exclusive expenditure on the waste wood high 

emperature boiler system and not for other purposes;

(2) that an ar 'ment is concluded and signed guaranteeing the 

urchase of the electricity to be generated;

-1- CSHB 1022
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(3) that current litigation is resolved in a manner that Hoes not 

endanger the investment;

(4) that Schnabel Lumber Company meets all other requirements of 

the Alaska Renewable Resources Corporation;

(5) that the Alaska Renewable Resources Corporation completes its 

review and approves the investment.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.10.- 

070(c).
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Introduced: 4/23/80
Referred: Resources and
Finance

IN THE HOUSE BY THE RULES COMMITTEE

HOUSE BILL NO. 1022 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act granting authority to the Alaska Renewable

Resources Corporation to exceed investment limits by 

investing $3,000,000 in Schnabel Lumber Company; and 

providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The legislature finds that the Alaska Renewable Resources 

Corporation has complied with all requirements for an investment of $3,000,000 

in Schnabel Lumber Company, an Alaska corporation, except for the requirement 

in AS 37.12.080(b) that no financial assistance of more than $1,500,000 may

be provided to a single project or applicant unless t_ e legislature has

approved the investment by concurrent resolution. The legislature further 

finds that approval of the investment is in the public interest. Notwith­

standing the provisions of AS 37.12.080(b) requiring approval by concurrent 

resolution, the investment in the amount of $3,000,000 is approved and the 

corporation is authorized to make the proposed investment in Schnabel Lumber 

Company, an Alaska corporation.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.10.- 

070(c).

am
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WcUm* . 99X27 7 el. (907) 766-251?
May 12, 1980

The Honorable John C. Sackett 
Alaska State Senate 
Finance Committee Chairman 
Pouch V, State Capitol Bldg. 
Juneau, Alaska 998.11

Dear Sir:

House Bill #1022 to finance a wood waste fired power plant in Haines, 
Alaska was debated in the Resource Committee on May 7 and May 8. The 
committee did not act for or against the bill because the Alaska Renewable 
Resource Corporation testified it did not have sufficient data upon which 
to make a decision.

We first requested assistance from ARRC on March 9 S 1979- We diligently 
supplied answers to all questions raised since then. In fact we spent more 
than $60,000 in consultant fees to provide information requested by ARRC 

throughout 1979.

Time and space are running out. The legislature will soon adjourn. 
Within about a year our mill log yard v* 11 be occupied entirely by the 
waste wood fuel pile which will force us to close if no other economical 
disposal system is available.

One hundred fifty jobs are at stake. We need your help to see that 
HB 1022 is voted favorably out of committee and through the legislative halls.

Very truly yours,

John J. Schnabel 
President

Enel: 3/9/79 Itr to Mr Hubbard ARRC
5 photor of installation

cc: FINANCES, RESOURCES, RULES Standing Committees

# 6  / * > • > -
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M a r c h  9, 1979

Mr. H . ~ P h i l l i p  H u b b a r d

A l a s k a  Resource D e v e l o p m e n t  Corp.

Dept, of Revenue 

P o u c h  S

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  Mr. Hubbard:

Schn a b e l  L u m b e r  C o m p a n y  a n d  t h e  C i t y  o f  H a i n e s  are k e p t  a l i v e  b y  the 

h o p e  th a t  t he S t a t e  B u r e a u c r a c y  w i l l  d e v e l o p  a 25 year-,- 15 m i l l i o n  b d.ft. 

t i m b e r  sale i n - t h e . H a i n e s  area.

T o  get the m a x i m u m  r e t u r n  on t h e  log s  b r o u g h t  t o  t h e  sawmill, it is 

i m p e r a t i v e  that a p o w e r  h o u s e  b e  c o n s t r u c t e d  t o  c o n v e r t  w a s t e  bark, sawdust, 

and o t h e r  r e s idue i n t o  electr i c i t y .  S t u d i e s  b y  p r o f e s s i o n a l  firms h a v e  

s h o w n  that a 5000K.V.A. P l a n t  is t h e  p r o p e r  size for u t i l i z a t i o n  o f  t h e  

wa s t e .  This in t u r n  w i l l  p r o v i d e - e l e c t r i c i t y  t o  t h e  e n t i r e  v a l l e y  at a 

g r e a t  savings in c o s t  t o  co n s u m e r s ,  as w e l l  as savings in d i e s e l  fuel use d  

b y  t h e  local p o w e r  company.- This p o w e r  h o u s e  wi l l  als o  b r i n g  S c h n a b e l  

L u m b e r  Company i n t o  c o m p l i a n c e  w i t h  E.P.A. regulations*, and e nable it ' 

t o  b r i n g - t h e - l o w e s t  g r a d e  l o g  t o  t h e  sawmill, thus e n c o u r a g i n g  so u n d  

f o r e s t r y  p r a c t i c e s  a n d  m a x i m u m  u t i l i z a t i o n .

W e  ask th a t  y o u  gi v e  c o n s i d e r a t i o n  to E q u i t y  F i n a n c i n g  f r o m  A l a s k a - 

R e s o u r c e  D e v e l o p m e n t  Corp. funds i n  + h e  amount of t w o  m i l l i o n  p l u s  dollars 

for t h e  r e a l i z a t i o n  o f  t h e  n e e d e d  p o w e r  house. W e  ask a d d i t i o n a l  c o n s i d e r­

at i o n  -for future financing" t o  b u i l d  d r y  k i l n s  a n d  a  p l a n i n g  m i l l  for 

d e v e l o p m e n t  of a d o m e s t i c  "dimensional l u m b e r  market. It is a sad situ a t i o n  

t o  s ee 95$ of all l u m b e r  u s e d  in A l a s k a  impo r t e d  from the S o u t h  1*8.

CC: Bil l  Ray

M i k e  M iller 

D o n  K u b l e y  

Eric M c D o w e l l  

M i k e  Leach 

C h u c k  W e b b e r  

C r a i g  L i n d h  ✓/-

Yo u r s  truly, 

/ / /

Jo h n  J. Schnabel 

P r e s i d e n t







4000 KW  GENERATOR TURB INE INSTALLED IN 1975



EXISTING GENERATOR BUILDING
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SCHNABEL LUMBER COMPANY AS BUILT IN 1972



RECORDS
' " -: r -

CERTIFI

I, the undersigned, an employee o f the State o f A laska, do hereby certify 

that the m icrofilm  images on this m icroform  are accurate reproductions 

o f  the original records o f the State o f  Alaska as accumulated during the 

regular course o f business, and that it is the established policy and practice 

o f this State to m icrofilm  its records and to dispose o f the original records 
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!N THE HOUSE b y THE RESOURCES COMMITTEE

CS FOR HOUSE BILL NO. 10;

IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - SECOND SESSION 

A BILL

:or an Act entitled: " .n Act granting authority to the Alaska Renewable

Resources Corporation to exceed investment limits by 

investing $3,600,000 in Schnabel Lumber Company; and 

providing for an effective date."

IE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. It is the intent of the legislature that this bill fulfill 

:he requirement of AS 37.12.080(b)(1).

* Sec. 2. The legislature finds that the Alaska Renewable Resources 

lorporation has had applications for an investment of $3,600,000 in Schnabel 

,umber Company, an Alaska corporation for a waste wood high temperature 

ioiler system. AS 37.12.080(b) states that no financial assistance of more 

:han $1,500,000 may be provided to a single project or applicant u .less the 

egislature has approved the investment by concurrent vesolutior. The legis- 

ature further finds that approval of the investment may be in the public 

nterest. Notwithstanding the provisions of AS 37.12.080(b) requiring np- 

iroval by concurrent resolution, the investment in the amount of $3,600,000

s approved for a waste wood high temperature boiler system and the corpora- 

ion is authorized to make the proposed investment in Schnabel Lumber Company, 

n Alaska corporation, subject to the following conditions:

(1) that all proceeds of the financial assistance are deposited 

nto a separate account for the exclusive expenditure on the waste wood high 

emperature boiler system and not for other purposes;

(2) that an agreement is concluded anti signed guaranteeing the 

urchase of the electricity to be generated;

, - 1 -  CSIir. 1022
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(3) that current litigation is resolved in a manner that does not 

endanger the investment;

(4) that Schnabel Lumber Company meets all other requirements of 

the Alaska Renewable Resources Corporation;

(5) that the Alaska Renewable Resources Corporation completes its 

review and approves the investment.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.10.- 

070(c).

-2- CSIIR J 0 22
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Original sponsor: Rules Committee Offered: 5/23/80
Referred: Finance

IN THE HOUSE BY THE RESOURCES COMMITTEEi
CS FOR HOUSE BILL NO. 1023 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - SECOND SESSION 

A BILL
«

For an Act entitled: "An Act granting authority to the Alaska Renewable

Resources Corporation to exceed investment limits by 

investing $1,600,000 in Alaska Timber Corporation; and 

providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. It is the intent of the legislature that this bill fulfill 

the requirement of AS 37.12.080(b)(1).

* Sec. 2. The legislature finds that the Alaska Renewable Resources 

Corporation has an application for an investment of $1,600,000 in Alaska

Timber Corporation, an Alaska corporation, for a waste wood high temperature

boiler system. AS 37.12.080(b) states that no financial assistance of more 

than $1,500,000 may be provided to a single project or applicant unless the 

legislature has approved the investment by concurrent resolution. The legis­

lature further finds that approval of the investment may be in the pub]ic 

interest. Notwithstanding the provisions of AS 37.12.080(b) requiring ap­

proval by concurrent resolution, the investment in the amount of $1,600,000 

is approved for a w«9te wood high temperature boiler system and the corpora­

tion is authorized to make the proposed investment in Alaska Timber Corpora­

tion, an Alaska corporation, subject to the following conditions:

(1) that all proceeds of the financial assistance are deposited 

into a separate account for the exclusive expenditure on the waste wood high 

temperature boiler system and not for other purposes;

(2) that an agreement is concluded and signed guaranteeing the 

sale and purchase of the electricity to be generated;

-1 -  CSHI1 1023
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(3) that Alaska Timber Corporation meets all other requirements of 

the Alaska Renewable Resources Corporationi

(4) that the Alaska Renewable Resources Corporation completes its 

review and approves the investment.

* See. 3. This Act takes effect immediately in accordance with AS 01.10.-

070(c).

-2- CSIIH 1 0 2 3



RECORDS
•. ■ r \'

CERTIFICATION

I, the undersigned, an employee o f the State o f A laska, do hereby certify 

that the m icrofilm  images on this m icroform  are accurate reproductions 

o f  the original records o f  the State o f  Alaska as accumulated during the 

regular course o f business, and that it is the established policy and practice 

o f this State to m icrofilm  its records and to dispose o f the original records

after m icrofilm  reproductions have been made.

3 / 2 0 / 9 0
Date



7

8

9

10

11

12

19

14

15

1G

17

18

19

20

21

22

23

24

25

26
27
28

.22.

) r i g i u a l  s p o n s o r :  R u l e s  C omm it t ee O f f e r e d :  5 / 2 3 / 8 0
R e f e r r e d :  F i n a n c e

:n  t h e  h o u s e  b y t h e  r e s o u r c e s  c o m m i t t e e

CS FOR HOUSE BILL NO. 1023 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - SECOND SESSION 

A BILL

''or an Act entitled: "An Act granting authority to the Alaska Renewable

Resour> ' Corporation to exceed investment limits by 

investing $1,COO,000 in Alaska Timber Corporation: and 

providing for an effective date."

IE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. It is the intent of the legislature that this bill fulfill 

;he requirement of AS 37.12.080(b)(1).

* Sec. 2. The legislature finds that the Alaska Renewable Resources 

lorporation has an application for an investment of $1,600,000 in Alaska

’imber Corporation, an Alaska corporation, for a waste wood high temperature

ioiler system. AS 37.12.080(b) states that no financial assistance of more 

han $1,500,000 may be provided to a single project or applicant unless the 

egislature has approved the investment by concurrent resolution. The legis- 

ature further finds that approval of the investment may be in the public 

nterest. Notwithstanding the provisions of AS 37.12.080(b) requiring ap- 

rovol by concurrent resolution, the investment in the amount of $1,600,000

s approved for a waste wood high temperature boiler system and the corpora- 

ion Is authorized to make the proposed investment in Alaska Timber Corpora- 

ion, an Alaska corporation, subject to the following conditions:

(1) that all proceeds of the financial assistance are deposited 

nto a separate account for the exclusive expenditure on the waste wood high 

emperature boiler system and not for other purposes;

(2) that an agreement is concluded and signed guaranteeing the 

ale and purchase of the electricity to be generated;

- 1 -  CSHIl 1023
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(3) that Alaska Timber Corporation meets all other requirements of

the Alaska Renewable Resources Corporation»

(A) that the Alaska Renewable Resources Corporation completes its

review and approves the investment.

* Sec. 3, This Act takes effect immediately in accordance with AS 01.10.-

070(c).
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I n t r o d u c e d :  4 / 2 3 / 8 0
R e f e r r e d :  F i n a n c e

BY THE RULES COMMITTEE 
IN THE HOUSE BY REQUEST

HOUSE BILL NO. 1024 

IN THE LEGISLATURE CF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act establishing a fishermen's mortgage and note

program."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND PURPOSE. (a) The legislature finds

(1) the limitation of entry into the state fisheries required 

under AS 16.43 has resulted in substantial difficulty for many Alaskans in 

obtaining the necessary financing to enter the fisheries;

(2) entry permits, issued under AS 16.43, are transferable, and 

legislative studies have revealed a flow of the entry permits out of and away 

from the small, rural Alaska communities;

(3) the flow of entry permits out of and away from the small, 

rural communities undermines a major economic base of many of the communities;

(4) many small, rural Alaska communities have no alternative 

economic base to supply jobs and incjme to their residents;

(5) reliance on fisheries .as traditionally and culturally been a 

way of life in many of these communities.

(b) It is the purpose of this Act to

(1) alleviate the difficulty in obtaining financing referred to 

in (a)(1) of this section; and

(2) alleviate the problems described in (a)(2) - (4) of this 

section by assisting fishermen in those small, rural communities, as well as 

fishermen throughout the state, to obtain the financing necessary to enter 

the state's fisheries and to rebuild the economies of the areas in which they 

live, thereby assisting in the preservation of a traditional way of life as

-1- HB 1024
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set out in (a)(5) of this section.

* Sec. 2. AS 16.10 is amended by adding new sections to read:

ARTICLE 10. FISHERMEN'S MORTGAGE AND NOTE PROGRAM.

Sec. 16.10.650. FISHERMEN'S REVOLVING MORTGAGE AND NOTE FUND.

There is established in the Department of Commerce and Economic Develop­

ment the fishermen's mortgage and note fund. The commissioner of com­

merce and economic development shall administer the fund.

Sec. 16.10.660. POWERS AND DUTIES OF COMMISSIONER. (a) The 

commissioner may

(1) adopt regulations in accordance with the Administrative 

Procedure Act (AS 44.62), to implement AS 16.10.650 - 16.10.720;

(2) make and execute agreements, contracts, and other instru­

ments necessary or convenient in the exercise of his powers and functions 

under AS 16.10.650 - 16.10.720, including contracts with any person, 

firm, corporation, governmental agency or other entity;

(3) procure insurance against a loss in connection with the 

operation of the fund;

(4) purchase notes and mortgages securing loans in accordance 

with (b) of this section;

(5) acquire real or personal property, or an interest in real 

or personal property, by purchase, transfer or foreclosure, when the 

acquisition is necessary or appropriate to protect a mortgage or note in 

which the fund has an interest; sell, transfer and convey that property 

to a buyer; and, if the sale, transfer or conveyance cannot be effected 

with reasonable promptness or at a reasonable price, rent or lease the 

property to a tenant pending the sale, transfer or conveyance;

(6) do all acts necessary, convenient or desirable to carry 

out the powers expressly granted or necessarily implied in AS 16.10.650 -

1 6 . 1 0 . 7 2 0 .
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1 (b) In accordance with AS 16.10.670 - 16.10.720, the commissioner 

shall use the money in the fund to purchase mortgages and notes received 

by private financial institutions to secure loans described in AS 16.10.- 

670 - 16.10.720.

Sec. 16.10.670. LOAN PURPOSES. (a) Subject to (d) of this sec­

tion, the commissioner may purchase a mortgage or note under AS 16.10.- 

660vb) if it secures a loan made to an individual for the following 

purposes:

(1) the repair, restoration or upgrading of an existing 

vessel or of gear;

(2) the purchase of an entry permit;

(3) the purchase of gear;

(4) the construction and purchase of a vessel; or

(5) the refinancing of outstanding loans of the borrower made

for the purposes described in (1) - (4) of this subsection.

(b) The costs arising under a contract for the construction of a 

vessel between the time the contract is made and the time the vessel is 

documented are costs of construction and purchase under (a)(4) of this 

section;

(c) If the borrower enters into a contract for the purchase of a 

vessel and has also entered into a contract to sell his present vessel 

but has not received payment under the contract of sale, then the costs 

arising under the contract for the purchase of a vessel between the time 

the contract for the purchase of a vessel is entered into and the time 

the borrower will receive payment under the contract of sale are costs 

of con: rruction and purchase under (a)(4) of this section.

(d"1 At least 51 percent of a loan described in (a) of this section 

shall b- made for the purposes described in (a)(1) - (4) of this section 

and not more than 49 percent of the loan may be made for the purpose
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described in (a)(5) of this section.

Sec. 16.10.680. ELIGIBILITY FOR LOANS. (a) The commi.ssioner may 

purchase a mortgage or note under AS 16.10.660(b) if it secures a ?oan 

to an individual who meets one of the requirements of (b) of this section 

and who

(1) has been a resident of Alaska for at least five years;

(2) does not qualify for a loan for the purposes described in 

AS 16.10.670 under a state or federal loan program; and

(3i demonstrates to the satisfaction of the private financial 

institution which made the loan that he is reasonably likely to succeed 

as a commercial fisherman and to be able to repay the loan.

(b) In addition to the requirements of (a)(1) - (3) of this sec­

tion, the commissioner may purchase a mortgage or note under AS 16.10.- 

660(b) only if it secures a loan to an individual who demonstrated to 

the satisfaction of the private financial institution which made the 

loan that

(1) because of his lack of training or the lack of employment 

opportunities in the area in which he resides, he does not have occupa­

tional opportunities available to him other than commercial fishing; or

(2) he is economically dependent on commercial fishing for a 

livelihood and commercial fishing is a cultural and t'aditional way of 

life for him.

(c) The commissioner may not purchase a mortgage or note from a 

private financial institution under AS 16.10.660(b) if ownership of a 

fishing vessel is a prerequisite to obtaining a loan from the private 

financial institution for the purchase of an entry permit or is con­

sidered by the private financial institution in determining the eligi­

bility of an applicant for a loan for the purchase of an entry permit.

(d) The commissioner may not purchase a mortgage or note from a
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private financial institution under AS 16.10.660(b) if the private 

financial institution requires an applicant for a loan for the purposes 

described in AS 16.10.670 to have a credit history.

(e) In determining whether the applicant is reasonably likely to 

be able to repay the loan under (a)(3) of this section, the private 

financial institution shall take into consideration the applicant's 

income from commercial fishing and from other sources.

Sec. 16.10.690. LOAN TERMS. (a) Except as provided in (c) of 

this section, the commissioner may not purchase a mortgage or note under 

AS 16.10.660(b) if it secures a loan which

(1) exceeds $300,000;

(2) bears interest exceeding nine and one-half percent; or

(3) is not secured by a first priority lien and appropriate 

security agreement.

(b) The commissioner may not purchase a mortgage or note under 

AS 16.10.660(b) if it secures a loan which results in an outstanding 

debt of the borrower in excess of $500,000. For purposes of this sub­

section a loan to an associate of the borrower is considered to be a 

loan to the borrower. For the purposes of this subsection, "associate 

of the borrower" means

(1) a corporation or other organization of which the borrower 

is an officer, director or partner, or is, directly or indirectly, the 

beneficial owner of 10 percent or more of any class of equity securi­

ties ;

(2) a person who is, directly or indirectly, the beneficial 

owner of 10 percent or more of any class of equity securities of the 

borrower;

(3) a trust or other estate in which the borrower has a 

substantial beneficial interest or as to which the borrower serves as



trustee or in a similar fiduciary capacity.

(c) The commissioner may purchase a mortgage or note under AS 16. ~ 

10.660(b) if it secures a loan made to two or more individuals jointly 

who each satisfy the requirements specified in AS 16.10.680 for the 

construction of a fishing vessel or the purchase of an existing fishing 

vessel. A loan secured by a mortgage or note purchased under this 

subsection

(1) may not exceed the amount specified in (a)(1) of this 

section multiplied by the number of eligible individuals applying for 

the loan;

(2) may not exceed a term of 15 years;

(3) shall be secured by a first priority lien and appropriate 

security agreement; and

(4) may not bear interest exceeding nine and one-half per­

cent .

(d) The commissioner may purchase a mortgage or note under AS 16.-

10.660(b) if the terms of the loan secured by the mortgage or note allow

for repayment of the loan in accordance with

(1) a schedule for repayment which provides for monthly

amortized principal and interest payments; or

(2) an agreement based on a percentage of the borrower's 

gross income from fishing activities; however, an agreement under this 

paragraph shall provide that the monthly payment under the agreement may 

not be less than 50 percent of the monthly payment which would be cue 

under the schedule prescribed in (1) of this subsection.

(e) The commissioner may purchase under AS 16.10.660(b) a mortgage 

or note secured by real or personal property of the borrower or of a 

person acting as the borrower's guarantor under AS 16.10.700.

(f) The commissioner may not purchase a mortgage or note under
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AS 16.10.660(b) if the loan it secures exceeds 90 percent of the ap­

praised value of the collateral used to secure the loan, except as 

provided in (g) of this section.

(g) The commissioner may purchase a note under AS 16.10.660(b) for

a loan of up to 100 percent of the appraised value of the collateral

used to secure the loan if

(1) the loan is made for the purchase of an entry permit; and

(2) the borrower demonstrates to the satisfaction of the 

private financial institution which makes the loan that he has at least 

three years of experience as a commercial fisherman in the fishery to 

which the entry permit applies; as used in this paragraph, "three years 

of experience as a commercial fisherman in the fishery" means that for 

an accumulated total of three fishing seasons in the same fishery the 

person has actively participated in the commercial harvest of fish under 

the direction of a limited e jy permit holder.

Sec. 16.10.700. GUARANTORS. A person may act as guarantor for a 

borrower whose mortgage or note is purchased by the commissioner under 

AS 16.10.660(b) if the borrower has insufficient collateral to secure a 

loan for the purposes described in AS 16.10.670(a). The loan agreement 

shall specifically describe the property of the guarantor to be used as 

collateral by the borrower and shall be signed by the guarantor and the 

borrower. The department shall provide the guarantor with a copy of all 

notices sent to the borrower by the department. If the loan is for the 

purchase of an entry permit, the guaranty by the guarantor may not 

constitute a lien, mortgage, or encumbrance on or pledge of the entry 

permit.

Sec. 16.10.710. PREQUALIFICATION FOR LOANS. (a) The commissioner 

may not purchase mortgages and notes from a private financial institu­

tion under AS 16.10.660(b) unless the private financial institution
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(1) agrees to accept an application for a loan for the pur­

chase of an entry permit notwithstanding the fact that the applicant has 

not at the time of submitting the application located an entry permit to 

purchase; and

(2) agrees to comply with the procedure for handling the 

application described in (b) and (c) of this section.

(b) The private financial institution shall process loan applica­

tions received under this section to determine the eligibility of an 

applicant for a loan for the purchase of an entry permit and shall 

notify the applicant of its determination.

(c) If the private financial institution determines that an appli­

cant is eligible for a loan for the purchase of an entry permit, the 

private financial institution shall retain the application until the 

applicant locates an entry permit to purchase and informs the private 

financial institution of his decision to proceed with the loan applica­

tion to purchase the entry permit. However, the private financial 

institution is not required to retain the application more than six 

months after it has been submitted. If the applicant locates an entry 

permit to purchase and elec's to proceed with his loan application, he 

shall complete any parts of the application which were previously uncom­

pleted because of the lack of an entry permit to purchase, and bring the 

application up to date so that the information in the application is 

current at the time of the loan. The private financial institution 

shall then proceed with the processing of the application.

Sec. 16.10.720. DEFINITIONS. In AS 16.10.650 - 16.10.720,

(1) "department" means the Department of Commerce and Eco­

nomic Development;

(2) "fund" means the fishermen’s mortgage and note fund.

- 8 - H B  1 0 2 4
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Fiscal Note Detail 

HB 1024

12 Months
100. 3 Loan Examiner Ill's (two to process requests for purchase

of notes and mortgages, one to handle delinquencies and
foreclosures) @2,652/ mo. each $95.5

1 Clerk Typist III @1277/mo. T5.3
1 Documents Processing Clerk III @1,440/mo. 17.3

1 Loan Closer I @ 1 ,440/mo. 17,3 *
1 Accounting Technician I @1,628/mo. 19,5
1 A m o u n t i n g  Technician II @1,850/mo. '22.2

% ' $187,1
Standard Benefits (Wages X .1529) 28.6

Supplemental Benefits ( Wages X .0665) 12.4
Health Insurance Costs (Man months X $127) ''12,2

Total Personal Services • $240.3

200. Travel to inspect collateral, confer with bankers and
explain program to borrowers.

20 trips. @430 $ 8.6
40 days per diem @67 .. 2 J_ 11.3

300. Telephone, postage, printing $24.0

Additional office space @1,000/mo. 12.0
J  Office machine maintenance 1.0

Insurance against loss, per Sec. 16.10.660(a)(3) 100.0 137.0 *-

400. Office supplies ' ' 3 . 0

12 Months Operating Costs $391,6
i

500. 8 Desks @340 $ 2,7

3 Typist's Extensions @410 1,2
5 Credenzas @390 2.0
5 Secretarial chairs @140 .7
3 Executive chairs @180 .5

10 Side chairs @125 • 1,3
8 File cabinets @250 2,0

G Calculators @230 1.8
4 Typewriters @865 3,5
1 Coat rack - .1

• 8 Wastebaskets & desk organizers .1 15.9

Total $407.5

10% Inflation figured for succeeding years, except Insurance for Loss figured 

to be 150% greater each year to account for increase in outstanding loans.
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I n t r o d u c e d :  4 / 2 3 / 3 0
Preferred: F i n a n c e

BY THE RULES COMMITTEE III THE HOUSE BY REQUEST
HOUSE BILL MO. 1 0 2 4  

IN THE LEGISLATURE OF THE STATE OF ALASKA 
ELEVENTH LEGISLATURE - SECOND SESSION

A BILL
For an Act en t it led : "An Act establish ing a fishermen’s mortgage and note

program."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AMD PURPOSE, (a) The leg is la tu re  finds
(1) the lim ita tion of entry into the state f isher ies required 

under AS 16.43 has resulted in substantia l d i f f ic u l t y  for many Alaskans ir. 
obtaining the necessary financing to enter the f isher ie s ;

(2) entry permits, issued under A3 16.A3, are transferable, and 
le g is la t iv e  studies have revealed a flov7 of the entry permits out of and away 
from the small, ru ra l Alaska communitiesj

(3) the flow of entry permits out of and away from the small, 
rura l communities undermines a major economic base of many of the communities;

( 4 )  m a n y  small, rural Alaska communities have no a lternative 
economic base to supply jobs and income to the ir residents;

(5) reliance on f isher ie s has trad it io n a l ly  and cu ltu ra l ly  been a 
way of l i f e  in many of these communities.

(b) I t  is  the purpose of th is Act to
(1) a l le v ia te  the d i f f ic u l t y  in obtaining financing referred to 

in (a)(1) of th is section; and
(2) a l le v ia te  the problems described in (a)(2) - (4) of th is 

section by a ss is t ing  fishermen in those small, rura l communities, as v;ell as 
fishermen throughout the sta te , to obtain the financing necessary to enter 
the s ta te 's  f ishe r ie s and to rebuild the economics of the areas in which they 
l iv e ,  thereby ass is t ing  in the preservation of a trad it iona l way of l i f e  as

COMMITTEE COPY - 1- H B  1024



set out in (a)(5) of th is section.
* Sec. 2. AS 16.10 is  amended by adding new sections to read:

ARTICLE 10. FISHERMEN'S MORTGAGE AND NOTE PROGRAM.
Sec. 16.10.650. FISHERMEN'S REVOLVING MORTGAGE AND NOTE FUND.

There is  established in the Department of Commerce and Economic Develop­
ment. the fishermen's mortgage and note fund. The commissioner of com­
merce and economic development sha ll administer the fund.

Sec. 16.10.660. POUERS AND DUTIES OF COMMISSIONER, (a) The 
commissioner may

(1) adopt regulations in accordance with the Administrative 
Procedure Act (AS 44.62), to implement AS 16.10.650 - 16.10.720;

(2) make and execute agreements, contracts, and other in s tru ­
ments necessary or convenient In the exercise of his pov;ers and functions 
under AS 16.10.650 - 16.10.720, including contracts with any person, 
firm, corporation, governmental agency or other en tity ;

(3) procure insurance against a loos in connection v/ith the 
operation of the fund;

(4) purchase notes and mortgages securing loans in accordance 
with (b) of th is section;

(5) acquire real or personal property, or an in ter st in real 
or personal property, by purchase, transfer or foreclosure, when the 
acquisition is  necessary or appropriate to protect a mortgage or note in 
which the fund has an in terest; s e l l ,  transfer and. convey that property 
to a buyer; and, i f  the sa le , transfer or conveyance cannot be effected 
with reasonable promptness or at a reasonable price, rent or lease the 
property to a tenant pending the sa le , transfer or conveyance;

(6) do a l l  acts necessary, convenient or desirable to carry 
out the pov;ers expressly granted or necessarily implied in AS 16.10.650 - 
16.10.720.

COMMITTEE COPY
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(b) In .accordance with AS 16.10.670 - 16.10.720, the commissioner 
sha ll use the money in the fund to purchase mortgages and notes received 
by private financia l in s t itu t ion s to secure loans described in AS 16.10. 
670 - 16.10.720.

Sec. 16.10.670. LOAN PURPOSES. (a) Subject to (d) of th is sec­
tion, the commissioner may purchase a mortgage or note under AS 16.10.- 
660(b) i f  i t  secures a loan made to an individual for the following 
purposes:

for the purposes described in (1) - (A) of th is subsection.
(b) The costs aris ing under a contract for the construction of a 

vessel between the time the contract i*- made and the time the vessel is  
documented are costs of construction and purchase under (a)(4) of th is 
section;

(c) I f  the borrower enters into a contract for the purchase of o 

vessel and has also entered into a contract to s e l l  his present: vessel 
but has not received payment under the contract of sa le , then the costs 
a ris ing under the contract for the purchase of a vessel between the time 
the contract for the purchase of a vessel i s  entered into and the time 
the borrower v r i l l receive payment under the contract of sale are costs 
of construction and purchase under (a)(4) of th is section.

(d) At least 51 percent of a loan described in (a) of th is section
sh a ll be made for the purposes described in (a)(1) - (4) of th is section 
and not more than 49 percent of the loan may be made for the purpose

(1) the repair, restoration or upgrading of an existing
vessel or of gear;

(2) the purchase of an entry permit;
(3) the purchase of gear;
(4) the construction and purchase of a vesse l; or
(5) the refinancing of outstanding loans of the borrower made
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described in (a)(5) of th is section.
Sec. 15.10.680. ELIGIBILITY FOR LOANS, (a) The commissioner may 

purchase a mortgage or note under AS 16.10.660(b) i f  i t  secures a loan 
to an ind iv idua l who meets one of the requirements of (b) of th is section 
and who

(1) has been a resident of Alaska for at least f ive  years;
(2) does not qua lify  for a loan for the purposes described in 

AS 16.10.670 under a state or federal loan program; and
(3) demonstrates to the sa tis fac t ion  of the private financia l 

in s t i tu t io n  which made the loan that he is  reasonably l ik e ly  to succeed 
as a commercial fisherman and to be able to repay the loan.

(b) In addition to the requirements of (a)(1) - (3) of th is sec­
tion, the commissioner may purchase a mortgage or note under AS 16.10.- 
660(b) only i f  i t  secures a loan to an ind iv idua l who demonstrated to 
the sa tis fac t ion  of the private financia l in s t itu t ion  which made the 
loan that

(1) because of his lack of training or the lack of employment 
opportunities in the area in which he resides, he does not have occupa­
tional opportunities availab le to him other than commercial fish ing; or

(2) he is  economically dependent on commercial f ish ing for a 
live lihood and commercial f ish ing is  a cu ltu ra l and trad it iona l way of 
l i f e  for him.

(c) The commissioner may not purchase a mortgage or note from a 
private financia l in s t itu t io n  under AF 16.10.660(b) i f  ovmership of a 
fish ing vessel is  a prerequisite to obtaining a loan from the private 
financia l in s t itu t ion  for the purchase of an entry permit or is  con­
sidered by the private financia l in s t itu t io n  in determining the e l i g i ­
b i l i t y  of an applicant for a loan for the purchase of an entry permit.

(d) The commissioner may not purchase a mortgage or note from a
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private financia l in s t itu t io n  under AS 16.10.660(b) i f  the private 
financ ia l in s t i tu t io n  requires an applicant for a l^an for the purposes 
described in AS 16.10.670 to have a cred it h is to ry .

(e) In determining whether the applicant is  reasonably l ik e ly  to 
be able to repay the loan under (a)(3) of th is section, the private 
financia l in s t itu t io n  sha ll take into consideration the applicant's 
income from commercial f ish ing and from other sources.

Sec. 16.10.690. LOAU TERMS. (a) Except as provided in (c) of 
th is section, the commissioner may not purchase a mortgage or note under 
AS 16.10.660(b) i f  i t  secures a loan which

security agreement.
(b) The commissioner may not purchase a mortgage or note under 

AS 16.10.660(b) i f  i t  secures a loan which resu lts in an outstanding 
debt of the borrower in excess of $500,000. For purposes of th is sub­
section a loan to an associate of the borrower is  considered to be a 
loan to the borrower. For the purposes of th is subsection, "associate 
of the borrower" means

is  an o ff ic e r , director or partner, or i s ,  d ire c t ly  or in d ire c t ly , the 
benefic ia l owner of 10 percent or more of any class of equity securi­
t ie s  ;

owner of 10 percent or more of any class of equity securit ie s of the 
borrower;

(3) a tru s t or other estate in which the borrov?cr has a 
substantia l benefic ia l in terest or as to which the borrox^er serves as

-5-

(1) exceeds $300,000;
(2) bears in terest exceeding nine and one-half percent; or
(3) is  not secured by a f i r s t  p r io r ity  lien  and appropriate

(1) a corporation or other organization of which the borrox/er

(2) a person xjho i s ,  d ire c t ly  or in d ire c t ly , the benefic ia l
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t x’istee or in a similar f i d u ciary capacity.

(c) The coirmissloner m a y  purchase a tr.ortgagc or note under AS 16.- 

10.660(b) if it secures a loan made to two or more individuals j o i n t l y  

w h o  each s a tisfy the r e q u irements s p e c ifie d in AS 16.10.680 for the 

c o n s t r u c t i o n  of a fishing vessel or the p u r c h a s e  of an e x i s t i n g  fishing 

vessel. A loan secure d b y  a m o r t g a g e  or note purchas ed under this 

subsec t i o n

(1) m a y  not exceed  the amount s p e c i f i e d  in (a)(1) of this 

section m u l t i p l i e d  by the number of eligible individuals ap plying for 

the. l o a n ;

(2) m a y  not exceed a tern of 15 years;

(3) shall be secured by a first pr iority lien and appro priate 

secur i t y  agreement; and

(4) may not bear interest e x c e e d i n g  nine and one-half p e r­

cent.

(d) The c o m mi ssioner nay p u r c h a s e  a mortga ge or note und er AS 16.-

10.660(b) if the terms of the loan secure d by the m o r tgage  or note a l l o w

for rep ayment of the loan in a cco rdance w i t h

(1) a schedule for repaymen t w h i c h  provides for m o n t h l y

a m o r t i s e d  principal and interest payments; or

(2) an agreement based on a p e r c e n t a g e  of the borrower' s 

g ross income from f i shing activities; however, an agreement under this 

paragraph shall provide that the m o n t h l y  p a y m e n t  under the agreement may 

not be less than 50 perc ent of the m o n t h l y  p a y m e n t  w h i c h  w ould be due 

under the schedule p r e s c r i b e d  in (1) of this subsection.

(e) The c o mmis sioner m a y  purchase u n d e r  AS 16.10.660(b) a mortgage 

or note s e cur ed by real or personal p r o pert y of the borrower or of a 

p e r s o n  acting as the b o r r o w e r ' s  g u a r antor under AS 16.10.700.

(f) The commi s s i o n e r  m a y  not purchase a mortgage or note under
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AS 16.10.660(b) if the loan it secures exceeds 90 p e rc ent of the a p­

pra i s e d  v a l u e  of the collateral used to secure the lean, except as 

p r o v i d e d  in (g) of this section.

(g) The comm issioner may purchase a note u n d e r  AS 16.10.660(b) for 

a loan of up to 100 percent of the appraised value of the collateral 

u s e d  to secure the loan if

pr5.vate fin ancial institution  w h i c h  makes the loan that he has at least 

three years of exper i e n c e  as a commercial fis herman in the fishery to 

V7hich the e ntry permit applies? as used in this paragraph, "three years 

of exper ience as a commercial fisherman in the fishery" means that for 

an a c cumulated total of three fishing  seasons in the same fishery the 

p e r s o n  has actively p a r t icipated in the coDmiercial h a rvest of fish under 

the direction of a limited e n t r y  permit holder.

Sec. 16.10.700. GUARANTORS. A person m a y  act as guarantor for a 

b o r r o w e r  w h o s e  m o r t g a g e  or note, is p u r c h a s e d  by the commi s s i o n e r  under 

AS 16.10.660(h) if the borrower has insufficient collateral to secure a 

loan for the purposes described in AS 16.10.670(a). T h e  loan agreement 

shall spe cif i c a l l y  describe the p r o perty  of the guarantor to be used as 

collateral by the borrower and shall be signed by the guarantor and the 

borrower. The department shall provide the guarantor with a copy of all 

no tices sent to the b o r r o w e r  by the department. If the loan is for the 

pu r ch ase of an entry permit, the gua ranty by the guarantor m a y  not 

constitute a lien, mortgage, or e n c u m b r a n c e  on or pledge of the entry 

permit.

Sec. 16.10.710. P R E Q U A L I F I C A T I O N  FOR LOANS. (a) The com missioner 

m a y  not purchase mortgages and notes from a p r i v a t e  financial i n s t i t u­

tion under AS 16.10.660(b) unless the p r ivate  financial i nsti tution

(1) the loan is made for the purchase of an entry permit? and

(2) the borrower demo nstrates to the s a t i s f a c t i o n  of the
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(1) agrees to accept an a p p l i c a t i o n  for a loan for the p u r­

chase of an entry p e r m i t  n o t w i t h s t a n d i n g  the fact that the a pplicant has 

not at the time of submi t t i n g  the applic a t i o n  located an entry p ermit to 

purchase; and

a p p l i c a t i o n  describ ed in (b) and (c) of this section.

(b) The p r i v a t e  financial i n s t i t u t i o n  shall process loan a p p l i c a­

tions receiv ed under this section to determine the eli gib i l i t y  of an 

applica nt for a loan for the n u r c h a s e  of an entry permit and shall 

notify the applicant of its determination.

(c) If the private financial i nstitutio n determines that an a p p l i­

cant is eligible for a loan for the purchase of an entry permit, the 

p r i v a t e  financial i nst itution shall retain the applic a t i o n  until the 

applicant locates an entry permit to purchase  and informs the private 

financial inst it u t i o n  of his decision  to proceed w i t h  the loan a p p l i c a­

tion to purchase the entry permit. However, the p r ivat e financial 

i n s t i t u t i o n  is not re qui r e d  to retain the a p p l i c a t i o n  more than six 

months after it has been submitted. If the applicant locates an entry 

permit to p u r c h a s e  and elects to p r ocee d with his loan application, he 

shall complete any parts of the applic a t i o n  w h i c h  were previousl y u n c o m­

pleted b e caus e of the lack cf an e n t r y  permit to purchase, and b r i n g  the 

ap p l i c a t i o n  up to date so that the i n for mation in the a pplicat ion is 

current at the time of the loan. The p r i vate financial institution 

shall then proceed with the p r o c e s s i n g  of the application.

(1) "departm ent" means the Department of Commerce and e c o­

nomic Development;

(2) " f u n d 1’ means the fi shermen's m o r t g a g e  and note fund.

(2) agrees to comply w i t h  the procedure for handlin g the

Sec. 16.10.720. DEF INITIONS. In AS 16.10.650 - 16.10. .’20,
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BY THE FINANCE COMMITTEE 
IN THE HO' C BY REQUEST

HOUSE BILL NO. 1028

IN THE LEGISLATURE OF THE STATE OF ALASKA

ELEVENTH LEGISLATURE - SECOND SEfSION

A BILL

For an Act entitled: "An Act authorizing the issuance and sale of an addi­

tional $15,987,000 in revenue bonds for international 

airports; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.15.410 is amended to read:

Sec. 37.15.410. BOND AUTHORIZATION. For the purpose of providing 

part or all of the money to be used, with or without any grants or other 

money which may become available, the issuance and sale of revenue bonds 

of the state in the total principal sum of not to exceed $59,312,000 

[$43,325,000] is authorized to acquire, equip, construct and install the 

additions, improvements, extensions and facilities authorized in AS 37.- 

15.510. The principal of and interest on these bonds shall be paid out 

of and secured by the gross revenues derived by the state from the 

ownership, lease, use and operation of the airports, and of all the 

facilities of them and out of any other revenues or money which the 

state legislature may provide exclusive of any state tax or license.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.10.- 

070(c).

I n t r o d u c e d :  A / 2 9 / 8 0
R e f e r r e d :  F i n a n c e

i
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lie for red: Finance

BY THE FINANCE COMMITTEE  

IN THE H OUSE BY R£0-lIEST

MOUSE BILL NO. 1028

IN TH E L E G I S L A T U R E  OF THE STATE OF ALASKA

E L E V E N T H  L E G I S L A T U R E  - S E C O N D  S E S SIO N

A BILL

For a n  Act entitled: "An Act autho r i z i n g  the is suance and sale of an a d d i­

tional $15,987,000 in reve nue bonds for international 

airports; and provi d i n g  for an effe ctive date."

BF. IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* S e c t i o n  1. AS 3 7 . 1 5.410 is amended to read:

Sec. 37.15.410. BOND AUTHORIZATION. For the purpose of providing 

p a r t  or all of the m o n e y  to be used, w i t h  or w i thout any grants or other 

money w h i c h  m a y  b ec ome available, the issu ance and sale of revenue bonds 

of the state in the total principal sum of not to exceed $59,312,000 

[$43,325,000] is authori zed to acquire, equip, construct and install the 

additions, improvements, extensions and facilities authorized in AS 37.- 

15.510. The principal of ancl interest o n  these bonds shall be paid out 

of and secured by the gross revenues derived by the state from the 

ownership, lease, use and operation of the airports, and of all the 

facili t i e s  of them and out of any other revenues or money  w h i c h  the 

state le gislature m a y  provide exclusive of any state tax or license.

* Sec. 2. This Act takes effect immed iately in accord a n c e  with  A5 01.10.- 

070(c).

COMMITTEE COPY - 1 -
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THE LEG ISLATURE OF THE STATE OF ALASKA
ELEVENTH LEG ISLATURE

FISCAL NOTE

t

A . X

HB 1029

I. REQUESTBill/Resolution No. HQUSE BILL NO. 1029
Title An Act relating to investment of surplus funds in the state treasury 

Requested bv House Finance Committee_______________________________ Date 5/2/80

II. FISCAL DETAIL
Agency Affected Department of Revenue______
Program Category Affected Revenue Collection and Management
BRU, Program, or Subprogram(s) Affected Treasury Management
(Note: I f  more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)
EXPENDITURES (Thousands o f Dollars)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85
100 PERSONA!. SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
,500 EOUIPMENT
600 LAND & STRUCTURES
700 _ GRANTS? CLAIMS. F.TC.

TOTAL -0 - - 0 - - 0 - - 0 - - 0 - - 0 -

FUNDING (Thousands o f Dollars)
GENERAL FUND -0 - -0 - - 0 - - 0 - - 0 - - 0 -
FEDERAL FUNDS _

OTHER (Specify Fund Source)

POSITIONS 
FULL TIME -0 - - 0 - - 0 - - 0 - - 0 - -0 -
PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
No direct fiscal impact. Possible safekeeping fee changes that may result 
will be handled within existing allocation and through normal budgetary 
process; at present no change other than normal cost increases are expected.

IV. H A T F  May 8 - 1980_____________P R F P A R F n  R V  An5elm C’ Staack' Comptroller
AGENCY DeP t. o f Revenue/Treasury Division

Original: Legislative Finance PHONE 4 6 5 - 2 3 5 1 ___________________
cc: Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/79)



SECTION-BY-SECTION ANALYSIS OF HB 1029 
GENERAL FUND INVESTMENTS

Section 1. Repeal and re-enactment of the general fund investment 
act. This section requires the commissioner o f revenue to obtain 
market rates of return on a l l  s ta te  investments un7ess otherwise 
provided by law and redefines the prudent-man ru le  to emphasize 
the safe ty of principa l over income. This section further 
requires the commissioner of revenue to invest a l l  a va i la b le  
funds in Alaska unless the permissable investments are not 
ava ilab le  at comparable r is k  le ve ls .

Additions to existing lav;:
1. Foreign secu r it ie s
2. Gold bu llion
3. Deposits with Alaska savings and loan associations
4. Deposits with Alaska savings banks
5. Deposits with Alaska cred it unions
6. Eurodollar investments
7. Foreign currency time deposits 

Deletions from existing law:
1. State agricu ltu re loans
2. State veterans loans
3. Alaska Rural Rehabilita tion Corp. mortgages
4. Other secu r it ie s



C o r p o r a t e  debt securi t i e s  h a v e  been l i m i t e d  to t h o s e  

r a t e d  at least "Baa" b y  a n a t i o n a l l y  r e c o g n i z e d  r a t i n g  

o r g a n i z a t i o n ,  and p r e f e r r e d  and c o mmon s t o c k  c o u l d  be 

p u r c h a s e d  o n l y  if the i s s u i n g  c o r p o r a t i o n  h a d  p a i d  d i v i d e n d s  

for the p r e c e d i n g  three years. A l l  m o r t g a g e s  h a v e  b e e n  

l i m i t e d  to n e w  loans o n l y  —  the g e neral f u n d  c o u l d  n o t  

p u r c h a s e  loans f r o m  b a n k  inventories. H e d g i n g  l a n g u a g e  

i d e n t i c a l  to that u s e d  b y  the A l a s k a  P e r m a n e n t  F u n d  is 

included. Finally, a n  i n c rease  in the l i m i t a t i o n  on b a n k  

l o a n  d e l i n q u e n c i e s  has b e e n  proposed, a n d  the S t a t e  I n v e s t m e n t  

A d v i s o r y  C o m m i t t e e  has b e e n  eliminated.

L a n g u a g e  c o v e r i n g  i n v e s t m e n t  in loans g u a r a n t e e d  or 

i n s u r e d  b y  the U n i t e d  States g o v e r n m e n t  is a l l - i n c l u s i v e  and 

w i l l  e n c o m p a s s  b o t h  p r e s e n t  and f uture p r o g rams . C o m m e r c i a l  

l oans w o u l d  be s e c u r e d  by b u i l d i n g s  on ly —  u n d e v e l o p e d  land 

c o u l d  n o t  be u s e d  as c o l l a t e r a l  a n d  the i s s u i n g  b a n k  m u s t  

r e t a i n  its p a r t i c i p a t i o n  u n t i l  the loan ma t ures.

S e c t i o n  2. R e p e a l  of l a n g u a g e  w h i c h  enables t h e  c o m m i s s i o n e r  

of r e v e n u e  to p u r c h a s e  Sta te f i s h  hatchery, v e t e r a n s ,  a l t e r n a t i v e  

t echnology,  tourism, a n d  small b u s i n e s s  loans d i r e c t  f r o m  

s u r p l u s  w i t h o u t  l e g i s l a t i v e  appropriation.

A n a l y s i s  o f  HB 1 0 2 9 ,  Page  2
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I n t r o d u c e d :  5 / 2 / 8 0
R e f e r r e d :  F i n a n c e

BY THE FINANCE COMMITTEE
IN THE HOUSE BY REQUEST

HOUSE BILL NO. 1029 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act relating to investment of Burplus funds in the

state treasury; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.10.070 is repealed and re-enacted to read:

Sec. 37.10.070. INVESTMENT OF SURPLUS FUNDS. (a) When the commis­

sioner of revenue determines that there is in the state treasury a 

surplus above an amount sufficient to meet current cash expenditure 

needs, the surplus shall be invested at competitive national market 

rates unless otherwise provided by law in any of the following:

(1) obligations of, or obligations insured or guaranteed by, 

the United States or agencies or instrumentalities of the United States;

(2) obligations secured by reserves paid in by the United 

States or agencies or instrumentalities of the United States or obliga­

tions of corporations in which the United States is a shareholder or 

member;

(3) certificates of deposit issued by United States domestic 

banks which are members of the Federal Deposit Insurance Corporation for 

which a generally recognized secondary market exists or which are securec 

fully at all times as to the payment of principal and interest in accord­

ance with Alaska law;

(4) corporate debt securities with a minimum rating of "Baa" 

or the equivalent by a nationally recognized rating organization and the 

preferred and common stocks of companies which have paid dividends 

continuously for the last three years;
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(5) commercial paper bearing the highest rating of a na­

tionally recognized rating organization;

(6) the portion of first lien real estate mortgages guaran­

teed by the United States or agencies or instrumentalities of the United 

States;

(7) the portion of business and industrial loans guaranteed 

by the United States or agencies or instrumentalities of the United 

States;

(8) loans insured by the United States or agencies or instru­

mentalities of the United States;

(9) conventional residential mortgages if the offering finan­

cial institution retains at least 25 percent of the mortgage for a 

minimum of two years;

(10) notes secured by mortgages of commercial buildings if the 

originating financial institution retains at least 25 percent of the 

mortgage until maturity;

(11) other loans secured by real property, if the offering 

financial institution retains at least 33-1/3 percent of the mortgage 

until maturity;

(12) securities of foreign governments, foreign governmental 

agencies, and foreign corporations the principal, interest or dividends 

of which are payable in either United States dollars or foreign curren­

cies ;

(13) gold bullion, certified as to fineness of at least 90

percent;

(14) bankers acceptances drawn on and accepted by banks with a 

combined capital and surplus aggregating at least $200,000,000;

(15) shares of federally chartered savings and loan associa­

tions in Alaska which are fully secured at all times as to the payment
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of principal and interest in accordance with Alaska law;

(16) savings certificates issued by state-chartered savings 

and loan associations in Alaska which are fully secured at all times as 

to the payment of principal and interest in accordance with Alaska law;

(17) deposits with mutual savings banks in Alaska which are 

fully secured at all times as to the payment of principal and interest ir 

accordance with Alaska law;

(18) fixed-term certificates of indebtedness of federally 

insured credit unions in Alaska which are fully secured at all times as 

to the payment of principal and interest in accordance with Alaska law;

(19) foreign time deposits of both United States-owned and 

foreign-owned banks and trust companies denominated in either United 

States dollars or foreign currencies;

(20) notes secured by mortgages of commercial or residential 

buildings if the mortgages are insured by a private mortgage insurance 

corporation which is authorized to do business in Alaska and has combinec 

capital, surplus and reserves aggregating at least $20,000,000; however,

(A) mortgage insurance is not necessary for commercial 

loans having loan-to-value ratios of less than 50 percent and the 

minimum coverage of other commercial loans is 10 percent for those 

hiving a loan-to-value ratio of 50-60 percent and 15 percent for 

those having a loan-to-value ratio greater than 60 percent but no 

more than 75 percent; and

(B) mortgage insurance is not necessary for residential 

loans having a loan-to-value ratio of less than 70 percent and the 

minimum coverage of other residential loans is 10 percent for those 

having a loan-to-value ratio greater than 70 percent but less than 

90 percent and 20 percent fcr those having a loan-to-value ratio of 

90 percent.

- 3 -  HB 1 0 2 9
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(b) To qualify as a mortgage or secured loan which may be purchased 

by the state under (a)(9), (10), or (11) of this section, the mortgage

or secured loan must

(1) be secured by real estate in the state;

(2) have as a mortgagor an Alaskan resident or a corporation 

in which at least 53 percent of the stock is owned by Alaska residents;

(3) be certified by the orginating financial institution that 

the loan being sold has been made in compliance with law and that liens 

supporting the loan have been perfected;

(4) not have been held by the originating financial institu­

tion for a period greater than 90 days.

(c) When more than three percent of the aggregate of all loans 

purchased from a financial institution becomes 60 days delinquent, the 

state shall discontinue purchasing loans from that financial institution 

until the delinquency is reduced to less than three percent.

(d) In making investments, the commissioner of revenue shall 

exercise the judgment and care under the circumstances then prevailing 

which an institutional investor of ordinary prudence, discretion, and 

intelligence exercises in the management of large investments entrusted 

to it not in regard to speculation but in regard to the permanent dispo­

sition of funds, considering probable safety of capital as well as 

probable income.

(e) Except as provided in this section, the commissioner of revenue

may

(1) invest and reinvest the principal and income without 

distinction between principal and income;

(2) sell, exchange, convey, transfer, or otherwise dispose of 

an investment of the general fund by private contract or at public 

auction;

_ 4 _  HB 1 0 2 9
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(3) vote upon a stock, bor.d, or other security} give a general 

or special proxy or power of attorney with or without power of substitu­

tion; exercise a conversion privilege, subscription right, or other 

option and make payments incidental to it; consent to or participate in

a corporate reorganization or other change affecting corporate securi­

ties, delegate discretionary power, pay an assessment or charge in 

connection with the delegation; and generally exercise of the powers 

of an owner with respect to stocks, bonds, securities, or other invest­

ments held in the general fund;

(4) make, execute, acknowledge, and deliver documents of 

transfer and conveyance and instruments necessary or appropriate to 

carry out the powers granted;

(5) register investments held in the name of the state;

(6) do all acts whether or not expressly authorized which are 

considered necessary or proper for the protection of the investments.

(f) The commissioner of revenue may enter into futures contracts

for the sale of investments purchased under (a) of this section only for

the purpose of hedging an existing equivalent ownership position in 

these investments.

(g) The commissioner of revenue may enter into contracts for

services providing investment advice, custody of securities, and execu­

tion of transactions, in or out of Alaska.

(h) The commissioner of revenue shall invest all funds available 

under this section in investments in Alaska to the extent investments in I 

Alaska are available if investments in Alaska

(1) have a risk level comparable to alternate investment 

opportunities; and

(2) are included in the list of permissable investments in

(a) of this section.

- 5 -  HB 1 0 2 9
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(i) In this section

(1) "mortgage" means a pledge or security of particular 

property for the payment of a debt or the performance of some other 

obligation, whatever form the transaction may take;

(2) "resident" means a person domiciled in this state.

* Sec. 2. AS 16.10.550; AS 26.15.070(b); AS 45.88.040(b); AS 45.90.040(b) 

and AS 45.95.020(b) are repealed.

* Sec. 3. Section 2 of this Act takes effect July 1, 1980.

* Sec. 4. Sections 1, 3 and 4 of this Act take effect immediately in 

accordance with AS 01.10.070(c).
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V S 3 +  ,

Introduced: 5/2/80
Referred: Finance

B Y  T H E  F I N A N C E  C O M M ITTEE

IN T H E  HOUSE B Y  R E Q UEST

H OUSE BILL NO. 1029 

IN THE L E G I S L A T U R E  O F  THE STATE OF A LASKA 

E L E V E N T H  L E G I S L A T U R E  - S E C O N D  S E SSION  

A  BILL

For an Act entitled: "Ar Act relating to investment of surplus funds in the

state treasury; and p r o v iding for an effecti ve date."

B E  IT E N A CTED B Y  T H E  L E G I S L A T U R E  OF T H E  STATE OF ALASKA:

* S e ctio n 1. AS 37.10.070 is r e p e a l e d  and re-en a c t e d  to read:

Sec. 37.10.070. INVEST M E N T  OF SURPLUS FUNDS, (a) I/hen the c o m m i s­

sioner of revenue determines that there is in the state treasury a 

surplus above an amount sufficient to meet current cash expenditure 

needs, the surplus shall be invested  at c ompet itive national m a r k e t  

rates unless o therwise provided b y  law in any of the following:

(1) obligations of, or obligations insured or guar an t e e d  by, 

the U nited States or agencies or i n s t r u m ental ities of the U n i t e d  States;

(2) obligations secured by reserves paid in by the United 

States  or agencies or i n strumental ities of the U n i t e d  States or o b l i g a­

tions of corporations in w h i c h  the U n ited States is a s h areho lder or 

m e m b e r ;

(3) certificates of deposit  issued b y  U nit ed States domestic 

banks w h i c h  are members of the Federal Deposit Insurance C o rp oration for 

w h i c h  a g e n e r a l l y  r ecognized secondary  m a r k e t  exists or which  arc secuiec 

f u l l y  at all times as to the p a y ment of principal and interest in a c c o r d­

anc e  with A laska law;

(4) corporate debt securities wit h a m i n i m u m  r ating of "Baa"

or the equivalent b y  a n a t i o n a l l y  recogn i z e d  r ating o r g a n i s a t i o n  and the 

p r e f e r r e d  and c ommon stocks of companies which  have paid dividends 

c o n t i n u o u s l y  for the last three years;

-1- HB 1029
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(5) commercial paper bearing the highest rating of a na­
t io n a lly  recognized rating organization;

(6) the portion of f i r s t  l ien  real estate mortgages guaran­
teed by the United States or agencies or inr crumentalities of the United 
States;

(7) the portion of business and industr ia l loans guaranteed 
by the United States or agencies or instrumentalities of the United 
States;

(8) loans insured by the United States or agencies or in s tru ­
mentalities of the United States;

(9) conventional res iden tia l mortgages i f  the offering finan­
c ia l in s t i tu t io n  retains at least 25 percent of the mortgage for a 
minimum of two years;

(10) notes secured by mortgages of commercial buildings i f  the 
originating financia l in s t itu t ion  retains at least 25 percent of the 
mortgage un t i l maturity;

(11) other loans secured by real property, i f  the offering 
financia l in s t itu t io n  retains at least 33-1/3 percent of the mortgage 
u n t i l  maturity;

(12) securit ie s of foreign governments, foreign governmental 
agencies, and foreign corporations the princ ipa l, in terest or dividends 
of which arc payable in either United States do llars or foreign curren­
cies ;

(13) gold bu llion , c e r t i f ie d  as to fineness of at leas t 90
percent;

(1A) bankers acceptances dra;m on and accepted by banks with a
combined capita l and surplus aggregating at least $200,000,000;

(15) shares of federa lly  chartered savings and loan associa­
tions in Alaska which are f u l ly  secured at a l l  times as to the payment

COMMITTEE COPY '2' /o7.9
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of princ ipal and int erest in a c c o r d a n c e  w i t h  Al aska law;

(16) savings certificate s issued by s t a t e - c h a r t e r e d  savings 

and loan associations  in A las ka w h i c h  are fully secured at all times as 

to the p a yment of principal and int erest in acc ord a n c e  w i t h  Alaska law;

(17) deposits with mutual savings banks in Alaska  w h i c h  are 

fully secured at all times as to the p a y m e n t  of p r i n cipal and interest ir 

a c c o r d a n c e  w i t h  Alaska law;

(18) f i x e d - t e n n  c e r ti ficates of indebtedness of f ederally 

insured credit unions in Alaska w h i c h  are f ul ly secured at all times as 

to the payment of principal and i n t e r e s t  in accord a n c e  w i t h  Alaska law;

(19) f o reign time deposits of b o t h  U n i t e d  Sta tes-owned and 

foreign-ov/ned banks and trust co mpanies d e n o m i n a t e d  in c it her United 

States dollars or f o reign currencies;

(20) notes secured by m o r t g a g e s  of commercial or residential 

buildings if the mort gages are i n sure d by a priva te mortgage insurance 

c o r p o r a t i o n  w h i c h  is authori zed to do b u s i n e s s  in Alaska and has combinet 

capital, surplus and reserves a g g r e g a t i n g  at least $20,000,000; however,

(A) mortgage  i n s u r ance is not n e c e s s a r y  for commercial 

loans having loan-to- value ratios of less than 50 percent and the 

m i n i m u m  coverage of other commer cial loans is 10 percent for those 

ha v i n g  a loan-to-v alue rati o of 50-60 p e r cent and 15 percent for 

those having a loan-to-value r a t i o  greater than 60 percent but no 

more than 75 percent; and

(B) m o r t g a g e  in surance is not n e c e s s a r y  for residen tial 

loans h a v i n g  a loan-to-value r a t i o  of less than 70 percent and the 

m i n i m u m  coverage of other r e s i d e n t i a l  loans is 10 percent for those 

ha v i n g  a loan-to-value ratio g r ea ter than 70 p e r c e n t  but less than 

90 percent and 20 p e rcent for those h a v i n g  a loan-to-value ratio of 

90 percent.

COMMITTEE COPY
-3-

H-8 /c>3-?



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

(b) To qual ify as a mortgage or secu red loan w h i c h  m a y  be purchased 

b y  the state un der (a)(9), (10), or (11) of this section, the m o r t g a g e  

or secured loan must

(1) be secured by real e s tate in the state;

(2) h a v e  as a mortgag or a n  A l a s k a n  resi dent or a c orpo r a t i o n  

in whi ch at least 50 percent of the stock is owned b y  Alaska residents;

(3) be ce rtified by the o r g i n a t i n g  financial instituti on that 

the loan being sold has been made in c o m p l i a n c e  w i t h  lav/ and that liens 

s u p p o r t i n g  the loan h a v e  b e e n  perfected;

(4) not have been h e l d  b y  the o r i g i n a t i n g  financial i n s t i t u­

tion for a p eriod  greater than 90 days.

(c) W h e n  more  than three p e r c e n t  of the a g g r egate of all loans 

p u r c h a s e d  from a financial i n stituti on b e c o m e s  60 days delinquent, the 

state shall d is continue purchasing loans f r o m  that financial inst it u t i o n  

u ntil the delinquency is reduced to less than three percent.

(d) In m a k i n g  investments, the c o m m i s s i o n e r  of revenue shall 

exercis e the ju dgment and care under  the circum s t a n c e s  then p revailing  

w hich an institutional investor of o r d i n a r y  prudence, discretion, and 

i n telligen ce exercises in the m a n a g e m e n t  of large investments entrusted 

to it not in r e g a r d  to sp eculation but in r ega rd to the permanen t d i s p o­

sition of funds, considering probable s afety of capital as well as 

pirobable income.

(e) Except as provided in this section, the comm issioner of revenue

m a y

(1) invest and reinvest the p r i n c i p a l  and income without 

d i s t i n c t i o n  b e t w e e n  principal and income;

(2) sell, exchange, convey, transfer, or o t h e rwise dispose of 

an i nves tment of the general fund b y  p r ivate c o n tract  or at public 

auction;

COMMITTEE COPY
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(3) v o t e  u p o n  a stock, bond, or other security* give a general 

or special p r o x y  or power of a t t o r n e y  with or w i t h o u t  power of s u b s t i t u­

tion? e x e r c i s e  a c o n v e r s i o n  privilege, s u b s c r i p t i o n  right, or other 

o p t i o n  and m a k e  payments i ncidental to it? consent to or p a r t i c i p a t e  in

a c o r p orat e r e o r g a n i z a t i o n  or other change a f f e cti ng corporate s e c u r i­

ties, d e l e g a t e  d i s c r e t i o n a r y  power, pay an asses s m e n t  or charge in 

c o n n e c t i o n  w i t h  the delegation; a n d  g e n e r a l l y  exe rcise any of the powers 

of an owner w i t h  r e s pect to stocks, bonds, securities, or other i n v e s t­

men t s  held in the general fund;

(4) make, execute, acknowledge, and deliver documents of 

tr a ns fer and c o n v e y a n c e  and instruments n e c e s s a r y  or appropriate to 

ca r r y  out the powers gianted;

(5) r e g i s t e r  investments h e l d  in the name of the state;

(6) do ail acts w h ether or not e x p r e s s l y  authorized  w h i c h  are 

c o n s i d e r e d  n e c e s s a r y  or proper for the p r o t e c t i o n  of the investments.

(f) The c o m m i s s i o n e r  of revenue m a y  enter into futures contracts 

for the sale of investments p u r c hase d u n d e r  (a) of this section o n l y  for 

the p u r p o s e  of h e d g i n g  an e x i sti ng equivalent o w n e rship p o s i t i o n  in 

these investments.

(g) T h e  commis s i o n e r  of revenu e m a y  enter into contracts for 

service s p r o v i d i n g  invest ment advice, c u stod y of securities, and e x e c u­

tion of tran sactions, in or out of Alaska.

(h) The comm i s s i o n e r  of r e v e n u e  shall invest all funds availab le 

u n d e r  this s e ction in investments in A l a s k a  to the extent investments in 

A l a s k a  are a v a i l a b l e  if investments in A l a s k a

(1) have a risk level c omparable to alternate investment 

opport u n i t i e s ;  and

(2) are included in the list of perraissable investments in

(a) of this section.
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(i) In th is section
(1) "mortgage" means a pledge or security of particu lar 

property for the payment of a debt or the performance of some other 
obligation , whatever form the transaction may take?

(2) "rrsident" means a person domiciled in th is s ta te .
* Sec. 2. AS 16.10.550; AS 26.15.070(b); AS 45.88.040(b); AS 45.90.040(b); 

and AS 45.95.020(b) are repealed.
* Sec. 3. Section 2 of th is Act takes e ffec t July 1, 1980.
* Sec. 4. Sections 1, 3 and 4 of th is Act take e ffect immediately in 

accordance with AS 01.10.070(c).
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