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PROPOSED AMENDMENTS TO CSSB 140 THAT
WERE NOT ADOPTED

Proposed amendment to CSSB 140.
Page 2, 1line 15.

The maximum term of a commitment to loan may not exceed
18 months. The renewal of a commitment to loan is at the
discretion of the Commissioner of Revenue.

Proposed amendment by Commissioner Williams.
Page 2, 1line 15.
delete the entire line and replace it with the following:

(2) if the fund 1is a participant in a loan to a fish
processor that has not been, or appears unlikely to be,
.fully repaid within a year from the time the loan was
made, then the fund may not participate in a new loan

to that processor unless there 1is in effect a reasonable
and realistic agreement, acceptable to all participants
in the.existing loan, under which the existing Jloan will
be repaid in a prompt and orderly fashion.

Proposed amendment by the governor.

Page. 2, lines .15-18

delete the following lines:

(2) the term of a loan may not exceed one year;

(3) the 1loan must be secured by 1inventory or accounts
receivable of the fish processor and may mot exceed 75

percent of the appraised value of the collateral taken
as security;



Original sponsor* Rules/Governor

IN THE SENATE BY THE RESOURCES COMMITTEE
CS FOR SENATE BILL NO. 140 (Resources) |
IN THE LEGISLATURE OF THE STATE OF ALASKA *
TWELFTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act establishing a fishery product revolving loan
fund; and providing for an effective date.””
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: )
* Section 1. AS 44.25 is amended by adding new sections to read:
ARTICLE 3, FISHERY PRODUCT REVOLVING LOAN FUND
Sec. 44.251040. ESTABLISHMENT OF LOAN FUND. The fishery product
revolving loan fund 1is established in the Department of Revenue.
Sec. 44.25.045. FISHERY PRODUCT LOANS. The department may pur —
chase participations in loans made to fish processors with facilities
located 1in_Alaska and which are_used to finance>those processors* in—

ventories of canned, frozen, or processed/\products from Alaska fish-

Sec. 44.25.050. POWERS AND DUTIES OF Tlu. DEPARTMENT. (a) The

commissioner may

. vV (D) designate agents and delegate powers to them as is

necessaryi , .
m(2) adopt regulations to implement AS 44.25.040 - 44.25.065:
(3) make and execute contracts and other instruments £o0 im—
plement AS 44.25.040 - 44.25.065i °
(4) purchase participations 1in notes and agreements securing
loans in accordance with AS 44.25.040 - 44.25.065]
(5) require that Jloans in which the fund participates bo

secured by adequate collateralj

(6) acquire real or personal property by purchaso, transfer,

CSSB 140 (Res)
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or foreclosure when that acquisition is necessary to protect a note in
which the fund has an Interest.

(b) Money in the fi,na that Is not being used for participations
in fishery product loans must be invested by the department In the same
manner as provided for the Investment of general fund surplus under
AS 37.10.070.

e (c)- Earnings anu Interest income from Investment and fishery pro—
duct loan participations must be transferred to the general fund. Re-
payments of principal from Investments and loan participations must be
returned to the fund.

Sec. 44.25.C35. LIMITATIONS ON LOANS. (a) Loan participations
purchased under AS 44.25.040 - 44.25.065 are subject to the following
Iimitationi: -

¢y state participation in a single loan may not exceed 90
percent of the total amount of the loan;

(2) the term of a loan may not exceed one year;

(3) the loan mist be secured by inventory or accountsre—
ceivable of the fish processor and may not exceed 75 percent of the
appraised value of the collateral taken as security;

" (4) the loan roust be originated and serviced by either the
Alaska Commercial Fishing and Agriculture Bank (AS 44.81.010) or by a
state or federally chartered financial institution;

(5) the servicing charge on the loan may not exceedone-) alf
of one percent of tbe outstanding balanceiof the loan;

(6) the rate of interest, Including all service fees, on the
unpaid balance of one loan"fund"s participation in a loan shall float
at the average rate at which sxx month 0.S. Treasury bills arc awarded

in the weekly auction of U.S. Treasury bills, plus three and three-

fourths percentage points, but may not exceed the applicable interest

-2- CSSB 140 (Res)



rate* .

(7 loans must be made only to fish processors with facil—
ities located in Alaska*

(8) loans may not be made to fish processors which, are 80
percent or more owned or controlled by aliens.

(b) Money in the fund shall be used to purchase participation, in
loans made to fish processors which are 50 percent or more owned or
controlled by persons.domiciled in Alaska u%til these processors needs
for loans are met before the money in the fund may be used to purchase
participation in loans made to fish processors which are less than 50°
percent owned or controlled by persons domiciled in Alaska.

(c) For the purposes of this section

D "alien" means
(A) an individual who 1is not a citizen or national of
the. United States, or who 1is not lawfully admitted to the United

States for permanent residenfe, or paroled into the United States

under the Immigration and Rationality Act C8 U.S.C. sees. 1101 -

N L]

1503), as amended* .

(B) a person, other than an individual, that was not
" created or organized under the laws of the United "States or of a

state, or whose principal place of business 1is not located in any

state* or
t

© a person, other than an individual, that was created

or organized under, the laws of the United States or of a state, or
whose principal place of business is located in a state, and which

is controlled by a person described in (A) or (B) of this para-
i 0

graph*

(2) McontrolH means that a relationship exists between a

person and fish processor in which the person exercises control consist-

-3- CSSB 140 (Res)



ing of =
(A) owning directly or indirectly, or having the power
to vote, the percentage indicated of any class of votit® security
.of a fish processor organized as a corporation; or

\ (B) influencing or affecting in any substantive manner

the election of a majority of the directors or trustees of a fish

processor organized as a corporation*
% , #

(3) "person’®” means an individual, a corporation, a
ship, an association, a joint-stock company, an estate, a trust where
the interests of the beneficiaries are evidenced by a security, an
unincorporated association, a government, a political subdivision of a
government”™ or a combination of these entities.

Sec. 44.25.060. SALE OR TRANSFER OF MORTGAGES AND NOTES. The de —
partment may sell or transfer at par value or at a premium or discount
to any bank or other private purchaser for cash or other consideration
th; mortgages and notes held as security for loans made under AS 44.-

.25.040 - 44.25.065. The proceeds.from the sale or transfer are assets

of the Tfund.

- Sec. 44 .25.065. DEFINITIONS. In AS 44.25.040 - 44.25.065
D Acommissioner™ means the <commissioner of revenue;
(2) "department®>means the Department of Revenue;
(3) "fish processor"™ means a person engaging in a business
for which a 1license 1is required under AS 43.75.010 - 43.75.090;
1) "facilities located in Alaska"™ means facilities at which,

fisheries products are canned, frozen, or otherwise processed for
inventory, including floating facilities which are documented under the
laws of the United States as defined 1in 46 U.S.C. 801, and operate
within the three-mile 1limit or within historic bays and inland waters
of the state; 1

-4 - CSSB 140 (Res)
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(5) "fishery product”™ means fin fish, shellfish, and fish
byproducts, 1including but not Ilimited to saloon, halibut, herring,
flounder, crab, clan, cod, shrimp, and pollock*

(6) "fund”” means the fishery product revolving loan fund.

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

070(c).

CSSB 140 (Res)
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JUNEAU. ALASKA RESOURCES SUBCOMMITTEE ON FISHERIES

March 4, 1981

TO: Senator Bettye Fahrenkamp, Chairman
Senate Resources Committee

FROM: Sena"te Resources Subcommittee on Fisheries
SUBJ: SB 141 "An Act making a special appropriation to

the Fishery Product Revolving Loan Fund"

The subcommittee has taken testimony and reports SB 141

back to the committee as a whole with the following rec-
ommendati ons.

Members Recommendation
Senator Mulcahy_

Senator Eliason v

Senator Gilman A
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JUNEAU, ALASKA RESOURCES SUBCOMMITTEE ON FISHERIES

March 4, 1981

TO: Senator Bettye Fahrenkamp, Chairman
Senate Resources Committee

FROM: Senate Resources Subcommittee on Fisheries
SUBJ: SB 140 "An Act creating a Fishery Product Revolving

Loan Fund"

The subcommittee has taken testimony and replaced SB 140
with CSSB 140 and reports CSSB 140 back to the committee
as a whole with the following recommendations.

Members Recommendation
Senator Mulcahy_
(7"

Senator Eliason

Senator Gilman_
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LECIS ATIVE AHFAIRS AGENCY

M EMORANTDUM March 4, 1981
SUBJECT: Constitutionality of giving first priority in
the award of fishery leans to Alaskans.
(CSSB 140)
TO: Senator Bob Mulcahy
!
THROUGH : Joseph A. Guthrie

Legislative Counsel

FROM: Bernie M. Tuggle 6~
Legislative Legal Extern

You have asked whether first priority in the award of
fishery loans under CSSB 140 could be given to companies
which are owned 50 percent or more by Alaska residents.

Your proposal would be subject to attack under the ~
privileges and immunities clause by individuals and to equal
protection attack by corporations.

The privileges and immunities clause, Article IV, section 2
says that:

The Citizens of each State shall be entitled to all
Privileges and Immunities of Citizens in the several
States.

Corporations, however, are not protected under this clasue,
since they are not citizens. Lynden Transport, 1Inc. v.
State. 532. P.2d 700 (Alaska 1975)"! Therefore, only
individuals could pursue a privileges and immunities
challenge against your proposal.

The purpose of the clause 1is:

To place the citizens of each state upon the same
footing with citizens of other states, so far as the
advantages resulting from citizenship in those states
are concerned.



Senator Bob Mulcahy
Page 2
March 4, 1981

Paul v. Virginia, 19 L.Ed. 357 (1869). However the clause
does not preclude disparity of treatment in situations where
there are perfectly valid independent reasons for it. What
the clause does bar is discrimination against citizens of
other states where there is no substantial reason for the
discrimination beyond the mere fact that they are citizens
of other states. A substantial reason for the discrimi—
nation would not exist unless there 1is something to indicate
that non-citizens constitute a "peculiar source of evil" at
which the discriminatory statute is aimed. Toomer v.
Witsell, 92 L_Ed. 1460, 1472 (1948). Moreover, even where
the presence, or activity of non-residents causes or
exacerbates the problem the state seeks to remedy, there
must be a "reasonable relationship™ between the danger posed
by noncitizens, as a class, and the discrimination practiced
upon them. Id., at 1473. Therefore, the privileges and
immunities clause demands a two-step analysis.

First, do non-residents constitute a peculiar source of evil
at which your proposal is aimed? I believe that a reasonable
and persuasive argument could be made that they do. Alaska
has a strong interest in regulating and controlling those
things it claims to "own" (the funds for which the fishery
loans would derive). Yet while this interest is by no means
absolute, Baldwin v. Montana Fish & Game Comm™T, 56 L.Ed.2d
354 (1978), Alaska"s ownership of the funds 1is a crucial
factor. Hicklin v. Orbeck, 57 L.Ed-.2d 397, 406 (1978). In
Hicklin, the Court found that Alaska had "little or no"
proprietary interest in much of the activity swept within

the ambit of Alaska Hire. Id. On the other hand, under

your proposal Alaska does have a significant proprietary
interest, e.g., management of loan funds, and development of
the fishing industry. Given this state interest in the funds
which would be the source of fishery loans, non-Alaskans
could be a "peculiar source of evil-" if the loan funds were
limited, non-Alaskans flocked to the state to get the loans,
etc.

Second, 1is there a reasonable relationship between your
proposal and the class at which your proposal is aimed.
Again, I would say "yes". Non-Alaskans are not absolutey
barred from receiving a loan; they must simply wait in line.
I would conclude that your proposal 1is constitutionally
valid as applied to non-Alaskan individuals.



Senator Bob Mulcahy
Page 3
March 4, 1981

Corporations, meanwhile, could mount a Fourteenth Amendment

equal protection attack. However your proposal seems valid

since it involves no suspect classes and no fundamental rights.
Instead, it is an example of the type of socio-economic legis—
lation that warrants a low level rational basis test. Usually,
such a test amounts to the judiciary deferring to the legislative
judgment.

"While the Alaska Supreme Court no longer applie*, a two-tiered
approach to equal protection cases, State v. Erickson, 574 P.2d
1 (Alaska 1978), the result would be the same since there

are no fundamental rights or suspect classes involved with

your proposal.

In summary, your proposal seems constitutionally valid both
in regards to individuals and to corporations.

BMT:JAG:1jb

Enclosures



LECIS ATIVE AHAIRS AGBENCY

@EMORAS5DUM March 3, 1981

SUBJECT: Constitutionality of precluding fish processors
who are 80 percent or more owned by foreign
nationals from obtaining fishery product loans
under SB 140.

T0: Senator Bob Mulcahy

FROM: Joseph A. Guthrie
Legislative Counsel

Attached is a memorandum prepared by Bernie ML Tuggle, a
legal extern serving with the Division of Legal Services. |
"have reviewed his memorandum and agree with the conclusions
and advice given in it.

JAG:1jb

Attachment
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M EMORANIDUM March. 3, 1981

SUBJECT: Constitutionality of precluding fish processors
who are 80 percent or more owned by foreign
nationals from obtaining fishery product loans
under SB 140.

TO: Senator Bob Mulcahy

FROM: Bernie M. Tuggle #7
Legislative Legal Extern

You have asked me to explore the constitutionality of pre—
cluding fish processors who are 80 percent or more owned by
foreign nationals from obtaining loans from the fishery pro—
duct revolving loan fund which would be created by SB 140. <.
This 1issue raises Fourteenth Amendment equal protection
problems because your proposal would discriminate against
persons on the basis of alienage.

As a practical matter, many fish processors would be organized

under the corporate form of business. This raises the initial
question whether corporations are protected under the equal
protection clause. The answer is an unequivocal "yes" 1.

Grosjean v. American Press Co., 80 L.Ed. 660 (1936).
Therefore, corporations and other types of business organi—
zations receive the same amount of equal protection as
individuals.

Traditionally, classifications based on alienage, like those
based on nationality, or race, are inherently suspect and
subject to the highest judicial scrutiny. Graham v.
Richardson, 29 L.Ed.2d 534 (1971). However it is unclear
whether strict scrutiny applies to non-resident aliens as
well as resident aliens. While the numerous cases which
have struck down alienage classifications have all involved
resident aliens, Truax v. Raich, 60 L.Ed. 131 (1951);
Takahashi v. Fish and Game Comm®n, 92 L.Ed. 1478 (1948);
Graham v. Richardson, supra; Sugarman v. Dougall, 37 L.Ed.2d



Senator Bob Mulcahy
Page 2
March 3, 1981

853 (1973); In re Griffiths, 37 L.Ed.2d 910 (1973)=

Hampton v. Mow Sun Wong, 5% L.Ed. 495 (1976); Zxaitiining

Board v. Otero~ 49 L.Ed.2d 63 (1977); Nyquist v. Mauclet,

53 L.Ed.2d 63 (1977); the Court has never directly addressed
this 1issue. The lower courts, meanwhile, have split on
whether strict scrutiny is the appropriate level of judicial
review for laws which discriminate against nor.-resident aliens
Compare Moreno v. Toll, 489 F.Supp. 658 (D. Me. 1980) with
United States v. Tsuda Maru, 429 F.Supp. 519 (D. Alaska 1979).

Matthews v. Diaz, 48 L.Ed.2d 478 (1976) suggests that classi-
fications which discriminate against non-resicent aliens are
not as suspect as classifications discriminating against
resident aliens.

Neither the overnight visitor, the unfriendly agent of
a hostile foreign power, the resident diplomat, nor the
illegal entrant, can advance even a colorable consti—
tutional claim to a share in the bounty that a con-—
scientious sovereign makes available to its own
citizens and some of its guests. "."Emphasis 1in

original)

Id. at 490. This possible difference in levels of judicial
scrutiny v*11 prove important as discussed below.

Another factor as to whether your piroposal would pass
constitutional muster would be the characterization of the
benefit sought. Here, that benefit would be a fishery
product loan. As a general rule, the strict strutiny
approach 1is applicable to state classifications based on
alienage, excepting those dealing with governmental
functions, in which case the less stringent rational basis
test will be applied. For example in Foley v. Connelie,

55 L.Ed.2d 287 (1978), the Court upheld a New York statute
limiting appointment to the state police force to United
States citizens by applying a rational basis, rather than a
strict scrutiny test. The application of this less demanding
standard, however, was clearly limited to nienage classi—
fications in matters 1involving the state"s historical power
to exclude aliens from participation in its political
institutions. As the Court stated:

The essence of our holdings to date is that although we
extend to aliens the right tc education and public wei-



Senator Bob Mulcahy

Page 4
March 3, 1981

proposal 1includes resident aliens,
IfT your proposal includes
likely it would survive

In summary then, if your
it probably would be strx;ck down.
only non-resident aliens, then most

an equal protection attack.

BMTrijb
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POUCH S
JUNEAU. ALASKA 93811
PHONE: <507)465-2300

Feb r.ary 27, 1981

The Honorable Bob Mulcahy
Berate Resources Committee
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Re: .SB 140 and 141 (fish pack 1loans)

Dear Senator Mulcahy:

This 1is in response to the questions that came up
during my testimony on these bills before your subcommittee.

1. Loans for inventory, not working capital. It
definitely the Governor®s intent that these loans would be
made to finance fish pack inventories and not to provide proces—
sors with working capital loans. As an artifact of being
transformed to proper legal style, ny draft references to “fish
pack loans”™ were deleted and the present ambiguity as-to intent
resulted. To resotre clarity, 1 would suggest the following
amendments to the version of the bill as introduced:

p. 1, lines 15-16: "located in Alaska and
which are used to finance such proces—
sors® inventories of canned, frozen dr
processed LPROCESSING OFj fishery products
from Alaskan fisheries."

2. When 1loans are to be nade and funded. It is our
intent to use the contractual power proposed in AS 44.25.050(3)
to make commitments to participate in pack financings before
the Ffish are bought and processed. However, since the financing
would be to finance only the pack or inventory (see comment 1),
the execution of such commitments and the actual funding would
take place only after the 1inventory is 1in existence. Funds for
starting up at the beginning of the season would be from a
processor"s working capital and, her.ce, could not be advanced
under this loan progranm.

3. Term of the Iloans. Tne Committee expressed con
cern that if there 1is no clear stat._tory limit to the ternm
of the loans, processors may attempt to sell last the 1inventory
collateralizing the 1loan fund"s participation* in“crder to
prolong or take advantage of the Ic-er interest rate. This

is



The Honorable Bob Mulcahy February 27, 1981
Page Two

concern will be taken care of by tr.e fact that a participation
in a loan will be purchased, rathe- than a separate loan be

made from the 1loan fund. The fjnd will be a partner 1in a fish
pack loan, together with the bar.its or other financial 1institu—
tions that are participating in the loan. All participants

in the loan would have pro-rata, u-divided interests 1in the
collateral, and therefore, it wtul: not be possible for a
processor to pay off his higher-iinterest bank participations
in the loan while stretching out the State"s lower-interest
participation.

As 1 testified, rigidly limiting the term of a loan
to-one year 1is unrealistic. True, in good years all the
processors can work down their inventories and pay off the loan
within 12 months, but good years don"t come every year and it
is not uncommon for a processor to need more time than that to
get squared away. Our leverage over the processor is not so
much that we can declare hm in default and jerk the loan out
from under him, as it is that we can refuse to help finance
the current year®s pack for him until the last year®s pack
loan 1is all cleaned up. This 1s much more meaningful economic
power than the threat of foreclosing on an inventory that the
processor would probably have been having trouble with.

I therefore recommend that line 15 on page 2 of the
“original bill be deleted and the following subsections renumbered
accordi ngly.

4. Col lateral. The loans will be for fish pack
will be secured by the pack arfd the receivables arising from
the pack. . Fluctuations 1in the market price for fish products

might suddenly lower the value of the pack so that the loan it
secures then represents more than 75 percent of the pack®s value.
What happens then? Literally under the statute, the loan

would no longer be one in which we could legally participate.

We would be forced to declare a default and foreclose on the
loan, thereby acquiring a lot of fish"products in the middle of
a bad market for fish product.

The large banks "that will be originating and partici—

pating in many of these loans -- the Rainiers, the Sea Firsts
and the like -- know all about this business and aren"t about
to let themselves 1lose a lot of money at it. It seems to me,

then, that it would be wise to share ratably in the collateral
that they themselves are willing to accept, instead of hoping to
protect ourselves by a fixed loan-to-value ratio that may
quickly become wunrealistic as the -.arket changes. Accordingly,

I suggest the following amendment :0 the original bill:

and
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Page Three

p. 2 lines 16-18: "(3) the" state participation must

be ratably secured on at least*
an etjal basis as the participa-.
tions of all other participants in
the ,oan, which must be secured by
a pledge of the fish processor®"s
inventory being financed by the
loan or the accounts receivable

“ arising from that 1inventory [OF

e THE FISH PROCESSOR] or by other
colUteral acceptable to ail
participants in the loan [AND
MAY NOT EXCEED 75 PERCENT OF THE
APPRAISED VALUE OF THE COLLATERAL
TAKEN AS SECURITY]*/

5. Definition of "facilities located in Alaska",
determines eligibility. The committee expressed concern about the
meaning of this term, particularly whether floating processors
in the three-mile limit would qualify. Certainly under the

present wording of the bill they could be construed as being
facilities located 1in Alaska, and we would adopt a regulation
to that effect unless the Legisiature shows an intent to the ”

contrary. However, it would be a natter of administrative
descretion, and the policy taken now could be reversed 1in the
future. Thus, if you wish to ensure that floating processors

will qualify for these fish pack loans, you might add the follow-—
ing definition to proposed AS 44.25.065 on page 3 of the bill:

"facilities located in Alaska"” means facilities

at which fisheries products are canned, frozen or
otherwise processed for inventory and includes

such facilities both onshore and offshore, provided
that the Tfloating facilities are registered with the
State of Alaska or the U.S. Coast Guard and operate
within the three-mile li-.it or within historic bays
and- inland waters of the State of Alaska.

Let me conclude this letter by assuring you that 1 do
not intend to set up a poorly run loan program if this bill
passes. Safeguarding the integrity of the program while meeting
the public need 1is the goal. This will not mean that every
processor gets Tfinancing under this program, but at the same
time no processor with Tfacilities *n Alaska will automatically

wk
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be excluded. Decisions will be made on a case-by-case basis.

The processor will first go to a financial 1institution or CFAB,
which will originate and participate in the loan. The originator
will be free to agree to commit to a participation or to decline
it. ITf it agrees, the originator will invite us to participate,
and we will in turn apply our independent judgment in deciding
whether or not to make a commitment. The terms and conditions,
the safeguards and protections, the duties and obligations will
all be spelled out 1in great detail in the 1loan agreements,

which we can and will insist on being to our satisfaction before
we agree to participate. It is important that the statute preserve
administrative flexibility to adapt, if appropriate, to the
particular circumstances of he individual borrower. This

bill, with the changes | hav, suggested, would provide a skeleton
to support the program, and we will do our best to flesh it out
into a heal thy-progranm.

Very truly yours

Thomas K. Williams
Commissioner of Revenue

TK* zmll

cc: Senator Eliason
Senator Gilman
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ct establishing a fish pack revolving Ioan fund.*1e
Requested bv Date

" ,Fﬂtlse(r:t@LAEtFec e(J' Department of Revenue

Pro ram Category Affected Revenue Collectlon and Management
Pr?gram rSubpr gram(s) Affected . Treasury Managemeny .

Note |f more than one ud?et component is af ected, separate ling-item amounts and funding for each
comﬁonent In the analysis sectlon )
EXPENDITURES  (Thousands of Dollars)
Fvlénl FY58222 FY5 82 FY6§42 FY6gag ,FY?Q,&
300 TRRVEIA SERVICES 3.0 120 132 145 160 17.6
300 CONTRACTUAL 2.0 2.0 2.2 2.4 2.7 o 2.9
400 COMMODITIES 2 3 3 4 4 5
500  EQULPMENT 2.0
600 LAND & STRUCTURES
T00  GRANTS. CLAIMS. ETC.
TOTAL 20.3 66.5 731 '80.5- 88.6 97.4
FUNDING  (Thousands of Dollars)
GENERAL FUND 20.:, 66.5 731 80.5 88.6 97.4
FEDERAL FUNDS
OTHER fSoecifv Fund Source)
“POSITIONS
FULL TIME 1 1 1 1 1 1
PART TIME
TEMPORARY

[1I. ANALYSIS (See Fiscal Note Preparation Instructions, Section 11>

Above includes salary and benefits for State Investment Officer 1. Travel
cost due to nature of fishing business and review requirements for |oans.
Contractual expenditures for advertising for regulations, etc- Equipment
for State Investment Officer.

Costs shown in FY 81 are for a three month period assuming the bill would
pass by March 31 If not effective until new fiscal year, equipment costs
should be 'moved to FY 82

Above is predicated on use of Alaska financial institutions as seller-servicer

jy DATE January 26: 1981 PRFPARET) PY Anselm C. Staacftc, Treasury Comptroller
AGENCY Dent, of Revenue/Treasury Divisicn

Original: Legislative Finance PHONE A6'5'2351

ce; Budget and Management

Prime Sponsor (First Legislator Named)
3.1-001 (Rev. 12/80

&



POSITIONTITLE RANGE/STEP  BARG. WNIT. LOCATION m s® IMAPII'

Stute Investment Officer Il 22A X Juneau ARA "
TYPEOrPOSITION STAFF MONTH?: RP ho. PON No. PRIGRITY FOnM 12 PAGE/LINE P
2 PFT MM Wy ez MM
« , - J
3 TYPE OF EXPENDITURE AMOUNT JUSTIFICATION:
3
PERSONAL SERVICES:
SALARY 3,494 X 12 41,928
"NENE"F.Ts""A17?ZB-xTI5TI 6,428 Necessary to implement and monitor new Fish Pack

Revolving Loan Fund. A

litaiTil NS_Mo_Fix. 12x150
TOTAL PERSONAL SERVICES Investment Officer will review and screen loan
TRAVEL applications. Analyzes overall value and security
and approves loan for purchase/participation.
Confer with affected agencies and institutions
to maintain smooth revolving loan program. Works
with-Alaska financial institutions for participations.

PROGRAM Revenue Collection and Management

BRU Treasury Management FY §2

<40 REQUEST FOR NEW COMPONENT.
Lo POSITION* Fofle. of.

QEMCY Department of Revenue

REVISED 1/26/81

itatp -— - m



COMMITTEE REPORT

SENATE
FURTHER: None
- 3/16/81
Date: vay 1. 1981
Mr. President:
The Committee on FINANCE has had SB 141

making a special appropriation to the fishery product revolving loan fund

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

[ 1 do pass [ 1 do not pass
[ 1 do pass with attached amendments(s)
L ] same title
Iy- 1 replace with CS for SB 141__ (Finance) [ x]J new title
and recommends individual recannendaticns
[ ] AND attaches a "Letter of Intent” [ 1 New Fiscal Note
[ 1 reports it back without recommendation
[ ] referred to the Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS
/
m/-/ e W //aA , _Jh /Lel
// .u (. AIElu ZWB-u/amiks fo A
- 7 /PAAA- . ........... /JoA C
--J S.
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CHAIRMAN
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Original sponsor: Rules/Governor
Funding Information
General Fund $40,000,000
Other Funds -0-
$40,000,000
IN THE SENATE
CS FOR SENATE BILL NO. 141 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION
A BILL e
For an Act entitled: "An Act making a special appropriation to the Depart—
ment of Revenue for 1loan guarantees for commercial
fish purchasers; and providing for an effective date."

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

* Section 1. The sum of $40,000,000 is appropriated from the general
fund to the Department of Revenue, fish processing loan guarantee account,
(sec. 2(c), ch. 32, SLA 1980) to provide guarantees for loans made to commer —
cial fish purchasers.

* Sec. 2. The unexpended and unobligated portion of the appropriation
made by this Act lapses into the general fund June 30, 1982.

* Sec. 3. This Act takes effect on the effective date of a version of an
Act entitled "An Act establishing a fishery product revolving loan fund and
providing for loans and loan guarantees for commercial fish purchasers; and

providing for an effective date."”



. ¢ ™ 1 T .

fidnz1w J8Stafc Jintslaturs

POUCH V

STATE CAPITOL
JUNEAU. ALASKA 90811
(907 >468-3834

<007) 409-3638

BETTYE FAHRENKAMP, CHAIRMAN
VIC FISCHER. Vice.Chairman
BRAtS BRADLEY

DICK ELIASON

DON OILMAN

DOB MULCAHY

ARLISS STURGULEWSKI

(Umimttttee VI Resources

X

Senator Bennetr.} Co-Chairman
ana

n‘aTtor Dankworth, Co-Chairman
Senate Finance Committee

FROM: Senator Fafiren.;amp, Chairma
Senate Resources Committee

March 17, 1981

SB 141 "An Act making a special appropriation to
the fishery product revolving loan fund"

Attached please find a copy of Senate Resources Committee's
file on SB 14]. I .

Attachmen ts

BF; rk



ocTTvr. t-AHRENKAMP. ClialimBh
VIC KISCMCK. VIiCC.CHAIRHAN
ohao unAUL.LV

DICK ELIASON

DON GILMAN

DOB MULCAHY

ARLISS 6TUHGULEW SKI

March 13,- 1981

1:30 p.m.
Hearing: SJR 25
SCR 12
SB 1AO
..-.*
SB 1Al
. S 25

John McDermott,

Skagway City Council,

POUCH V

STATE CAPITOL
JUNEAU, ALASKA OOUtt
1007} <903-3034

(007) 403-3039

Rotate

(Hmmmttcc on JResouroys

Beltz Room
213 Capitol

. MEMBERS PRESENT

’ SENATOR FAHRENKAMP
SENATOR FISCHER
SENATOR ELIASON
SENATOR GILMAN
SENATOR MULCAHY
SENATOR STURGULEWSKI

"“Relating to the Klondike Gold Rush
National Historical Park"

"Relating.to hand trolling"

"An Act-creating a fishery product
-revolving loan fund"

"An Act making a specll appropriation

to the fishery product revoBving loan
fund" .

; Vo oovit o ‘o V:

stated there had been

- a considerable breakdown In communication with the National

Park Service. Their
policy. The policy is in draft form and

 land acqulsl1l on
there has never
SJR 25 will
Counc il supports

« Skip Elliott, Skagway City Manager,
previously outlined

major problem is with the Park Service's

a public meeting on it. Hie stated that

certainly help their situation and the City

stated that he had
the City's problems when he testified on



Senate Resources Committee

March 13, 1981
Page: 2

SB 38. He said that the Park Service is more receptive
since the introduction of SB 306 and SJR 25.

.30ator-Mulcahy put forth the motion to move SJR 25 with
individual recommendations.

SCR 12 T

Senator El.iason stated that the Board of Fisheries made a
mistake at their last meeting in limiting hand trollers to

one line. SJR 12-addresses some of the options to the problems

the Board created.

Senator Mulcahy put forth the motion to move SCR 12 with
Individual recommendations.

SB 140 and SB 141

Senator Mulcahy stated that the Senate Resources Subcommittee
on Fisheries held hearings on SB 170 February 11th, February
18th, and March ~th. He stated that SB 1A1, which is an

appropriations bill of $100 million, was not addressed in
Subcommittee because it is basically a Finance Committee
issue. He requested that the Committee adopt the Subcommittee's

CSSBIAC with one amendment:

Page 1, Line 15-18, delete the words "processing of
and replace with "such processors' inventories of
canned, frozen or processed"

Senator Mulcahy put forth the motion to move CSSB 140 as
amended with Individualerecommendations.

Senator Mulcahy put forth the motion to move SB 141 with
individual recommendations.

The Chairman adjourned the hearing at 2:5 p.m.
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JUNHAU, ALASKA RESOURCES SUBCOMMITTEE ON FISHERIES

March 4, 1981

e TO:" Senator Bettye Fahrenkamp, Chairman
“Senate ResourcesCommittee

*eo

FROM: Senate Resources Subcommittee on Fisheries

SUBJ: SB 141 "An Act making a special appropriation to
the Fishery Product Revolving Loan Fund"

Thesubcommittee has taken testimony and reports SB 141
back to the committee.as a whole withthe following rec—
ommendations .

Members. Recommendat ion
Senator Mulcahy”

Senator Eliason

- Senator Gilman /0-1bis7 /f/d
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March 4, 1981
TO:"- Senator Bettye Fahrenkamp, Chairman
"Senate Resources Committee
FROM: Senate Resources Subcommittee on Fisheries

SUBJ: SB 141 "An Act making a special appropriation to
"the Fishery Product Revolving Loan Fund”

The subcommittee has taken testimony and reports SB 141
back to the committee.as a whole with the following rec—
ommendations .

Members. Recommendation

Senator Mulcahy_
Senator Eliason

Senator Gilman rj m yf/d
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Introduced: 2/3/81

Funding Information Referred: Resources and

General Fund $100,000,000 Finance
Other Funds ) 0-
$i00,000,00iT

BY THE RULES COMMITTEE BY
IN THE SENATE REQUEST OF THE GOVERNOR

SENATE BILL NO. 141
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act making a special appropriation to the fishery

product revolving loan fund; and providing for an

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

* Section 1. The sum of $100,000,000 is appropriated from.the general
fund to the Department of Revenue, Tfishery product revolving loan fund, for
the purposes of implementing AS 44.25.040 - 44.25.065.

* Sec. 2. The appropriation made in sec. 1 of this Act is not a one-year
appropriation and does not lapse under AS 37.25.010.

* Sec. ,3. This Act takes effect upon the effective date of a version of
a bill entitled."An Act establishing a fishery product revolving loan fund;

X

and providing for an effective date."

*l- SB 141
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MEMORANDUM
TO: SENATE RESOURCE COMMITTEE MEMBERS

FROM: JIM PALMER
SENATE RESOURCES COMMITTEE STAFF

RE: CSSB 140 "AN ACT ESTABLISHING A FISHERY PRODUCT REVOLVING LOAN FUND."
SB 141 "AN ACT MAKING A SPECIAL APPROPRIATION TO THE FISHERY PRODUCT

REVOLVING LOAN FUND."
SCR 12 "A RESOLUTION RELATING TO HAND TROLLING."

DATE: MARCH 5, .1981

The. Subcommittee on Fisheries, chaired by Senator Mulcahy, has passed
out of subcommittee CSSB 140, SB 141 and SCR 12.

These three measures have been scheduled for full committee consideration
on Friday, March 13. >

Attached are some informational materials relative to these bills.
(1) copy of subcommittee substitute foi* SB 140.

Cl) a February 27 letter to Senator Mulcahy from the Department of
Revenue on SB 140 and 141.

. (3) a memorandum from Legislative Affairs Agency on the constitutionality
of precluding fish processors who are 80% or more owned by foreign
nationals from obtaining fishery product loans under SB140. This
memorandum was daﬁﬂf March 3 and was directed to Senator Mulcahy.

(4) a memorandum to Senator Mulcahy dated March 4 on the constitutionality
of giving first priority in the award of fishery loans to Alaskans.

(5) fiscal note prepared for SB 140 by the Dept, of Revenue.

1l also understand that the subcommittee will be preparing a letter of
intent to accompany CSSB 140.
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MEMORANTDUM March A, 19SI
SUBJECT: Constitutionality of giving first priority in
e« the award of fishery leans to Alaskans.
(CSSB 140)
TO: « .Senator Bob Mulcahy
THROUGH: Joseph A. Guthrie
e Legislative Counsel
FROM: .- Bernie M. Tuggle

o137 X ("> Legislative Legal Extern

You have asked whether first priority in the award of
fishery loans under CSSB 140 could be given to companies
which are owned 50 percent or more by Alaska residents.

Your proposal would be subject to attack under the"
privileges and immunities clause by individuals and to equal
protection attack by corporations.

The privileges and immunities clause, Article 1V, section 2
evsays that:

The Citizens of each State shall be entitled to all
vm Privileges and Immunities of Citizens in the several
" States.

Corporations, however, are not protected under this clasue,

Vh}]|§*~since they are not citizens. Lynden Transport, 1Inc. v.
LJ Lot State, 532 P.2d 700 (Alaska 1975). Thererore, only
<V viar . vindividuals could pursue a privileges and immunities
|E"1]’V‘“*<‘3*-’challenge against your proposal.  LLL.......... i

IH Hok ': -*.. N -
Thelpurpose of the clause 1is: o TR0 W

Wy
tx:.-z.- To place the citizens of each state upon the sane
footing with citizens of other states, so far as the
sfadvantages resulting from citizenship in those states-
< are concerned.



Paul v. Virginia, 19 L.Ed. 357 (1869). However the clause
does not preclude disparity of treatment in situations where
there are perfectly valid independent reasons for it. What
the clause does bar is discrimination against citizens of
other states where there 1is no substantial reason for the
discrimination beyond the mere fact that they are citizens
of other states. A substantial reason for the discrimi—
nation would not exist unless there 1is something to indicate
that non-citizens constitute a "peculiar source of evil” at

which the discriminatory statute is aimed. Termer v.
Witsell, 92 L.Ed. 1460, 1472 (1948). Moreover, even where
the presence, or activity of non-residents causes or u

exacerbates the problem the state seeks to remedy, there
must be a "reasonable relationship”™ between the danger posed
by noncitizens, as a class, and the discrimination practiced
upon them. Ld., at 1473. Therefore, the privileges and
immunities clause demands a two-step analysis.

First, do non-residents constitute a peculiar source of evil
at which your proposal is aimed? I believe that a reasonable
and persuasive argument could be made that they do. Alaska
has a strong interest in regulating and controlling those
things it claims to "own" (the funds for which the fishery
loans would derive). Yet while this interest is by no means
absolute, Baldwin v. Montana Fish & Game Comm®n, 56 L.Ed.2d
354 (1978), Alaska®s ownership of the funds is a crucial
factor. Hicklin v. Orbeck, 57 L.Ed. 2d 397, 4C5 (1978)"J In
Hicklin, the Court found that Alaska had "little or no"
proprietary interest in much of the activity swept within

the ambit of Alaska Hire. ~-id_. On the other hand, under

your proposal Alaska does have a significant proprietary
interest, e.g., management of Iloan funds, and development of
the fishing industry. Given this state interest in the funds
which would be the source of fishery loans, ncn-Alaskans
could be a "peculiar source of evilJ if the lean funds were
limited, non-Alaskans flocked to the state to get the loans,
etc.

Second, 1is there a reasonable relationship between your
proposal and the class at which your proposal is aimed.
Again, |1 would say "yes". Non-Alaskans are net absolutey
barred from receiving a loan; they must simply wait in line.
I would conclude that your proposal 1is constitutionally
valid as applied to non-Alaskan individuals.



Senator Bob Mulcahy
Page 3
March 4, 1981

Corporations, meanwhile, could mount a Fourteenth Amendment
equal protection attack. However your proposal seems valid
since it involves no suspect classes and no fundamental rights.
Instead, it is an example of the type of socio-economic legis—
lation that warrants a low level rational basis test. Usually,

such a test amounts to-.the judiciary deferring to the legislative
judgment.

While the Alaska Supreme Court no longer applies a two-tiered
approach to equal protection cases, State v. Erickson, 574 P. 2d
1 (Alaska 1978), the resuit would be the same since there

are no fundamental rights or suspect classes involved with
y. ur proposal.

In summary, your proposal seems constitutionally valid both
in regards to individuals and to corporations.

BMT:JAG:1jb

Enclosures



LEGSLATVE AFFAIRS AGENCY

M EMORANDUM March 3,. 1931

SUBJECT: Constitutionality of precluding fish processors
who”are 80 percent or more owned by foreign
nationals from obtaining fishery product loans
under SB 140.

TO: Senator Bob Mulcahy

FROM: Joseph A. Guthrie
Legislative Counsel

Attached is a memorandum prepared by Bernie M. Tuggle, a
legal extern serving with the Division of Legal Services. |
have reviewed his memorandum and agree with the conclusions
and advice given in it.

JAG:1jb

Attachment
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M EMORANDUM March 3,- 1991
SUBJECT: Constitutionality of precluding fish processors
who are 80 percent or more owned by foreign
nationals from obtaining fishery product loans
under SB 140.
TO: . Senator Bob Mulcahy
FROM: Bernie M. Tuggle s1

Legislative Legal Extern

You have asked me to explore the constitutionality of pre—
cluding fish processors who are 80 percent or more owned by
foreign nationals from obtaining loans from the fishery pro—
duct revolving loan fund which would be created by SB 14*0.
This i1ssue raises Fourteenth Amendment equal protection
problems because your proposal would discriminate against
persons on the basis of alienage.

As a practical matter, many fish processors would be organized

under the corporate form of business. This raises the initial
question whether corporations are protected under the equal
protection clause. The. answer is an unequivocal "yes".

Grosjean v. American Press Co., 80 L.Ed. 660 (1936).
Therefore, corporations and other types of business organi —
zations receive the same amount of equal protection as
individuals. # .
Traditionally, classifications based on alienage, like those
based on nationality, or race, are inherently suspect and
subject to the highest judicial scrutiny. Graham v.
Richardson, 29 L.Ed.2d 534 (1971). However 1t is unclear
whether strict scrutiny applies to non-resident aliens as
well as resident aliens. While the numerous cases which
have struck down alienage classifications have all involved
resident aliens, Truax v. Raich, 60 L.Ed. 131 (1951);
Takahashi v. Fish and Game Copn®r., 92 L.Ed. 1475 (1948);
Graham v. Richardson, supra; Sugarmar, v. Dougall,. 37 L.Ed. 2d
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853 (1973); In re Griffiths, 37 L.Ed.2d 910 (1973);

Hampton v. Mow Sun Wong, 48 L.Ed. 495 (1976); Examining
Board v. Otero,m9 L.Ed.2d 63 (1977); Nyquist v. Mauclet,
53L.Ed.2d 63 (1977); the Court has never airactly addressed

this 1issue. The lower courts,, meanwhile, ha"-e split on
whether strict scrutiny is the appropriate le'rel of judicial
review for laws which discriminate against no:-.-resident aliens,

Compare Moreno v. Toll, 489 F.Supp. 658 (D. K 1980) with
United "States v. TsucTa Maru, 429 F.Supp. 519 0. AlaskFT979).

Matthews v. Diaz, 48 L.Ed.2d 478 (1976) suggests that classi-
fications which discriminate against non-resident aliens are
not as suspect as classifications discriminating against-
resident aliens.

Neither the overnight visitor, the unfriendly agent of
a hostile foreign power, the resident diplomat, nor the
illegal entrant, can advance even a colorable consti—
tutional claim to a share in the bounty that a con—
scientious sovereign makes available to its own
citizens and some of its guests. (Emphasis 1in
original)

Id. at 490. This possible difference in levels of judicial
scrutiny will prove important as discussed below.

Another factor as to whether your proposal would pass
constitutional muster would be the characterization of the
benefit sought. Here, that benefit would be a fishery
product loan. As a general rule, the strict strutiny
approach 1is applicable to state classifications based on
alienage, excepting those dealing with governmental
functions, in which case the less stringent rational basis
test will be applied. For example in Foley v. Connelie,

55 L.Ed.2d 287 (1978), the Court upheld a New York statute
limiting appointment to the state police force to United
States citizens by applying a rational basis, rather than a
strict scrutiny test. The application of this less demanding
standard, however, was clearly limited to alienage classi—
fications in matters 1involving the state®"s historical power
to exclude aliens from participation in its political
institutions. As the Court stated;

The essence of our holdings to date is that although we
extend to aliens the right to education end-public wel-
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fare, along with the ability to earn a livelihood and
engage in licensed professions, the right to govern 1is
reserved to citizens.

Id. at 293. Foley,ethen, stands for a limited exception to
the general strict scrutiny standard, and this exception
will apply only 1in cases involving state regulation of one
of the basic functions of government.

In the closest case on point, Nvouist v. Mauclet, supra, the
Court struck down a New York Statute which barred resident
aliens from-state financial assistance for higher education.
While Nyquist was a 5 to 4 decision, | believe that it would
be followed and your proposal as applied to resident aliens
would be struck down. Even though Nyquist is factually
distinguishable, its holding is on point. The New York
statute indirectly barred a resident alien from seeking
higher education, 1i.e., he could not secure a state loan to
pursue his education. Similarly, your proposal would
indirectly bar a resident alien from pursuing his livlihood,

i.e., he could not obtain a state loan from the fishery

product revolving loan fund. Moreover, loans to fishermen
could hardly be characterized as a "basic governmental
function™ sueh as holding public office. Therefore, such

loans would not fit within the one recognized exception to
the general rule of strict scrutiny for classifications
based on alienage.

Your proposal as applied to non-resident aliens would pass
constitutional muster for two reasons. First, although this
area of the law is unsettled, judicial review of clasifications
discriminating against non-resident aliens seems to be lower
than strict scrutiny. Second, the Supreme Court"s cases

have often emphasized that resident.aliens live in American
communitites, must obey our laws, pay taxes, serve in the

armed forces, and have made significant contributions to our

country. It is the burdens which resident aliens bear along
with citizens that makes discriminations against resident
aliens ifrational. Resident aliens are in many respects

just like citizens, and classifications which disadvantage
them will usually be subjected to strict judicial scrutiny.
However the philosophical and legal support for this doctrine
is absent when a case involves d non-resident alien.
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includes resident aliens,
If your orcoosal includes

In summary then, if your proposal
it would survive

it probably would be struck down.
only non-resident aliens, then cost likely

an equal protection attack.

BMT.-1jb
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February 27, 1981

The Honorable Bob Mulcahy
Senate Resources Committee
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Re: *SB 140 and 141 (fish pack loans)

Dear Senator Mulcahy:

This 1s 1in response to the questions that came up
during my testimony on these bills before your subcommittee.

1. Loans for inventory, not working capital. It is
definitely the Governor®s intent that these loans would be
made to finance fish ,,ack inventories and not to provide proces—
sors with working capital loans. As an artifact of being
transformed to proper legal style, my draft references to "fish
pack loans™ were deleted and the present ambiguity as ”to intent
resulted. To resotre clarity, 1 would suggest the following
amendments to the version of the bill as introduced:

p. 1, lines 15-16: “Qocated in Alaska and
which are used to finance such proces—
sorsl inventories of cannecTT frozen or
processed [PROCESSING OF] fishery products
from Alaskan fisheries.”

2. When loans are to be made and funded. It is our
intent to use the contractual power proposed in AS 44.25.050(3)
to make commitments to participate in pack financings before
the fish are bought and processed. However, since the financing
would be to finance only the pack or inventory (see comment 1),
the execution of such commitments and the actual funding would
take place only after the 1inventory is in existence. Funds for
starting up at the beginning of the season would be from a
processor®s working capital and, hence, could not be advanced
under this Jloan program.

3. Term of the loans. The Committee expressed con—
cern that If there is no clear statutory limit to the term
of the loans, processors may attempt to sell last the inventory
collateralizing the loan fund"s participation 1in-9%rder to
prolong or take advantage of the lower interest rate. This
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concern will be taken care of by the fact that a participc.tion
In a loan will be purchased, rather than a separate loan be
made from the loan fund. The fund will be a partner in a fish
pack loan, together with the banks or other financial 1institu—
tions that are participat sy in the loan. All participants

in the loanwould have- pr -rata, undivided interests in the
collateral, and therefore, it would not be possible for a
processor to pay off his higher-interest bank participations

in the loan while stretching out the State®s lower-interest
partici pation.

#

, As 1 testified, rigidly limiting the term of a loan
to one yearis unrealistic.. True, 1in good years all the
processors can. work down their 1inventories and pay off the loan
within 12 months, but good years don®"t come every year and it
is not uncommon for a processor to need more time than that to
get squared away. Our leverage over the processor is not so
much that we can declare hm in default and.jerk the loan out
from under him, as it is that we can refuse to help finance
the current year®s pack for him until the last year®s pack
loan is all cleaned up. This is much more meaningful economic
power than the threat of foreclosing on an inventory that the
processor would probably have been having trouble with.

I therefore recommend that line 15 on page 2 of the
original bill be deleted and the following subsections renumbered

accordi ngly.

4. Col lateral. The loans will be for fish pack
will be secured by the pack an'd the receivables arising from
the pack. Fluctuations 1in the market price for fish products;

might suddenly lower the value of the pack so that the loan it
secures then represents more than 75 percent of the pack®"s value.
What happens then? Literally under the statute, the Iloan

would no longer be one in which we could legally participate.

We would be forced to declare a default and foreclose on the
loan, thereby acquiring a lot of fish*products in the middle of
a bad market for fish product.

The large banks that will be originating and partici—

pating in many of these loans -- the Rainiers, the Sea Firsts
and the 1like -- know all about this business and aren®t about
to let themselves lose a lot of money at it. It seems to me,

then, that it would be wise to share ratab®y in the collateral
that they themselves are willing to accept, instead of hoping to
protect ourselves by a fixed loan-to-value ratio that may
quickly become unrealistic as the market changes. Accordingly, .
I suggest the following amendment to the original bill:

and
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p. 2 lines 16-18: "(3) the state participation must
be ratably secured on at least
an equal basis as the participa—
tions of all other participants 1in
the loan, which must be secured by
a pledge of the fish processor”"s
inventory being financed by the
loan or the accounts receivable
arising from that 1inventory [OF
- THE FISH PROCESSOR] or by other
collateral acceptable to all"”
participants 1in the loan [AND
MAY NOT EXCEED 75 PERCENT OF THE
e m APPRAISED VALUE OF THE COLLATERAL
TAKEN AS SECURITY];u

5. Definition of “Tacilities located 1in Alaska"™, whi
determines eligibility. The committee expressed concern about the
meaning of this term/particularly whether floating processors
in the three-mile limit would qualify. Certainly under the
present wording of the bill they could be construed as being
facilities located in Alaska, and we would adopt a regulation
to that effect unless the Legislature shows an intent to the

contrary. However, it would be a matter of administrative
descretion, and the policy taken now could be reversed 1in the
future. Thus, 1if you wish to ensure that floating processors

will qualify for these fish pack loans, you might add.the follow—
ing definition to proposed AS 44.25.065 on page 3 of the bill:

“Facilities located in Alaska™ means facilities

at which fisheries products are canned, frozen or
otherwise processed for inventory and includes

such facilities both onshore and offshore, provided
that the floating facilities are registered with the
State of Alaska or the U.S. Coast Guard and operate
within the three-mile limit or within historic bays
and inland waters of the State of Alaska.

Let me conclude this letter by assuring you that 1 do
not intend to set up a poorly run loan program if this bill
passes. Safeguarding the integrity of the program while meeting
the public need 1is the goal. This will not mean that every

processor gets financing under this program, but at the same
time no processor with facilities in Alaska will automatically
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be excluded. Decisions will be made on a case-by-case basis.

The processor will first go to a financial 1institution or CFAB,
which will originate and participate in the loan. The originator
will be free to agree to commit to a participation or to decline
it. If it agrees, the originator will invite us to participate,
and we will in turn apply our independent judgment 1in deciding
whether or not to make a commitment. The terms and conditions,
the safeguards and protections, the duties and obligations will
all be spelled out 1in great detail 1in the loan agreements,

which we can and will 1insist on being®™ to our satisfaction before
we agree to participate. It is important that the statute preserve
administrative flexibility to adapt, if appropriate., to the
particular circumstances of the individual borrower. This

bill, with the changes 1 have suggested, would provide a skeleton
to support the program, and we will do our best to flesh it out
into a heal thy progranm.

Very truly yours

Thomas K. Williams
Commissioner of Revenue

TKW:ml1

cc: Senator Eliason
Senator Gilman
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JIN THE SENATE BY THE RESOURCES COESITTE
] CS FOR SENATE BILL NO. 140 (Resources)
| IN THE LEGISLATURE Or THE STATE Or ALASKA

i TWELFTH LEGISLATURE - FIRST SESSION

i

{ “ A BILL

JFor an Act entitled: "An Act establishing a fishery product revolving loan

fund; and providing for an effective date.*"
|BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.25 is amended by adding new sections to read:
ARTICLE 3. FISHERY PRODUCT REVOLVING LCAN FUND.

Sec. 44.25.040. ESTABLISHMENT OF LOAN FUND. The fishery product
revolving loan fund is established :n the Department of Revenue.

Sec. 47.25.045. FISHERY PRODUCT LOANS. The department may pur—
chase participations in loans made to fish processors with facilities
located in Alaska and which are used to finance processing of fishery
products from Alaska fisheries.

Sec. 44.25.050. POWERS AND DUTIES OF THE DEPARTMENT. (@ The

commissioner may .

(1) designate agents and delegate powers to them as is
necessary;

(2) adopt regulations to implement AS 44.25.040 - 44.25.065;

(3) cake and execute contracts ar.d other instruments to Im—
plement AS 44.25.040 - 44.25.065; 1

(4) < purchase participations in notes ar.d agreements seuurin
loans in agcordance with AS 44.25.040 - 44.25.065;

(5) require that loans in which the®"fund participates be

esecured by adequate collateral;-

(6) acquire real or personal property by purchase, transfer,

or foreclosure vher. that acquisition is necessary to protect a note in
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vhich the fund has an interest.

(b) Mcney in cha fund that 1is not being used for participations
in fishery product Loans must be invested by the department in the same
manner as provided for the investment of general fund surplus under
*AS 37.10.070.

(c) Earnings and interest income from investment and fishery pro—
duct loan participations must be transferred to the general fund. Re—
payments of principal from investments and loan participations must be
returned to the fund.

Sec. 44.25.055. LIMITATIONS ON LOANS. (@ Loan participations
purchased under AS 44.25.040 - 44.25.065 are subject to the following

. limitations :

(1) state participation in a single loan may not exceed 90
percent of the total amount of the loan;

(2) the term of a loan.may not exceed one year;

(3) the loan must be secured by inventory or accounts re—
ceivable*- of the fish processor and may not exceed 75 percent of the
appraised value of the collateral taken as security;

(4) the loaa must be originated and serviced by either the
Alaska Commercial Fishing* and Agriculture Bank (AS 44.81.010) or by a
state or federally chartered financial institution;

(5) the servicing charge on the loan may not exceed one-half
of cr.e percent of the cutstanding balance of the loan;

(6) the rate of interest, including all service fees, on the
unpaid balance of cr.e loan fund®"s participation in a loanshall float
at the average rate at which six.month U.S. Treqsury bills are awarde
in the weekly auction of b*.S. Treasury bills, plus three and three-
fourths percentage points, but nay not exceed the applicable interest

rate;”’
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(7) loans must be made only to fish processors with facil—
ities located in Alaska; e

(8) loans may not be made to fish processors which are 80
percent or more owned or controlled by aliens.

.(b) Money in the fund shall be used to purchase participation in
loans made to fish processors which are 50 percent or more owned or
controlled by persons domiciled in Alaska until these processors needs
for loans are met before the money in the fund may be used.to purchase
participation in loans made to fish processors which are less than 50
percent owned or controlled by persons domiciled in Alaska. |

(c) For the purposes of this section

(1) "alien™ means

*

(A) an individual who 1is not a citizen cr national of
the United States, or who is not lawfully admitted to the United
States for permanent residence, or paroled into the United States
under the Immigration and Nationality Act (8 U.S.C. secs. 1101 -

1303), as amended;

(B) a person, other than an individual, that was not
created or organized under the laws of the United States or of a

state, or whose principal place of business is not located in any

state; or
(C) a person, other than an individual, that was create

or organized under the laws of the United States or of a state, or
whose principal place of business is located in a state, and which
is controlled by a person described in (A)ror (B) of this para-
graph;

(2) “control™ means that a relationship exists between a
perscr. and fish processor in which the person exercises control consist
ir.g'cf
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(A) owning directly or indirectly, or having the power
to vote, the percentage indicated of any class of voting security
of a fish processor organized as a corporation; or

(B) influencing or affecting in any substantive nanner
the election of a majority of the directors or trustees of a fish
processor organized as a corporation;

.(3) "person” means an individual, a corporation, a partner—
ship, an association, a joint-stock company, an estate, a .trust where
the interests of the beneficiaries are evidenced by a security, an
unincorporated association, a government, a political subdivision of a
government, or a combination of these entities.

Sec. 44.25.060. SALE OR TRANSFER OF MORTGAGES AND NOTES. The de—
partment may sell or transfer at par value or at a premium or discount
to any bank or other private purchaser for cash or other consideration
the mortgages and notes held as esecurity for loans made under AS 44.-
25.040 - 44.25.065. The proceeds from the sale or transfer are assets
of the"fund.

mSec. 44.25.065. DEFINITIONS. In AS 44.25.040 - 44.25.065,

(1) "commissioner™ meats the commissioner of revenue;

*(2) ” "department” means the Department of Revenue;

(3) "fish processor™ means a person engaging in a business
for which a Ulicense 1is required under AS 43.75.010 - 43.75.090;

(4) "facilities located in Alaska"™ means facilities at which
fisheries products are canned, frozen, or otherwise processed for
inventory, including floating facilities which are documented under the
lavs of the United States as defined in 46 U.S.C, 801, and operate
within the three-mile limit or within historic bays and inland waters
of the state;

(5) "fishery product” means fin fish, shellfish, and fish



*

"byproducts, including but

flounder, crab, clam, cod,

(6)

Sec. 2. This Act takes

5 070(c).

6

v-L 20;

effect

not
shrimp,

“"fund"

limited

to

means

immediately

salmon, halibut,

and pollock;

the fishery product

herring,

revolyv

in accordance with AS 01.1C

CSSB 1AO(Res)



POSITIONTITLE RANGE/STEP  BARG. WNIT. LOCATION

State Investment Officer 11 22A Juneau
TYr=. Or POSITION  STAFF MONTHS  RP Nb. PCN NO. PRICHITY FORM 12 PAGE/LINS
PFT
TYPE OF EXPENDITURE AMOUNT JUSTIFICATION:
PERSONAL SERVICES:
SALARY 3,494 X 12 41,928
DENEFITS 41792B X .1533 6_j428 Necessary to implement and monitor new Fish Pack
TICA 2,004 Revolving Loon Fund.
hcaitii ins Mo. Fix. 12x150 1,800
TOTAL PERSONAL services 52,160 Investment Officer will review and screen loan
12.000 applications. Analyzes overall value and security
CONTRACTUAL 2.000 and approves -loan for purchase/participation.
COMMODITIES Confer with affected agencies and institutions
EQUIPMENT 2.000 to maintain smooth revolving.loan program. Works
OTHER with Alaska financial institutions for participations.
""OTAl. COST
roni: FUNDING ounce
FED HCPTS
GF MATCH.
GEN. HIND 10H1
I-A RCPTS.
PGM RCPTS 1/11
OTHER
aaamu"uiGii m o sm m ssm
EfiCcy Department of Revenue PROGRAM  Revenue Collection and Management
Bnu Treasury Management
| KEQUEST for new COMPONENT.

* W POSITION™ P,,0 ol L e REVISED 1/26/81
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RANGE/STEP ~ BARG. UNIT. LOCATION » Ob™/1Z
) 22A X Juneau R
No. PRICHITY FORM 12 PAGE/LINE  10Jik".) ool vE . "NH
AMOUNT [ JUSTIFICATION:
3
.necessary co implement ana monitor new risn Pack
revolving Loan tuna
52.160 investment uincer will review ana screen loan \
12,000 applications. Analyzes overall value and security -
2,000 ana approves loan tor purchase/participation =
300 uonrer witn attected agencies and institutions
2,000 . to maintain smooth revolving loan program. works
with Alaska tinancial Institutions for participations.
- 68.460
U
PROGRAM  Revenue Collection and Management
FY 82
NOMPONFNT
Pnoo 1 of 1 REVISED 1/26/81



Il. FISCAL DETAIL
Agency Affected Department of Revenue

Program Category Affected Kevenue Collection and Management

BRU, Program, or Subprogram”) Affected Treasury Management

(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)* . « -
FY 81 FY 82 FY 83 FY 84 FY 35 .FY3C-

100 PERSONAL SERVICES 13.1 52.2 57.A 63.2 69.5 76.4
2no TRAVET 3.0 12.0 13.2 14.5 16.0 17.6
300 CONTRACTUAT 2.0 2.0 2.2 2.4 2.7 2.9
400 COMMODITIES .2 .3 .3 .4 4 5
Wo  EOUIPMENT 2.0
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

°. TOTAL 20.3 66.5 73.1 "80.5 88.6 97.4
e FUNDING (Thousands of Dollars)
GENERAL FUND 20.3 66.5 73.1 |  80.5 88.6 97.4
FEDERAL FUNDS 1
OTHER fSnecifv Fund Source) 1

«"POSITIONS ’ . .
FULL TIME 1 1 1] 1 "1 Tl
PART TIME © |
TEMPORARY t

[Il. ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)

e« Above includes salary and benefits for State Investment Officer XI. Travel
cost due to nature of fishing busir.ass and review requirements for loans.
.Contractual expenditures for advertising for regulations, etc. Equipment
. for State Investment Officer.

Costs shown in FY 81 are for a three month period assuming the bill would
pass by llarch 31. If not effective until new fiscal year, equipment costs
should be moved to FY 82.

" Above is predicated on use of Alaska financial institutions as seller-servicer. ?

IV DATE January 26; 1981 PREPARED BY AnSGIm c» Staack, Treasury Comptroller
AGENCY pDent, of Revenue/Treasury Division

Original: Legislative Finance PHONE .4.65~2351

cc: Budget and Management

Prime Spon or (First Legislator Named)

33-001 (Rev. 12/80
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§44.81.010 Alaska Statutes
Section . Section
17C. Exemption fﬁom taxation 230. Loans for pur
IS?. Ecr.ds  k-g4l  investments  for entry permits

fiduciaries 240. Default and foreclosure cfl-,.-, fr -y ¢ _\/S¥/V
29?. Cer.f.icvs of interest limited entry pcrraiu - L AR
2°v. Reports end publications 250. Deficiencies gnd transfer
£10. Powers of the bank permits aftef foreclosure .
220..Transition . . '.1 - 350. Definitions

respectively, in the 1976 Temporary "rC*~-vj 1l
Special Acts and P.esolves.

Editor 3 note. — As to legislative
findings and the purposes of the enabling
art, see fs 1 end 2. ch. 159, SLA 1975,

La-*1
V.-T

*  *7.7

e .. »-

- .« o . et o %

& g e UK Ty m

E

Sec. 44.81.010. Commercial Fishing and Agriculture Bank, fal

There isestablished the Alaska Commercial Fishing and Agriculture -
Bank. The bank is a public corporation and government .
instrumentality 1in the Department of Commerce and Economic RN
Development but has a legal existence independent of and separate J*
from the state. The exercise by the bank ofthe powers conferred by this .r
chapter is considered an essential governmental function of the state. n
Except as otherwise provided in this chapter, the bank issubject to the «J

*?*a30s£s3 =

provisions of AS 10.15.005 - 10.15.600.
fb) For the purpose ofthe funding ofthe bank®™s operations, theboard
Hirectors may issue nonvoting, preferred shares of stock in the baric

repurchase
and economic development may dissolve the bank.

tc) After the board of directors has completed the necessdry®
organizational matters described in AS 44.81.030 — 44.81.040, $he
commissioner of revenue may purchase with fund$ from the gencrsl
fund up to 82,000,000 of preferred stock of the bank during fiscal year
1879 atsuch time and with terms agreed upon by the <

the board. (8 3 ch 159 SLA 197S; am 81 ch $3 SLA - R §

122 SLA 1980) . -*;:Q;?M;h,
S ,oon ym;VJ

“purchase™ near the beginning o. the *** AtV /s - J

ond sentence of subsection (l.

"shall" preceding "determine" near - -

middle cf the first sentence of

®- andl deleted "initially’ /0"0™ *

"preferrefl Shares"” pear the middle o. u™

second sentence of Subsection (0).. = ; *v."V

W= wil

Effect of amendments. — The 1979
ejmtr.dment inserted "Alaska" in the first
tenuince of subt-eciion tai,

The 1950 amendment deleted “initial”
preceding “funding” near the beginning of
suit.-ciiw. (), substituted “fiay" for
“fhal*..““ preceding "issue" near the
beginning of subsection (b) and preceding

|
§

{44.81.02:-

Sac. 44.el.020. B<
by u board ofdirector:
bcr of the board shal
Alaskan farm expcrit
mace by the governot
at the time of the f
Thereafter, five board
bank, with at least on
farmer with at least
beard men®.:-rs shall I
0f2|l the r.o-.voting, p
purchased by agencie:
board memb-:-rs shall 1
members shall annual
purpose of the board i

(b) The governor sh
on the board will remc
section. (8 3 ch 159 Sl
SLA19S0) .

Effect of amendments,
amendment designated the
this section as subsection ¢
subsection. 6ub-*.:tuted ~st\
for “five members" in the i
added the present second, fot
sentences, inserted"five" pre
members™ in the present f
and added the language be;
at least one of the elected ho;
at the end of the present f
The amendment also added 1

"The 1960 amendment

Sec. 44.81.030. Art
November 1, 197S, the
sionerofcommerce and
as provided ia AS 10.1
shall be waived. (83 c

Sec. 44.81.040. Byl;
initial bylaws of the b.
bylaws 1is vested in tin

provisions for the regul:
not inconsistent with t,
159 SLA 1975i e *m

_ Sec. 44.81.050. 2
incorporation, the b(
sioner of commerce



837.30.055 Alaska Statutes Su??le:.sxt §37.10.070

Chapter 10. Public Fuads. 1

Article 3. Investment and Deposit of State Funds.
Section Section

6. lei! 78. Prthibits-i decestts and isvestaenu
0. 1z: of surplus funds in cenalr. barkt

Sec. 37.10.u55. Investment of the Alaska Permanent Fund.

Repealed by 10 ch 18 SLA 19S0.

Editor's note. — Section. 11, ch. 18, established by this Art afier request for
SLA 19:2, nptaled this section effective  transfer ismade by the beard of trustee* of
uptn transfer of the Alaska permanent the corporation. No:*.-jthstanding AS
fund to the Alaska .Permanent Fund uT.10.0to".ai, the connitsioner of revenue
Corporation as prcvide-d in tec. 9 of the may .ir-e: the money in the AJaOu

Act. ) permar.f".t fund in the investment*
Sectirn 9. ch.- IS. SLA 1990, effective dcicrit-rd in  37.13.12Tg) subiect to the

April 9. IBr'J. provides: "TRANSITION. 3iztizat::r.” t: AS 37.12.120(h) and ii).““

The cccnmSsiicncr  of revenue shall Tne reoelled section derived tom } 1,

trarjfer the Alaska permanent fund to the ch. 6,.SLA 1277.

Alaska Permanent Fund Corporation

Sec. 37.10.070. Investment of surplus funds, (@ When the
commissioner ofrevenue determines that there is in the state treasury
a surplus above an amount sufficient to meet current and projected
cash etcpenditure 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
eUnited States or agencies or instrumentalities of the United States;

(2) obligations secured by reserves para in by the United States or
agencies or instrumentalities of the United States or obligations of
corporations in which the United States is a shareholder or member;

f3) certificates of deposit issued by L"r.itec States domestic banks
which are members of the Federal Deposit Insurance Corporation for
which®a generally recognized secondary market exists or which are
secured fully a: all times as to the payment ofprincipal and interestin
accordance with Alaska law;

(4) corporate debt securitieswithaminimum rating of"BAA." or the
-equivalent by a nationally recognized rating organization and the
preferred and common stocks cfcompanies wh::h have paid dividends
continuously for the last three years; z

(5) commercial paper bearing the highest rating of a nationally
recognized rating organization;

) securities of foreign governments, foreign governmental
agencies, and foreign corporations the principal, interest or dividends
of which arc payable in cither United States dollars or-, foreign

currencies;

§37.10.070

(7) banker.- acceptance
combined capital and sui
* (8) shares cf federally
Alaska v.-hich are fully
principal 2nd i: terest in

(£) savings c.rtificates
associations in Alaska v.
payment of principal anc

(10) deposits with rout
secured at all fmcs as
accordance with Alaska

(11) fixed-term certifi
creditunions in Alaska
payment of principal an
(12) foreign lime ce
foreign-ownc-d banks a:
United States dollars or
(13) mortgages of th-
which secure agriculru
agricultural processing
(b) In making invesl
exercise the judgment
prevailing which an i
discretion., and intellig
investments encrusted t
to the permanent dispo:
capital as well as probs
(c) Except as provide:
may ?
(1) invest and reinves
.between principal ana |
(2) sell, exchange, c
investment of the gener

(3) vote upon a stoc!
special proxy or pow
substitution; exercise |
other option and mal
participate in a corps:
corporate securities, ce
or charge in connection
of the powers of an ow:
other investments held

.(4) make, execute, a

and conveyance and in:

the powers granted;



837.10.070 Public Finance §37.10.070

(7) bankers acceptances drawn on and accepted by banks with a
combined capital and surplus aggregating at least $200,000,059;

(8) shares oT federally 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;

(9) savings certificates issued by state-chartered strings 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;

. (10) depositswith mutual savings banks in Alaska which, are fully
secured at all times as to the payment of principal and interest in
accordance with Alaska law;

(11) 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;

(12) foreign time deposits of both United States-owned and
foreign-ewned banks and trust companies denominated 1in either
United States dollars or foreign currencies;

(13) mortgages of the Alaska Rural Rehabilitation Corporation
which secure agricultural loans, agricultural business loans, and
agricultural processing loans.

() In making investments, the commissioner of revenue shall

e 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 itnot in regard to speculation but in regard
to the permanent disposition of funds, considering probable safety of
capital as wellL as probable income.

(c) Except as provided in this section, the commissioner of revenue
zszy
. (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;"

(3) vote upon a stock, bond, or other security; give a general or
special proxy or power of attorney with or without power of
esubstitution; 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 securities, delegate discretionary power, pay an assessment
or charge inconnection with the delegation; and generally exercise any
of the powers ofan owner with respect to stocks, bonds, securities, or

other investments held in the general fund; i

(4) make, execute, acknowledge, and deliver documents of transfer
and conveyance and instruments necessary or appropriate to carry out
the powers granted;

“229
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& 37.10.078 A laska Statutes Supplement 537.12.010

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

(6) do all acts whether or not expressly authorized which dre
considered Decessary or proper for the protection of the investments.

(d) The commissi ner ofrevenue may enter into futures contracts for
the sale of investm- ets purchased under (@) of this section only for the
purpose of hedging an existing equivalent ownership position in these
investments.

(e) The commissioner of revenue may enter into contracts for
services providing investment advice, custody of securities, and
execution of transactions, inoroutofAlaska. (8 7-1-11ACL A 1949; am
&1 ch 140 SLA 1953; am &1ch 205 SLA 1970; am 81,2 ch 94 SLA

f "2 p 0. * m/le; o) I e mue 1> I

1971; am 81 ch 4 SLA 19S0; am 86 ch 122 SLA 1960)

Cross references. — As to custody and
investment, seAS 14.25.150. For father
provisions allowing investment in certain
mortgages of the Alaska State Reusing
Authority, see AS 18.35.375. For the
duties of the Legislsuve Budget and Audit
Committee relating to state investment
policy. £<?AS 24.20.156 — 24J20.205. As
to investments, tee AS 39.35.110.

The first 1SS0 amendment, effective
February 27, 19S0 and retroactive to
November 1, 1979 added paragraph (14);
however, ibisamendment was repealed by
the s«econd 19S50 amendment effective

July 1, 1950, which rewrote the section.

Editor"s note. — Section 13, ch. 122,
SLA 1950. effectiveJuly 1,1SS0, provides:
"TRANSITION. The provision for an
immediate effective cate for sec. 6 of this
set does not prevent tbe commissioner of
revenue from fulfilling general faad
investment commitments made before the
elective date of this act [July 1, 1950}.
However, the provisions of AS 37.10.C70,
as amended by sec. 6 of this not, apply toall
new general fund investments coomitud
to and made on or after the effective dale
of this act.”

Sec. 37.10.078. Prohibited deposits and investments In certain

banks. The commissioner of revenue may not make investments or
deposits with a ban]; doing business in Alaska which has a general

practice of

(1) charging a fee for cashing checks or warrants issued by the state

or

(2) refusing to cash checks orwarrants issued bv the state. (8 11 ch

122 SLA 1980)

Effective date. — Section 17, ch. 122,
SLA.19B0, makes this ssrtion effective
July 2, 1SS0, Ln accordance .with _AS
01.10.070(c)-

Legislative history* note. — For the
adoption of the Free Conference
Committee letter of intent on SB 315, 6«
1950 House Journal page 1964, 2018.

Chapter 12. Alaska Renewable Resources
Corporation.

Section
70. Powers

Sec. 37.12.010. Alaska Renewable Resources Corporation

created.

Editor 3 note. — Section 1,ch. 32, SLA
1950, effective May 14,1950, end repealed
effective January 31, 1951, eprovide*:

* =

"COMMERCIAL FISH PURCHASERS
ASSISTANCE FUND, (8) There iicreated
in the Alaska P-cnewable Rcnource*

. 230
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Ccrperw (AS
cer.n.vrr.*/. fisb pure
fur:. 7 e ccnunercit
*ss;f.t*r: «:und shall 1
the I<i*®J] of trustee
Et-newab T Resources
jurylLe fir:—odcnlv by
the Mgis.: uze. (! The 1
the Aie.-i;a Renew
Cerpc-r:-:."v. msy_ ure
cc.T-merc:.. fish pure:
fund to p.-.~vide fliian:
cemrr.cn:;S, purchasers o
harvest. F;.;>nciel essis
subsection aha!! be provh
with AS 3M2.CSO, =~
providing financial cs:is
Eubse-.iur. t’s bcerd cf
Alaska Her.tv able Rt-scu

(@ is not required to m
provisions ofAS 37.12.05:

(@ is required- to cc
provisions of AS 37.12.0:
the extent the boar
determines ¥* possible i
limited time available to :
assistance tc ccmmtrcial p
1950 fdmecn h rvest.

(@ The Bppmva: cfthe i
commerce ar.d economic
rt-quirea  ti-Vre  spprc
application fo: financial :
the commercial fishparch:
fund.

Sec. 37.12.070. Pc
corporation, the boorc

(16) (Terminates m
Council or*Science anc
the manner prescribe:
are to be expended
37.12.015.

(am k2 ch 55 SLA 19

Effect Of amendment,
amendment added paragrcp

M the rest of the ter.
mflested by the amendment,

Editor3 n"ue. — AS =
<4,1S.1£9, referred to in ps.
were repenlcc by Executive (
I 2(i:-59).

S-ction 1, ch. 56, SLA IS
"FINDINGS. Tht legislatun
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843.70.0S0 Revenue and Taxation 543.75.010
Editor"s note. — The repealed section SLA 1976, and subsen::: : was repelled

derived frcn | 9. ch. 43. SLA 1949.
Subsection <a) wet repealed by t 4, ch. %4,

eSec. 43.70.0S0.

Disposal of money.

by t 5. ch. 144, SLA 197*

All money eol”ehed by :r.e

department under this chapter shall be deposited in the rer-erai fur.d.

& 11 ch 43 SLA 1949:
1970; am 84 ch 144 SLA 1978)

Effect of amendment: - The 197B
amendment deleted the formersecond sen*

am 84 ch 155 SLA 1962; am 5 74 :h 63 SLA

borough and each city cf icy class 60 per
cent of the money ccletted in the local

fence, which read “The Department of government."

Revenue shall refund to each organized

Sec. 43.70.100.
Repealed by 46 ch 133 SLA

Cross reference. - For present
previsions concerning criminal penalties,
see AS 43.115.299.

Penal provisions.
1960. - -

Editor®s note. — The ntealed sectim
derive i from 810. ch. 43. 5LA 1549.

Chapter 75. Fisheries Taxes.

Article * e

7l. Taxes and Licenses (?&43.75.010 - 43.75.055)
4. General Provisions i5843.75.130 — 43.75.140}

Editor"s note. — _As to legislative
findings and purpose relating toAS 43.75
tee {81 and 2, ch. 75, SLA 1979 in the

1979 Temporary and £ peril! Acts and
Resolutions and editor"s note foilowing AS
43.75.011.

Article 1. Taxes and Licenses.

Section * Elieee__

.. [Repealed]
13. Fisheries business license
15. Fisheries busmess tax

Jsc*c. 43.75.010.

Section

30. Filing return and®payout of tax
50. I?.*pea)ed]
-55. Security for crHendon cftaxc.

Fisheries business licenses.

Repealed by j 13 ch 79 SLA 1979.

Cross reference. - For present
previsions cover::;: the subject matter of
the rofvj.lea fecitin. see AS 43.75.011.

Editor 3 note. — The repealed section
derived from §1.ch. 62. SLA 1949: < I.ch.
113, SLA 1551; f 1, ch. 146, SLA 1962;
W 1,2.ch *4. SLA 1367.

State License tax on snlmon
canneries with its revenue sharing
provision I? nc-t different in kind from

general gross receipts tar of Alaska
Business License Act. - S*- Liberati v.
Bristol Bav Borough. Sup. Ct Op. No.
1755 (File No. 3365». 554 ?,2: 7115(1576.-.

There 1is no general prohibition
against like municipal and -tate taxes.
LL-erau v. Bristol Bay Boroum. Sup. Ct.
Op. No. 1755 (File No. 25:! 5S4 ?.2d
1115 U9761 .
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143.75.011

A laska Statltzs S'jr?'jcy.z.cr

?43.75.030

Sec. 43.75.011. Fisheries business license. A person engarirmor
AUe".np".ing to engage in a fisherie.;, business shall first appiy for and

(eltsin £ license as provided in AS 43.75.020.

Editor 3 ro".t.— ?-*:tlor. 1,ch. 75. SLA
1575.  pr:v:i:i« . "FINDINGS, The
ttur« f;:.:: ths; the stale has
“8] fur.fed irr.r Zmer.ted stveiil
fahtriti-r-liiir seveicpmer.t procrams:

<> fur.drd «r.d irrc trtria fishery

loan programs:
"3" inrreasic its fishery prottciior* and
Tram.ri-.snt trrrram:
tur.ivd ar.d irr_pienjented a limited
entry prerrsm.: ar.d

"i5" eir.hirht: on  a program, cf

enccurc.pir.c the dtvoirprritnt of a bittern
fishir.r troiwsiry.” =

3ch 75 SLA 1?79i

s/™reidiT. 2, ch. 75, SLA 1379. prrv.dw
'iPUPJOSE. ir_t purports cf this A-.: arc
0

“sl) ituure that the slate is acie to
ccr.timte its tfforls toward cverull
fisr.eritf-related development prcpanm
by raising additional revenue to pay fcr
the programs:

“<2i make the imposition ofthe fisht-riv*
tax mere Uniterm arrcrg f-zem<
businesses: and

“*3" provide funding for the
development of r_ew fisheries”

Sec. 43.75.035. Fisheries business tax. fa» A person engaged in a
fisr.srifs business is liable for and shall pay the tax levied by this
.section cn the value of each of the following fisheries resources
processed during the year at the rate set out after each:

(11 salmon canned at a shore-based cannery—- four and one-halfper

cent;

40..0.. J

re-tureen r: :-:essed <
this chapter .and sue
by regum.ti:r.The K
sirred by tretaxpay
jury. Ifa re: ::ver, tr
r.ess. he she ifile th"
such a r-::u:r.shall bi
the person cfwhose
(i Ever:, :*rsone
which a lici msisrec
statements :.r.der oa
which the ciimmissic
(am 885, 6 ch 79 SI

Effect” of rtre_endmen
Ax.endrrier.c®  fttbftitut
resources" for r*" ftshe:
the first flrte-.: . Ofsubff
"AS 43.75.010 — 43.75.0
"this chapter” . the f
subsection (e and in
deleted ‘“'such” precei

Sec. 43.75.050. V

(2) salmon processed by a shore-based fisheries business, except

"salmon for which the tax is due under (1) of this subseciion, and all

other fisheries resources processed by a shore-based fisheries business
— three per cent;

Repealed by 84 cb
ch 113 SLA 1530.

Cross references. -
provisions cor.timing ci\
AEf 43.05.22C-. For prt

) conccmin? cr.tmnal pc
(b) Instead ofthe taxes levied by (a) of this section, a person engaged 43.05.250. P

Z in a fishery business which includes processing a developing commer-
ecial fish species is liable for and shall pay a tax equal to

e (3) fisheries resources processed by a floating fisheries business —
five per cent.

Editor®"s now. — The
dfcrhtdfron? 4 ch.S2. S
17, SLA 1555: }. 1.2. c!
J4.ch. 9-.. SLA 1976: 5
1975; 5 7. ch.tr. SLA IS

<l) one per cent of the value of the developing commercial fish
species processed by a shore-based fisheries business during the year;

Sec. 43.75.055. S
for a license under t

ider oath the amt
produce durm.g the .
extent of lk.-.able ri
against v.fith the t
respect to csscriptic

<2n three per cent of the value of the developing commercial fish

. species processed by a floating fisheries business during the year.
" (c; A person engaging or attempting toengage in a fisheries busi-
mess who firstactually and physically processes the fishery resource is
liable for ar.d shall pay to the department the entire tax imposed by
this ssr:::or.. In drterm._ining this tax liability, the person may not
deduct from, the value of the fishery resources processed the value of
fishery resources that are canned or processed for other fisheries
businesses, but shall include that value as part of the value of the

fishery res:ur:c-s processed. (8 3 ch 79 SLA 1G79-

department rrescrib
to three times the
probably be liable u:
license until the np

Sec. 43.75.7.°C0. Filing return and payment of tax. a-A person approved by the at!

subject to the tax shall file a return stating the value of fisheries

192
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§43.75.039

Revenue and Taxation

4?S. C:. 110.70 L. Ed.

Tarilory of
Gir. D), fen.

Aikf. 1SoCl. affd. 2C6 U.S. 199. tl S. Ct.
929. CL. Ed. i'd 227 119G1).
Citt-d 1. State v. Wakefield Fisheries.
Inc.. 5'Jp. Ct. Op. No. 779 (Fiie Nos. 1297.
Cm 4L.cd. ISS:.. 495 ?_.2c 100 (1972).
JYrr Uy « Ais.;"rav. Arctic Acu Jur. reference. — 51 Am. Jdur.,
a o>t i i0 (0. Taxation. §594.

v. u.TIi.020. Application for license, (a) Application for a license

, f.ovo with the Department of Revenue and accompanied by an

vfc25. A separate initial fee isrequired foreach plant specified

. == - macatior. covered by the license. The application shall contain

ujc applicant, the line of business to be licensed, place of

and other facts which the department prescribes. The

, shall statethat he agrees to pay the license tax, and that he
, a return and pay the tax at the time provided by Taw.

17T « receipt of the application in proper form accompanied by the
.the department shall issue the license as of the cate the
filed or mailed, and the applicantmay carry*on the business

r—=r_"lhv date the application was actually made. (82 ch 82 SLA 1949)
- ¥ |

m -\W. J3.75.030. Filing return and payment of tax. (@ A person
— < m" wThe tax shall file a return stating the value of raw fisheries
processed during the license year, computed as required by

. - 50 of this chapter, and such other information as the

~x__-vr.t prescribes by regulation. The return shall show the license

v.v:i-.r and shall be signed by the taxpayer or his authorized agent,

vr: penalty of perjury. If a receiver, trustee, or assign is operating

tr-perty or business, he shall file the return for the person. A tax

v "athe basis of such a return shall be collected In the same manner
« ~"elected from the nerson of whose business he has custcdv and

v 1 s

Jereturn sr.2ll be made on the basis of the calendar year to the
e—-rur.ent of Revenue atJuneau before April 1 after the close of the
mJ)-"liaryear. “ - T X-

7The department may prescribe regulations for the granting of a
“able extension of time for filing and may grant an extension of
‘or filing.

-i Hie tax shall be paid before April 1 after the close of the calendar

*« *

etv with such regulations as the commissioner of revenue mav
s fif .
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8 43.»».0c<"]

the cirartrr.ent is prima facie roc-s ar.d sufficient fo-a’l

ATATKA STATUTES

BRI IR fooo

LR R VIV

(I 3chb52SLA 1949: am 8 £ S ch 140 SLA 1962) *

Applied :r. 5chiv.htr. v. Ternv.rr cf
Aliska. UT.p « $05 i9:hCir.J. cert. miniri.

bee.
S LA 1976.

*oi ®

* R e Fre

43.75.050. Violations and penalties, (a) Repealed bv - V.*

(o Repealed by 83 ch 16:-SLA 1976.

te) Repealed b>\8 -1 ch 94 SLA 1976.

is, In addition to other

misdemeanor, ar.d upon convttrioi

prialtr=s/pro%ided by
s punishable by a fine of k< ty-yryr7~ /"'

guhr =

law,

than Si,000, or by imprisonmeipfc.r no:more than one year, orrj
together with the cost of proiecutsbm

(9) A. person who wilfulhv makes ab =
does not believe to be true arf correct

guilty of a felony, and,
prescribed for peijdry.

Q)

X " o

In this section "person”’includes an officX agent, or

mch>7<L\ 196S; am 81, 2 ch55 SLA 1965;am &®ich 94 SLI

am &3 ch 165 SLA 1976)

Cross references. — For civil j-erbn-
imjoi-td for failure to f:le a retun or
report, or pay the full ur.our.v of a a.\. or
mjtortior. or b ct:*icier,cy of the tix. AS

.43.05.220. As to interest on taxes, se .AS

43.05.225. For prt-visions creating a lie: for
urr-a < taxes vr Hcinve fees, see A?
43.1

ElTect ofamendments. —The firstl.-5
arer/im."T.: r-r'ruled subsection tel.
made a Lr.der this article and tre
Jri-. Tes trd interest on iretax a jiec.ir.i
pro\-i‘¥ed ?enert!"y fc.r such it

19j

R P

ANMLE «ry SANTr - » ri" i>'fi e b .

5

upon convtcrorvNs subject to the ?."cw’.

95*_- --J0-
nm . 1*V° e >
Y
The second 1976 amenteesS
stisecfic-r.s @), (b) and (- . iE*
foran additional amount towart-tW
ux for failure to filea return c-T
tire prescribed by lawor
w-L"ui ne”lecL for a penalty ifths
tii: th*.-. due, nr.d for the ;
colectior. of Lnterest on the* "'V *>
detennir.ed as tlie deficiency ¢ '«* 1L.° LVhS-.
rts;eclivel.v. <3 -f
Leri*-lative committee Teport- - A~ re -"**
reptrt or. ch. 55. SL\ Ifod " r.ovirhdé
1K? Hccse Journal, j. 324. v i

« -»-»‘.»:t\'/'g(n*il\s'ik/ld ﬁ-z":t j_&)}q*

VALY .«

P.EVENT
- e O )
v, Khiur. r» the_ "dir/\e
* ' nsith/in i mries. Ti
el z)t_:";gm
* . ®e IP_ <7 — a;-fc)- i—VI
1f": i. e J. - 2c 227
oot under duress
2_ [—r e (L e moene
i v tax L
* LoV v
ur.0tr * mmd
Fisheries. 1... =up- CI1 Vp.I
y-1r Nos. 137», ic - 495 Pud )
<ri- ) ) )
if constrain;: .-etier prr-int
sea* In frjttsird £. 'r'-t|_0n !
-1 of Alaska v --:jic
)9 NO F. Su: 7.-0 (0. Al
Jrf. 43.73.035. Security for (

4 ;.vr.seunder this chapter iha
the amount of each of :re
the license yea-. The apt
> ruble real property 0 vr.ee by
tv tax may be collected an<
irrripuon, location and Value
r--r<cribes. If the lienable value
ir.es the amount of the tax fo:
jaiitfunder this section, the cep
«the applicant files with the cepa
ir.itrey general in a penal sum
tv tax for which the applicantv
ifthe tax in full when due, with
Tbe department may waive thel
<tier security in the form 0: cc
U ch 84 SLA 19V7)

Article 2. Cold Storage

«cCtin

Fisheries business licenses
*5 Aense application and fee
*e j"uty lUpay tax and keep records

-13.75.060. Fisheries bus
Arnpting to engage in any c
m“f_eciion with the state®s :7r.
e,

Jo* Shore-based cold storage
ejLmon canneries, herring pr:-:o
N'r.eriesotherwise licensed sha
s*t cent of the value of the ro

A-UN-V="T 2% 7 -r* — -



g 43.75.050

Revenue and Taxation

&43.75.055

resources processed during the license year, ccrr.putef is required by
.this chapter, and such other information as the deuartr."-rt prescribes
by regulation. The return shall show the.license number and shall be
signed by ihe taxpayer or his authorized agent, under penalty of per—
jury. Ifa receiver, trustee, or assign is operating the prrpertv or busi—
ness. he shall Hie the return for the person. A tax due :n the basis of
such a return shall be collected inthe same manner as:collected from
the person of whose business he has custody ar.d rtntrcl.

(e> Every person engaging or attempting toengage ina business for
which a license isrequired under this chapter shall keep records, make
statements under oath, file returns, and comply with all regulations

which the commissioner of revenue may prescribe.

Jam £8 5. 6 ch 79 SLA 1979)

Effect of amendment/ — The 1S7P
emer._dment subsiituied "fisheries
resouTiC**" f:r "raw fisheries products”’in
the firs: sentence ((fsubsection iat. deleted
"AS 43.75.010 — 43.75.0.30 of preceding
"this chsp™.tr'" in the first sentence of
subsection a) and in subsection &1,
deleted “Such™ preceding

"records.” *

preceding "s:a*.*~cr.ts.* and preceding
"returns®” x.  subsection f&). and
substituted "al! rerJations which™ for
"such republic..™ as* ia subsection (el.

As the rest :f ute section was not
affected by the ajneaiment. it is not set
out.

Sec. 43.75.050. Violations and penalties.
Repealed by 4 ch 94 SLA 197G, 3 ch 165SL A 1S76 and 845,46

ch 113 SLA. 19S0.

Cross references. - For present
provisions concerning civil penalties, see
AS 43.05.220. For pre”~nt provisions
concemir.c criminal penalties, see AS
43.05.220."

Editor"s note. — The repealed section
derived from? 4, ch. 82,SLA 1949; 8l,ch.
17. SLA 1965: 78 1. 2. ch. 55. SLA 1P5S;
i A ch.94. SLA 1976; S 3. ch. 166, SLA
1976; &7.ch. 79, SLA 1979.

- e £ .. * o

Section 52, ch. 112. SLA 1950, effective
June 21, 295-/. makes the repeal of
subsection zs. e-hiti read: "Ifa plrtofa »
deficiency in the las is due to fraud with
intent to evade uaa. 50 per cent of the total
amount cfthe cedichary, in addition to the
deficiency, shall be assessed and
collected.” Tetrc/ctivt to Januar>-1,1SS0,
and applicEble to taxyears beginning eAer
December 31, 1579. -,

Sec. 43.75.053. Security for collection of taxes. Each applicant
for a license under this chapter shall, in or with his application, state
under oath the amount of each of the products which .he expects to
produce during the license year. The applicant shall further state the
extent of lienable real property owned by the applicant in the state
.. ""against which the tax may be collected and ether information with
.respect to description, location and value of the property which the
department prescribes. Ifthe lienable value ofthe property isnot equal
to three times the amount of the tax for uh.ch the applicant will
mprobably be liable under this section, the department may not issue the
licen” until the applicant files with the department a surety bond

"approved by the attorney general

in a penal sum equal to twice the

193
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8§ 43.75.060 Auska Statutus Supplement

543.75.103

probable amount of the tax for which the" applicant will be liable
concitier.c-d upon payment of the tax in full when due, with interer. if
not paid before delinquency. However, if the applicant purchases
salr.-ir. far export from Alaska in the round, the amount ofthe bond is
$50,090 ur.le-s the applicant is the owner of lienable real property in
the elate cf a value of at least $50,000, and the bond must be
conditioned upon payment to the fisherman of the full purchase price
for the salmon and the payment of the tax in full when due. The
department may waive the bond requirement if the applicant posts
other security in the form of collateral acceptable to the department cr
prepays the estimated tax, (84 ch 84 SLA 1967; am 88ch 79 SLA
1979» . .

Effect of amendment. — The 1979 tax"
Emtr_arier_t editi the present fourth sen-
tenet end addrd "or prepay* the estimated

to the end of the present £f& sta-
tence.

Article 2. Cold Storages ar.d Other Fish Processors.
Section .
60 — 95. fP-epetled] - : - e

Secs. 43.75.060 - 43.75.095.
Repealed by 13 ch 79 SLA 1979.

Editor"s note. — The repealed article

For present provisions covering th*Fjb-
deriwd frrm 5 1—4, ch. 97. SLA 1949;

ject matter of the repealed article. see AS

sLch. 115. SLt 1551; Slch. 12.SLA  43.75.011 et seq.
1555;? 1.ch 5:.SLA 196,88 3,5,ch.S4, - %=
SLA. 1957; 1, ch. 30, SL~ 1963. . -m .

L.« Article 3. Taking of Fisheries Products Which Are Sold
Outside Taxing Jurisdiction.

™ -
Section | I "\
IIAQ Tax inposed on taking of flshery
resource
110. D.urv oftaxpayer and payment of tax . "4 fL
"m"10. IRcpealtd] ~ - ... L e MA -, / =

Sec. 43.75.100. Tax imposed on taking of Fishery resource, (a)
A person taking, purchasing, or otherwise acquiring a fishery resource
covered by this chapter which has not been subject to the tax imposed
inAS 43.75.015 is subject to the tax levied inAS 43.75.015 or. the value
of the fishery resource sold if the person

(1» transports the fishery resource to a pointoutside tie taxing juris—
diction of the state for subsequent processing or sale to a fisheries
business outside the taxing jurisdiction of the state; or

(2< sells the fishery resource to a fisheries business outside the
taxing jurisdiction of the state.
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Sec. 43.75.110. 1
subject tc ttxes un<
stating th* value ol
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43.75.100 - 43.7
provisitns :fAS 4
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jury. If a receiver,
ness, be shill mar
ofsuch rerum sha)
the person of w!
requirements for t
to keep records an
revenue are the ss
&2ch K sLa

Effect of emendr
arrendmer-.: tub?4
resources uitn, pun
acquired” :ir "raw
later." and Tisheri
"freezer shirs, float!:

Sec. 43..3.12C
Repealed by &

Editor 3 rota. -
derived frcz. r 3. ch.
ch. 79. SLA 1=79.

Section
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Introduced: 2/3/81
Funding Information Referred: Resources and

General Fund £100,000,000 Finance

Other Funds -0-
/ $100,00070"00

BY THE RULES COMMITTEE BY
IN THE SENATE REQUEST OF THE GOVERNOR

SENATE BILL NO. 141
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act making a special appropriation to the fishery

product revolving loan fund; and providing for an

effective date.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $100,000,000 is appropriatedfrom the general
fund to the Department of Revenue, fishery product revolving loan fund, for
the purposes of implementing AS 44.25.040 - 44.25.065.

* Sec. 2. The appropriation made in sec. 1 of this Act is nota one-year
appropriation and does not lapse under AS 37.25.010.

* Sec. 3. This Act takes effect upon the effective date of a version of
a bill entitled "An Act establishing a fishery product revolving loan fund;

and providing for an effective date."

-1- SB 141
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THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTE

1. REQUEST

Bill/R~olution No.
Title An Act establishing a fish pack revolving loan fund.i

Requested by Date

Il. FISCAL DETAIL
Agency Affected Department of Revenue

Program Category Affected Revenue Collection and Management

BRU, Program, or Subprogram(s) Affected Treasury Management

(Note: Ifmore than one budget component isaffected, separate line-itemamounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 81 FY 82 FY 83 FY 84 FY .85 JFY 86
100 PERSONAL SERVICES 131 52.2 57.4 63.2 69.5 76.4
200 TRAVEL 3.0 12.0 13.2 14.5 16.0 17.6
© o CONTRACTUAL 2.0 2.0 2.2 2.4 2.7 2.9
400 COMMODITIES -g 3 3 -4 4 -5

500 EouirPMENT 2.
600 LAND & STRUCTURES

700 GRANTS. CLAIMS. ETC,

TOTAL 20.3 66.5 73.1 80.5 88.6 97 .4

FUNDING (Thousands of Dollars)

GENERAL FUND 20.3 66.5 73.1 80.5 88.6 97.4

FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS
FULLTIME 1 1

PART TIME
TEMPORARY

II. ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)

Above includes salary and benefits for State Investment Officer I1l. Travel
cost due to nature of fishing business and review requirements for loans.
Contractual expenditures for advertising for regulations, etc. Equipment

for State Investment Officer.

Costs shown in FY 81 are for a three month period assuming the bill would
pass by Illarch 31. ITf not effective until new fiscal year, equipment costs
should be moved to FY 82.

Above is predicated on use of Alaska financial institutions as seller-servicer.

IV DATE JanuaryY 26. 1981 PREPARED RY Anselm C. Staack, Treasury Comptroller
AGENCY Dept, of Revenue/Treasury Division

Original: Legislative Finance PHONE 465-2351

cc: Budget and Management

Prime Sponsor (First Legislator Named)
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POSITION TITLE RANGE/STEP BARG. UNIT. LOCATION
State Investment Officer II 22A X Juneau
TYPE Or POSITION STAFF MONTHS RP No. PCN No. PRIORITY FORM 12
PFT ! 12
n a m 4 LmmhmihhiiJB
TYPE OF EXPENDITURE AMOUNT JUSTIFICATION:
1
PERSONAL SERVICES:
SALARY 3,494 X 12 41,928
BENEFITS- Al, 928 X .1533 6.428 Necessary to implement and monitor new Fish Pack
FICA SBP 2 004 Revolving Loan Fund.
HEALTH INSMo.Fix. 12x150 1,800
TOTAL PERSONAL SERVICES oL 52 160 Investment Officer will review and screen loan
TRAVEL 02 t 12,000 applications. Analyzes overall value and security
CONTRACTUAL 2,000 and approves loan for purchase/participation.
COMMODITIES 1 300 Confer with affected agencies and institutions
EQUIPMENT U5 2,000 to maintain smooth revolving loan program. Works
OTHER with Alaska financial institutions for participations.
TOTALCOST
CODE FUNDING SOURCE
FED RCPTS. ’OP"
GF MATCH. 1
GEN.FUND 1004 68.460
105
PGM RCP13 102R
OTHFB
"AGENCY Department of Revenue PROGRAM  Revenue Collection and Management
10 REQUEST IFOR NEW ODMPDNFENT
POSITION- i0 1 . 1 REVISED 1/26/81
e-————- of-=-——- DATE  smmmmmmmmmmmeem-

01-113(3/0)



February 3, 1981

The Honorable Jalmar Kerttula
President of the Senate
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Mr. President:

Under the authority of art. IIl, sec. 18, of the Alaska
Constitution, I am transmitting a bill which would
establish the fishery product revolving loan fund in the
Department of Revenue. This bill is designed to provide
short-term financing to fish processors with facilities
located in Alaska. The Department of Revenue would be
authorized under the bill to purchase participation
interests in Jloans made by banks to fish processors.
These loans would provide needed funds to fish processors
to cover operating costs before the fishery products are
sold.

I am also transmitting a bill appropriating money to the
fund.

Sincerely,

Jay S. Hammond
Governor



THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTE

l. REQUEST <- . ,

Bill/Rggolution No. -
Title An Act establishing a fi"sh pack revolving loan fund.””

Requested by_ Date.

n. FISCAL DETAIL
Agency Affected
Program Category Affected Revenue Collection and Management
BRU, Program, or Subprogram(s) Affected Treasury Management
(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each

component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

Department of Revenue

FY 81 FY 82 FY 83 FY 84 FY .85 FY 86

100 PERSONAL SERVICES 13.1 52.2 . 57.4 63.2 69.5 76.4
200 'TRAVEL 3.0 12.0 13.2 14.5 16.0 17.6
300 CONTRACTUAL 2.0 2.0 2.2 2.4 2.7 2.9
400 COMMODITIES -2 -3 3 -4 -4 5
> EOUIPMENT 2.0
600 LAND & STRUCTURES
700 GRANTS. CLAIMS, ETC.

TOTAL 20.3 66.5 73.1 80.5 88.6 97.4

FUNDING (Thousands of Dollars)

GENERAL FUND 20.3 66.5 73.1 80.5 88.6 97.4
FEDERAL FUNDS

OTHER (Specify Fluid Source) -

POSITIONS
FULL TIME ! 1 ) ) ) 1

PART TIME
TEMPORARY

IIl. ANALYSIS (See Fiscal Note Preparation Instructions, Section IIl)

Above includes salary and benefits for State Investment Officer II. Travel
cost due to nature of fishing business and review requirements for loans.
Contractual expenditures for advertising for regulations, etc. Equipment

for State Investment Officer.

Costs shown in FY 81 are for a three month period assuming the bill would
pass by March 31. If not effective until new fiscal year, equipment costs
should be moved to FY 82.

Above 1is predicated on use of Alaska financial institutions as seller-servicer.

IV DATE January 26- 1981 PREPARED BY Anselm c- Staack, Treasury Comptroller
AGENCY Dept, of Revenue/Treasury Division _

Original: Legislative Finance PHONE .A65-2351

cc: Budget and Management

Prime Sponsor (First Legislator Named)



POSITION TITLE

State Investment Officer II

TYPE Or POSITION STAFF MONTHS, RP No.
PFT

TYPE OF EXPENDITURE

1
PERSONAL SERVICES:
SALARY 3,494 X 12 41,928
benefijs~43,928 x .1533" 6,428
FICA SBP 2,004
HEALTH INS Mo.Fix. 12x150 1,800
TOTAL PERSONAL SERVICES 01

TRAVEL 02

10 CONTRACTUAL on

11 COMMODITIES c4

12 EQuIPMENT 05

13 OTHER

14 TOTAL COST

f agency Department of Revenue

REQUEST FOR NEW
POSITION*

PCN No.

AMOUNT

52,160
12,000
2,000
300
2,000

PROGRAM

BRU

COMPONENT.

[ |
RANGE/STEP BARG. UNIT. LOCATION
22A X Juneau
PRIORITY FORM 12
M*

JUSTIFICATION:

PAGE/LINE

Necessary to implement and monitor new Fish Pack

Revolving Loan Fund.

Investment Officer will

applications. Analyzes overall

Confer with affected agencies and
to maintain smooth revolving

review and screen

loan

value and security
and approves loan for purchase/participation.

loan program.

institutions

Works

with Alaska financial institutions for participations.

Revenue Collection and Management

Treasury Management

REVISED
DATE

1/26/81

FY 82



February 3, 1981

The Honorable Jalmar Kerttula
President of the Senate
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Mr. President:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, I am transmitting a bill which would
establish the fishery product revolving loan fund in the
Department of Revenue. This bill 1is designed to provide
short-term financing to fish processors with facilities
located in Alaska. The Department of Revenue would be
authorized wunder the bill to purchase participation
interests 1in Jloans made by banks to fish processors.
These loans would provide needed funds to fish processors
to cover operating costs before the fishery products are
sold.

I am also transmitting a bill appropriating money to the
fund.

Sincerely,

Jay S, Hammond
Governor
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HOME ADDRESS
m‘m P.O. BOX 246
BOB MULCAHY KODIAK. ALASKA B9615
REPRESENTING (907) 486-3361
THE ALEUTTAN CHAIN.
KODIAK ISLAND DURING SESSION
AND THE PRIBILOF ISLANDS POUCH V

JUNEAU. ALASKA 99811

March 16, 1981

TO: Senators Don Bennett and Ed Dankworth, Co-Chairmen
Senate Finance Committee

FROM:  Senator Bob Mulcahy
SUBJ: CSSB 140 and SB 141

Enclosed 1is the back-up material for the above
bills.



PROPOSED AMENDMENTS TO CSSB 140 THAT
WERE NOT ADOPTED

Proposed amendment to CSSB 140.
Page 2, line 15.

The maximum term of a commitment to loan may not exceed
18 months. The renewal of a commitment to loan 1is at the
discretion of the Commissioner of Revenue.

Proposed amendment by Commissioner Williams.
Page 2, line 15.
delete the entire line and replace it with the following:

(2) if the fund is a participant in a loan to a fish
processor that has not been, or appears unlikely to be,
fully repaid within a year from the time the loan was
made, then the fund may not participate in a new loan

to that processor unless there is in effect a reasonable
and realistic agreement, acceptable to all participants
in the existing loan, under which the existing loan will
be repaid in a prompt and orderly fashion.

Proposed amendment by the governor.

Page.2,- 1ines 15-18

delete the following lines:

(2) the term of a loan may not exceed one year;

(3) the loan must be secured by inventory or accounts
receivable of the fish processor and may not exceed 75

percent of the appraised value of the collateral taken
as security;



Original sponsor: Rules/Governor

11 TIHHE SENATE BY THE RESOURCES COMMITTEE

CS FOR SENATE BILL NO. 140 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act establishing a fishery product revolving loan

fund* and providing for an effective date.””

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Section 3. AS 44.25 1is amended by adding new sections to read:
ARTICLE 3. FISHERY PRODUCT REVOLVING LOAN FUND
Sec. 44.25}040. ESTABLISHMENT OF LOAN FUND. The fishery product
revolving loan fund 1is established in the Department of Revenue.
Sec. 44.25.045. FISHERY PRODUCT LOANS. The department may pur —
chase participations in loans made to fish processors with facilities
located in Alaska and which are used to finance those processors ~”in—
ventories of canned, frozen, or processed/\products from Alaska *ish-

cries.

Sec. 44.25.050. POWERS AND DUTIES OF THE DEPARTMENT. (a) The

comraissioner may

(1) designate agents and delegate powers to them as 1is
necessary*

(2) adopt regulations to implement AS 44.25.040 - 44.25.065%*

(3) make and execute contracts and other instruments to im-
pleinent AS 44.25.040 - 44.25.065*

(4) purchase participations in notes and agreements securing
»Ioans in accordance with AS 44.25.040 - 44.25.065*

(5) require that 1loans in which the fund p?rticipates be

secured by adequate collateral*

(6) acquire real or personal property by purchase, transfer,

CSSB 140(Res)



or foreclosure when that acquisition is necessary to protect a note 1in
which the fund has an interest.

(b) Money in the fund that is not being used for participations
in fishery product loans oust be invested by the department in the same
manner as provided for the investment of general fund surplus tmder
AS 37.--v.070.

(c) Earnings and interest income from investment and fishery pro—
duct loan participations must be transferred to the general fund.Re—
payments of principal from investments and loan participations must be
returned to the fund.

Sec. 44.25.055. LIMITATIONS ON LOANS. (a) Loan participations
purchased under AS 44.25.040 - 44.25.065 are subject to the following
limitations:

(¢D) state participation in a single loan may not exceed 90
percent of the total amount of the loan*

(2) the term of a loan may not exceed one year*

(3) the loan must be secured by inventory or accounts re—
ceivable of the fish processor and may not exceed 75 percent of the
appraised value of the collateral taken a3 security;

4) the loan must be originated and serviced by cither the
Alaska Commercial Fishing and Agriculture Bank (AS 44.81*010) or by a
state orfederally chartered financial institution*

(5) the servicing charge on the loan may not exceed one-half
of one percentof the outstanding balance of the loan*

(6) the rate of interest, 1including all service fees, on the
unpaid balanceof one loan fund ™ participation in d loan shall float
at the average rate at which six month U.S. Treasury bills are awarded
in the weekly auction of U.S. Treasury bills, plus three and three-
fourths percentage points, but may not exceed the applicable interest

~2- CSSB 140 (Res)



rate*

(7 loans must be made only to fish processors with facil—

ities located in Alaska~*

(8) loans may not be made to fish processors which are 80
percent or more owned or controlled by aliens.
(b) Money in the fund shall be used to purchase participation in
loans made to fish processors which are 50*percent or more owned or

controlled by persons domiciled in Alaska until these processors needs

for loans are met before the money in the fund may be us.*d to purchase

participation in loans made to fish processors which are less than 50
percent owned or controlled by persons domiciled in Alaska.
(c) For the purposes of this section

(1) ™"alien’”’means

(A) an individual who 1is not a citizen or national of
the. United States, or who is not lawfully admitted to the United
States for permanent residenge, or paroled into the United States
under the Immigration and Rationality Act (8 U.S.C. secs. 1101 -
1503), as amended*

(B) d person, other than an individual, that was not
created or organized under the laws of the United States or of a
state, or whose principal place of business is not located in any
state* or

(C) a person, other than an individual, that was created
or organized under, the laws of the United States or of a state, or
whose principal place of business is located in a state, and which
is controlled by a person described in (A) or (B) of this para—
graph*

(2) "control”” means that a relationship exists between a

person and fish processor in which the person exercises control conaiot-

-3- CSSB 140 (Res)
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ing of

(A) owning directly or

to vote, the percentage

indirectly,

or having the power

of a fish processor organized as a corporationj or

(B) influencing or affecting

indicated of any class of voting security

in any substantive manner

the! election of a majority of the directors or trustees of a fish

processor organized as a corporation!

3

*
"person’

#

' means an individual,

a corporation, a part

ship, an association, a joint-stock company, an estate, a trust where
>

the interests of the beneficiaries are evidenced by a security, an

unincorporated association,

a government,

government, or a combination of these entities.

Sec. 44.25.060.

a political

subdivision of a

SALE OR TRANSFER OF MORTGAGES AND NOTES. The de—

partment may sell or transfer at par value or at a premium or discount

to any lbank or other private purchaser for cash or other consideration

the mortgages and notes held as security for

25.040 <« 44.25.065.
of the fund.

Sec. 44.25.065.

(1) "commissioner"

loans made under AS 44._-

The proceeds.from the sale or transfer are assets

DEFINITIONS. In AS 44.25.040

means the commissioner

44 .25.065

of revenuej

(2) "department™ means the Department of Revenuei

(3) “fish

for which a [license

(4) Tfacilities

processor™ means a person engaging

is required under AS 43.75.010 -

fioheriea products are canned,

located in Alaska"

in a business

43.75.090j

means Tfacilities at which

frozen, or otherwise processed for

inventory, including floating facilities which are documented under the

laws of the United States as defined

within the three-mile

of the state*

in 46 U.S.C.

801,

limit or within historic bays and

and operate

inland waters

. CSSB 140 (Res)
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14

20

22

(5) "fishery product”

byproducts, including but not

flounder,

* Sec.

070(c).

2.

crab, clam, cod, shrimp,

means fin fish, shellfish, end fish

limited to salmon, halibut, herring,

and pollockj

(6) "fund” means the fishery product revolving loan fund.

This Act takes effect

immediately

in accordance with AS 01.10,

CSSB 1A0(Res)
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RESOURCES SUBCOMMITTEE ON FISHERIES

March 4, 1981

TO: Senator Bettye Fahrenkamp, Chairman
Senate Resources Committee

FROM: Sena"te Resources Subcommittee on Fisheries
SUBJ: SB 141 "An Act making a special appropriation to

the Fishery Product Revolving Loan Fund”

The subcommittee has taken testimony and reports SB 141

back to the committee as a whole with the following rec
ommendati ons.

Members Recommendation

Senator Mulcahy
Senator Eliason

Senator Gi Iman
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JUNEAU. ALASKA RESOURCES SUBCOMMITTEE ON FISHERIES

March 4, 1981

TO: Senator Bettye Fahrenkamp, Chairman
Senate Resources Committee

FROM: Senate Resources Subcommittee on Fisheries
SUBJ: SB 140 "An Act creating a Fishery Product Revolving

Loan Fund"

The subcommittee has taken testimony and replaced SB 140
with CSSB 140 and reports CSSB 140 back to the committee

as a whole with the following recommendations.

Members Recommendation
Senator Mulcahy

Senator Eliason

Senator Gilman_



[EGIATIVE AFFARS AGENCY

MEMORANDUM March 4, 1981

SUBJECT: Constitutionality of giving first priority in
the award of fishery leans to Alaskans.
(CSSB 140)

TO: Senator Bob Mulcahy

THROTjuH: Joseph A. Guthrie

Legislative Counsel

FROM: Bernie M. Tuggle .57
Legislative Legal Extern

You have asked whether first priority in the award of
fishery loans under CSSB 140 could be given to companies
which are owned 50 percent or more by Alaska residents.

Your proposal would be subject to attack under the"
privileges and immunities clause by individuals and to equal
protection attack by corporations.

The privileges and immunities clause, Article 1V, section 2
says that:

The Citizens of each State shall be entitled to all
Privileges and Immunities of Citizens in the several
States.

Corporations, however, are not protected under this clasue,
since they are not citizens. Lynden Transport, 1Inc. v.
State, 532. P.2d 700 (Alaska 1975). Therefore, only
individuals could pursue a privileges and immunities
challenge against your proposal.

The purpose of the clause 1is:

To place the citizens of each state upon the same
footing with citizens of other states, so far as the
advantages resulting from citizenship in those states
are concerned.



-$\iey LY.,
Senator 3o0b Mulcahy

Page 2
March 4, 1981

Paul v. Virginia, 19 L.Ed. 357 (1869). However the clause
does not preclude disparity of treatment in situations where
there are perfectly valid independent reasons for it. What
the clause does bar 1is discrimination against citizens of
other states where there 1is no substantial reason for the
discrimination beyond the mere fact that they are citizens
of other states. A substantial reason for the discrimi—
nation would not exist unless there 1is something to indicate
that non-citizens constitute a "peculiar source of evil"” at
which the discriminatory statute is aimed. Toomer V.
Witsell, 92 L.Ed. 1460, 1472 (1948). Moreover, even where
the presence, or activity of non-residents causes or
exacerbates the problem the state seeks to remedy, there
must be a "reasonable relationship™ between the danger posed
by noncitizens, as a class, and the discrimination practiced
upon them. Id_., at 1473. Therefore, the privileges and
immunities clause demands a two-step analysis.

First, do non-residents constitute a peculiar source of evil
at which your proposal is aimed? 1 believe that a reasonable
and persuasive argument could be made that they do. Alaska
has a strong interest in regulating and controlling those
things it claims to "own"™ (the funds for which the fishery
loans would derive). Yet while this interest is by no means
absolute, Baldwin v. Montana Fish & Game Comm"n, 56 L.Ed.2d
354 (1978), Alaska®"s ownership of the funds is a crucial
factor. Hicklin v. Orbeck, 57 L.Ed.2d 397, 406 (1978). In
Hicklin, the Court found that Alaska had "little or no"
proprietary interest in much of the activity swept within

the ambit of Alaska Hire. Ld. On the other hand, under

your proposal Alaska does have a significant proprietary
interest, e.g., management of loan funds, and development of
the fishing industry. Given this state interest in the funds
which would be the source of fishery loans, non-Alaskans
could be a "peculiar source of evil-" if the loan funds were
limited, non-Alaskans flocked to the state to get the loans,
etc.

Second, 1is there a reasonable relationship between your
proposal and the class at which your proposal is aimed.
Again, I would say "yes". Non-Alaskans are not absolutey
barred from receiving a loan; they must simply wait in line.
I would conclude that your proposal is constitutionally
valid as applied to non-Alaskan individuals.



Corporations, meanwhile, could mount a Fourteenth Amendment

equal protection attack. However your proposal seems valid

since it involves no suspect classes and no fundamental rights.
Instead, it is an example of the type of socio-economic legis—
lation that warrants a low level rational basis test. Usually,
such a test amounts to the judiciary deferring to the legislative
judgment.

While the Alaska Supreme Court no longer applies a two-tiered
approach to equal protection cases, State v. Erickson, 574 P.2d
1 (Alaska 1978), the result would be the same since there

are no fundamental rights or suspect classes involved with

your proposal.

In summary, your proposal seems constitutionally valid both
in regards to individuals and to corporations.

BMT:JAG:1jb

Enclosures
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SUBIJECT: Constitutionality of

who are 80 percent

nationals from obtaining

under SB 140.

TO: Senator Bob Mulcahy

FROM: Joseph A. Guthrie
Legislative Counsel

Attached is a memorandum prepared

legal extern serving with the D ivision

have reviewed his memorandum and agree

and advice given in it.
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M EMOTRANTUDU M March 3, 1981

SUBJECT: Constitutionality of precluding fish processors
who are 80 percent or core owned by foreign
nationals from obtaining fishery product loans
under SB 140.

TO: Senator Bob Mulcahy

FROM: Bernie M. Tuggle
Legislative Legal Extern

You have asked me to explore the constitutionality of pre-
cluding fish processors who are 80 percent or more owned by
foreign nationals from obtaining loans from the fishery pro-
duct revolving loan fund which would be created by SB 140.
This issue raises Fourteenth Amendment equal protection
problems because your proposal would discrim inate against

persons on the basis of alienage.

As a practical m atter, many fish processors would be organized
under the corporate form of business. This raises the initial

qguestion whether corporations are protected wunder the equal

protection <clause. The answer is an unequivocal "yes
Grosjean v. American Press Co.t 80 L.Ed. 660 (1936).
Therefore, corporations and other types of business organi-

zations receive the same amount of equal protection as

individuals.

Traditionally, classifications based on alienage, lik e those
based on nationality, or race, are inherently suspect and
subject to the highest judicial scrutiny. Graham v .
Richardson, 29 L .Ed .2d 534 (1971). However it is unclear

w hether strict scrutiny applies to non-resident aliens as
well as resident aliens. W hile the numerous cases which
have struck down alienage <classifications have all involved
resident alien s, Trua”™ Vv. R aich, 60 L.Ed. 131 (1951);
Takahashi v. Fish and Game CoEm’'n, 92 L .Ed. 1478 (1948);

Graham v . Richardson, supra; Sugarman v. Dougall, 37 L.Ed. 2d



Senator Bob Mulcahy
Page 2
March 3, 1981

853 (1973); In re G riffith s, 37 L.Ed .2d 910 (1973);

Hampton v. Mow Sun Wong, 45" L.Ed. 495 (1976);, Examining
Board v. Otero" 49 L .Ed .2d 63 (1977); Nyquist v. M auclet,

53 L.Ed .2d 63 (1977); the Court has never directly addressed
this issue. The lower courts, meanwhile, have sp lit on
whether strict scrutiny is the appropriate level of judicial
review for laws which discrim inate against nor.-resident aliens.
Compare Moreno v. T o ll, 489 F.Supp. 658 (D. Md. 1980) with
United States v. Tsuda Maru, 429 F.Supp. 519 P . Alaska 1979).

M atthews v. Diaz, 48 L .Ed .2d 478 (1976) suggests that classi-
fications which discrim inate against non-resident aliens are
not as suspect as classifications discrim inating against
resident aliens.

N either the overnight visitor, the unfriendly agent of
a hostile foreign power, the resident diplom at, nor the
ille gal entrant, can advance even a colorable consti-
tutional claim to a share in the bounty that a con-
scientious sovereign makes available to its own
citizens and some of its guests. (Em phasis in
original)

Id . at 490. This possible difference in levels of judicial

scrutiny w ill prove im portant as discussed below.

Another factor as to whether your proposal would pass

constitutional muster would be the characterization of the

benefit sought. Here, that benefit would be a fishery
product loan. As a general rule, the strict strutiny
approach is applicable to state <classifications based on
alienage, excepting those dealing with governmental
functions, in w hich case the le ss stringent rational basis
test w ill be applied. For example in Foley v. Connelie,

55 L.Ed .2d 287 (1978), the Court upheld a New York statute

lim itin g appointment to the state police force to United

States <citizens by applying a rational basis, rather than a
strict scrutiny test. The application of this less demanding
standard, however, was clearly |Iim ited to alienage <classi-
fications in m atters involving the state's historical power
to exclude aliens from participation in its p o litical

in stitutions. As the Court stated:

The essence of our holdings to date s that although we
extend to aliens the right to education and public wel-



