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Offered: 4/29/87 5-0051L
Referred: Rules

Original sponsors: Zharoff and Eliason

IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 8 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the Commercial Fishing and Agri-
culture Bank; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.81.010(a) is amended to read:

(a) Theie is established the Alaska Commercial Fishing and
Agriculture Bank. The exercise by the bank of the powers conferred by
this chapter is considered to be for a public purpose. [EXCEPT AS
OTHERWISE PROVIDED IN THIS CHAPTER, AND EXCEPT THAT ANY FILING FEES
SHALL BE WAIVED, THE BANK IS SUBJECT TO THE PROVISIONS OF AS 10.15
(ALASKA COOPERATIVE CORPORATION ACT).] The bank is exempt from the
provisions of AS 06.05 (Alaska Banking Code) and AS 10.15 (Alaska
Cooperative Corporation Act) in the exercise of powers granted by this
chapter.

* Sec. 2. AS 44.81.020(a) is amended to read:

(a) The bank shall be managed by a board of directors consisting
of seven members. Five [AT LEAST ONE MEMBER OF THE BOARD SHALL BE AN
ALASKA FARMER WITH AT LEAST 10 YEARS OF ALASKAN FARM EXPERIENCE.
INITIAL APPOINTMENTS TO THE BOARD SHALL BE MADE BY THE GOVERNOR. TWO
OF THE INITIAL APPOINTMENTS SHALL BE MADE AT THE TIME OF THE FIRST
ANNUAL MEMBERSHIP MEETING OF THE BANK. THEREAFTER, FIVE] board mem-
bers shall be elected by the members of the bank, with at least one of
the elected board members being an Alaska farmer [WITH AT LEAST 10
YEARS OF ALASKAN FARM EXPERIENCE], and two board members shall be

appointed by the governor until the repurchase of all the nonvoting,
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preferred shares initially issued by the bank and purchased by agen-—
cies of the state. After repurchase is completed, all board members
shall be elected by the members of the bank. The board members shall
annually elect a chairman from among themselves. The purpose of the
board is to manage the assets of the bank.

Sec. 3. AS 44.81.090 is amended to read:

Sec. 44.81.090. TERM OF OFFICE AND REMOVAL. The members of the
board shall serve for terms of three years, and they may serve succes—
sive terms. Terms shall be staggered. An elected member of the board
who releases confidential information in violation of AS 44.81.260,
commits serious ethical misconduct that relates to the member®s fit-
ness to serve as a member of the board, or maintains a chronically and
irredeemably substandard borrowing relationship with the bank may be
removed from the board by affirmative vote of a majority of the mem—
bers of the board [INITIAL TERMS OF THE FIRST FIVE MEMBERS APPOINTED
TO THE BOARD SHALL BE TWO MEMBERS SERVING UNTIL THE FIRST ANNUAL
MEMBERSHIP MEETING OF THE BANK, TWO MEMBERSSERVING UNTILTHESECOND
ANNUAL MEMBERSHIP MEETING OF THE BANK, AND ONE MEMBER SERVING UNTIL
THE THIRD ANNUAL MEMBERSHIP MEETING OF THE BANK. INITIAL TERMS OF THE
TWO MEMBERS APPOINTED AT THE TIME OF THE FIRST ANNUALMEMBERSHIP
MEETING OF THE BANK SHALL BE ONEMEMbER SERVING UNTIL THE SECOND
ANNUAL MEMBERSHIP MEETING OF THE BANK AND ONE MEMBER SERVING UNTIL THE
THIRD ANNUAL MEMBERSHIP MEETING OF THE BANK].

Sec. 4. AS 44.81.210(a)(20) is amended to read:

(20) make loans to individual commercial fishermen for
limited entry permits; a loan under this paragraph may be made only to
an individual commercial fisherman who has been a state resident for a
continuous period of two vyears 1immediately preceding the date of

application for the loan [AND WHO HAS HAD A CREWMEMBER OR COMMERCIAL
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FISHING LICENSE UNDER AS 16.05.48C OR A PERMIT UNDER AS 16.43 FOR THE
YEAR IMMEDIATELY PRECEDING THE DATE OF APPLICATION AND ANY OTHER TWO
OF THE PAST FIVE YEARS, AND WHO HAS ACTIVELY PARTICIPATED IN THE
FISHERY DURING THAT PERIOD]; Uloans made under this ©paragraph are
subject to [THE PROVISIONS OF] AS 44.81.230;
*Sec. 5. AS 44.81.210(a)(22) is amended to read:

(22) accept the pledge of a limited entry permit as security
for a loan made under this chapter [FOR THE REPAIR, RESTORATION, OR
IMPROVEMENT OF A COMMERCIAL FISHING VESSEL OR COMMERCIAL FISHING GEAR,
OR FOR THE CONSTRUCTION OR PURCHASE OF A COMMERCIAL FISHING VESSEL,]
subject to the conditions set out in AS 44.81.230 - 44.81.250 on
pledges of limited entry permits;

*Sec. 6. AS 44.81 is amended by adding a new section to read:
Sec. 44.81.235. LIMITATIONS ON PLEDGE OF PERMITS. (a) The bank
may issue a loan secured by a limited entry permit for
(1) purchase, repair, restoration, or improvement of a
commercial fishing vessel or commercial fishing gear;
(2) construction of a commercial fishing vessel;
(3) working capital, including insurance premiums, fuel,
bait, and boat storage and launching expenses; or
(4) purchase and improvement of set net sites and associ-
ated equipment.
(b) A limited entry permit may be used as security for more than
one loan if each loan meets the requirements of (a) of this section.
(c) A limited entry permit may be used as security for a loan to
refinance existing debts if the proceeds of each original loan were
used in accordance with (a) of this section.
*Sec. 7. AS 44.81.270 is amended by adding new subsections to read:

(b) The bank shall be audited annually by independent outside
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auditors. The legislative auditor may confer with the outside audi—
tors and review the workpapers of the audit. At the direction of the
Legislative Budget and Audit Committee under AS 24.20.271, the legis—
lative auditor may conduct an audit of the bank.

(c) The state bank examiners shall perform an annual qualitative
examination and evaluation of the bank. The commissioner of commerce
and economic development shall assess the bank a fee established under
AS 06.01.010(b) for the actual expenses incurred by the Department of
Commerce and Economic Development in connection with the examination.
The examiners shall report to the board of directors on the examina-—
tion. The examiners shall prepare a summary vreport evaluating the
bank®"s 1loan portfolio quality on a statistical basis and addressing
the appropriateness and effectiveness of the bank"s policies, prac—
tices, and management within the context of the bank"s statutory
purposes. The examiners shall distribute copies of the summary report
to the bank, the legislature, and the governor.

Sec. 8. This Act takes effect immediately under AS 01.10.070(c).
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(1D HOUSE COMMITTEE REPORT

Date referred:5/1/87 FURTHER REFERRALS:
DATE:
The Finance Committee has considered CSSB O(Fin)

"An Act relating to the Commercial Fishing and Agriculture Bank? and
providing for an effective date."

RECOMMENDS:
[ 1 replace with [4-3 the same title
[ ] attached amendment(s) [ 1 a new title

[=J do pass

do not pass

no recommendation
individual recommendations

—
e bl b

additional referral to the Committee

ADOPTS: [ ] letter of intent

ATTACHES NSWFISCAL NOTE(S):

[ 1 fiscal impact [ 1 same as previous fiscal note
[ ] zero fiscal note published
[ ] zero with analysis [ same as previous zero fiscal
note published
SIGNTBG DO PASS: SIGHING R RECOMMENDATIONS:
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Als r It .

Chairman®s signature
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Senator Fred F. Zharoff

Alaska State Legislature
P.O. BOX 405, KODIAK, ALASKA 99615 (907) 486-5259

DJRING SESSION:
P.O. BOX V, JUNEAU ALASKA 99811 = (9071 465-3473 «465-3474

,-rrrr: DISTRICT N —
ALASKA PENINSULA < ALEUTIAN CHAIN < BRISTOL BAY < KODIAK ISLAND <« LAKE CLARK/LAKE ILIAMNA < PRIBILOF ISLANDS « SHUMAGIN ISLANDS

MEMORANDUM

T0: Rep. Al Adams
Chairman
House Finance Committee

FROM: Senator Fred F.
DATE: May 1, 1987
RE* CS For SB 8 (Finance) - "An Actrelating to theCommercial Fishing

and Agriculture Bank; andproviding for aneffective date."

I respectfully request you to schedule CSSB 8 for a hearing before the House
Finance Committee at your earliest convenience. The bill passed the Senate
April 30 by a 14-0 vote.

CSSB 8 clarifies and makes a variety of changes in the statutes that govern
the Alaska Commercial Fishing and Agriculture Bank (CFAB). 1In the years since
CFAB"s creation in 1978, a number of points have been identified in statute
that, if amended, would aide CFAB in fulfilling its purpose and would more
accurately reflect the actual situations CFAB confronts.
The following background information is attached:

1. Sectional Analysis.

2. Fiscal Note.

3. Letter that initiated legislation from Mr. Ed Crane, CFAB
president, to Sen. Zharoff.

4. CFAB 1986 Annual Report.

5. CFAB statutes.



Senator Fred F. Zharoff

A laska State Legislature

P.O. BOX 405. KODIAK. ALASKA 99615 (907) 486-5259
DURING SESSION:
P.O. BOX V. JUNEAU, ALASKA 99811 «(907; 465-3473 «465-3474

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

SECTIONAL ANALYSIS
CS FOR SENATE BILL NO. 8 (Finance)

"An Act relating to the Commercial Fishing and Agriculture Bank; and
providing for an effective date."”

SECTION 1

44.81.010(a): Exempts CFAB from the provisions of the Alaska
Cooperative Corporation Act (AS 10.15), as the act was
not written to apply to cooperative banking institutions
such as CFAB. CFAB is governed by 1its own separate
statute (Title 44, Chapter 81), but could be subject to
possible amendments to AS 10.15. CFAB is already exempt
from the Alaska Banking Code (AS 06.05).

SECTION 2

44.81.020(a): Deletes language that at least one of the Alaska farmer
members of the board have "at least 10 years of Alaskan
farm experience”. Requirement is difficult to meet and,
based on CFAE % experience, unnecessary. Deletes
outdated language pertaining to board appointments.

SECTION 3

44.81.090: Amends statute to allow for removal of members of the
board of directors who release confidential information
in violation of AS 44.81.260 (Confidentiality of CFAB
records), who commit "serious ethical misconduct™, or who
maintain "a chronically and irredeemably substandard
borrowing relationship with the bank". Removal occurs
upon a majority vote of the remaining members of the
board. Deletes outdated language pertaining to board
appointments.

SECTION 4

44.81.210(a) (20):

Deletes loan eligibility language duplicated from state
loan program statutes so CFAB can have flexibility to
make loans based mainly on applicants ” credit standing,
fishing experience, and ability to repay. State
eligibility criteria 1is somewhat restrictive and can
interfere with CFAB"s ability to make what otherwise
would be good loans.



Sectional

SECTION 5

analysis: Senate Bill 8 - page 2

44.81.210(a) (22):

SECTION 6

44.81.235:

SECTION 7

44.81.270:

O

©

SECTION 8

Deletes unnecessary language. The conditions regarding
the acceptance of a pledge of a limited entry pennit as
security for a loan are spelled out in Section 6.

New section. Expands the purposes for which a limited

entry permit may be accepted as collateral. Currently, a
permit may be pledged as security on a loan to purchase a
permit; on a loan for the repair, vrestoration, or
improvement of a commercial fishing vessel or commercial
fishing gear; and on a loan for the construction or
purchase of a commercial fishing vessel. Language added
to reorganize and expand the provisions to read: (€D
"purchase, repair, restoration, or improvement of a
commercial fishing vessel or commercial fishing gear;"
(2) "construction of a commercial fishing vessel;" (3)
"working capital, including 1insurance premiums, fuel,
bait, and boat storage and launching expenses;" and (4)
"purchase and improvement of set net sites and associated

equipment”. Allows a permit to be used as security for
more than one loan, and to refinance existing debt on the
items listed above. Allows a fisherman to use a permit

for one fishery to secure funds to wuse in another
fishery. Expands slightly the exception CFAB was granted
to AS 16.43.150, which prevents anyone (except the state
or CFAB) from legally seizing a permit-holder ® permit.
This section would allow fishermen more flexibility in
their business plans. Under limited circumstances, they
would have a new asset to use to leverage funds for their
operations. The circumstances are limited because CFAB
— with its special statutory relationship to the fishing
industry - would still be the only private institution
with the ability to accept permits as collateral.

Adds new subsections.

Requires an annual independent audit. Legislative
auditor may confer with and review the workpapers of die
independent auditor. Legislative auditor may only

conduct an audit at the direction of the Legislative
Budget and Audit Committee (AS 24.20.271).

Requires state bank examiners to perform "an annual
qualitative examination and evaluation of the bank"™, for
the standard fee. Outlines what the -examination and
evaluation shall include.

Effective date.



2550 Denali Street, Suite 1201
P.O. Box 4*2070
Anchorage, Alaska 99509*2070
(907) 276-2007

March 19, 1986

Senator Fred F. Zharoff
Alaska State Legislature
Box V (M.S. 3100)
Juneau, Alaska 99811

Dear Senator Zharoff:

Thank you for your comments and for the constructive interest in CFAB
which you expressed during the recent hearing on SB410.

It is unfortunate <hat such focused discussions as we had might leave
an onlooker with the thoughts that Alaska is populated by only two kinds of
fishermen/borrowers, either '"good" or "poor"™; that if a fisherman isn™ one he
must be the other; and that the "poors" naturally gravitate to CFAB while the
"goods"™ have more attractive alternatives. Such 1is not the case. However, if
a traditional financial institution with, say, $50.0 million of loanable funds
has made a risk-limiting policy decision to have no more than 10 percent of
its loan portfolio invested in the Alaska commercial fishing industry, that
institution can (and should) be very selective and competitive in determining
which segments or which individual members of the industry it will finance.
Its management ™ basic responsibility is to protect and enhance the interests
of the stockholders and depositors rather than to serve the industry.

CFAB®"s only mission in life, on the other hand, 1is to serve that
industry, along with agriculture. Accordingly, it must attempt to
— at best - attract and accommodate a broad cross-section of che industry.
Its policies and practices must be structured to exclude the lowest
percentiles (in terms of creditworthiness)of the industry; conversely, they
cannot be designed to allow or encourage a "skimming" off the top. All of us

lapse into expressions of qualitative jJudgments when discussing or
contrasting CFAB"s activities and performance with those of other
institutions. In reality, however, the "competition" 1is illusory because of
the great divergence of objectives, purposes, and resources. As a final

thought on that matter, | would argue that perhaps one of CFAB"s most
significant services is that rendered to the "top of the list" operators who
do not borrow from 1it; were it not for CFAB"s existence, there would be no
motive for other lenders to offer attractive terms to that group.

A major thought expressed at the Resources Committee hearing was that
there may well b*other features of CFAB % statute which could be
constructively modified, and I was invited to address the matter. That is the
primary reason for this letter.

Alaska Commercial Fishing andAgriculture Bank



Senator Frecl F. Zharoff
March 19, 1986
Page 2 of 8

In my view, the CFAB statute was a creative and visionary response to

a worthy need. It is true that the legislature did not necessarily invent the
perfect mousetrap the first time around - there are some points which can
hopefully be addressed - but my strong personal opinion is that CFAB"s basic

problems have arisen in the implementation process and are not really evidence
of a faulty concept. Some of the most damaging events have involved specific
instances of poor judgment, flamboyance and speculative growth policies, etc.
The more general and pervasive problems, though, appear to stem from a
broadbased failure to recognize the genuine uniqueness of CFAB ™ combination
of origin, structure, limitations, objectives, markets, and pressures. That
charge of "failure”™ 1is not offered as condemnation of anybody. CFAB .is unique
— there was no precedent, no pattern, no body of experience to call upon.
There 1is no real reason to believe that those of us involved with CFAB today
are any more insightful than our predecessors; we have the benefit and
advantage of experience over five eventful years.

The existing statute does give CFAB broad authorities and powers;
broader than we have ever used. The only general restriction which tends to
be self-defeating is that which 1is being addressed in SB410. As CFAB"s CEO,
whose most fundamental vresponsibility is to work toward the stability and

healthy growth of the institution itself, 1 would subjectively prefer a total
removal of the restrictions addressed by SB410, and would justify that by the
argument, "What"s good for CFAB is good for the State." However, 1 am

realistic enough to recognize that the business of CFAB must be affected by
the politics of its creation and heritage, and | am quite pleased with SB410
and its promise.

Before going further with discussion of specific statute features, |1
would like to address other points which were raised at the hearing and also
to stress that the only thing which would help CFAB to deal with its immediate
problems is cash (or an interest-earning cash equivalent). I offer that as a
matter of fact - not as a plea foi cash. The fundamental problem 1is
illiquidity, manifested by the 1imbalance between interest-bearing debt and
interest-earning assets. We did make great strides during 1985 toward curing
that 1imbalance, principally through the Jliquidation of non-earning assets.
Over that year, CFAB reduced its interest-bearing debt by $32.3 million, but

its interest-earning assets were reduced by only $19.5 million: Effectively,
we created $12.8 million of liquidity and/or earning ability out of the
12-31-84 non-earning assets. In addition, for 1986 we have vreduced our

operating budget by about $1.0 million, which has the same effect as creating
about another $7.0 million of earning assets. We can not, and do not, project
improvement at the same vrate during 1986 - "easiest"” problems get solved
first, and we are working our way 1into the hard core which 1is much more
difficult to deal with!.



Senator Fred F. Zharoff
March 19, 1986
Page 3 of 8

The easiest solution to the immediate problems (from CFAB %
standpoint) would be for the State to invest another $6.0 to $8.0 million in
CFAB, in return for a long-term commitment from our lender as well as that
lender & subordination to the State with respect to the future proceeds from
$10.0 or $12.0 million of non-earning assets in order to secure repayment to
the State. That does not appear to be realistic, and | am not certain it
would be best just because it would be easiest. On the other hand, there were
concepts embodied 1in some of the committee discussion - particularly in
Senator Coghill*s comments - which 1 believe are worthy of exploration and
which bear potential benefit to both the State and to CFAB. CFAB has an
administrative and operational infrastructure which is presently
underutilized. Also, we are continuing to build a professional credit staff
which, out of necessity, is primarily oriented to difficult situations. It
occurs to me, given the current and projected State budget constraints as well
as the frequent (but not universal) expressions of sentiment for limiting or

eliminating State-funded direct loan programs, that there may well be
opportunities for CFAB to act on an agency or contract basis for the State in
administering, modifying, or phasing out particular programs. While this is

probably something to be addressed administratively rather than through the
legislature, it seems appropriate to acknowledge it as relevant to our recent

discussion.

There was also some discussion about the status of, and repayment
prospects of, the State®"s $31.8 million investment in CFAB. We have from time
to time heard expressions from various sources that the State should consider
abandoning or "writing off" that investment. My personal view is that that
action would be inappropriate, for a variety of reasons:

1 CFAB needs to be held accountable for its actions, policies, and
results; and ownership by the State imposes accountability. It is true that
the State"s stock is non-voting, while the borrower-raembers have the
theoretical authority and ability to influence the institution through
exercise of their voting rights. However, CFAB is still a new institution
without a "mature"™ body of members; while those members have a common interest
in general, the most significant interest is one which 1is specific to each
individual; and it would be a very costly and time-consuming effort for a
small group of members to work toward correction of a perceived problem - the
most effective control element for members 1is probably through the election of
quality directors. Even though we at CFAB might chafe at the frustrations and
imperfections of communicating with Jlegislators and administrators®, the
practical fact 1is that the accountability imposed by State .investment is
probably the greatest possible protection for all parties involved.

2) As a citizen, 1 can think of no reason the state should abandon
the investment. The present value may be nominal - that was, of course,
known when the investment was made - but I"m sure the State has made hundreds



Senator Fred F. Zharoff
March 19, 1986
Page 4 of 8

of other capital investments of various kinds "for a public purpose” and which
have limited financial value.

3) As discussed earlier, a non-cash transaction would not assist
CFAB in dealing with immediate problems; there would simply be a
re-classification in thn equity portion of our balance sheet. On the other
hand, if there should be a dramatic worsening of CFAB ™ immediate problems and
if CFAB were forced into a bankruptcy and/or liquidation, there is every
reason to believe the State would ultimately recover a significant part of its
investment. The State should not forego that opportunity.

4) While the $31.8 million does appear to be an investment of

capital, it bears at least oce of the elements of debt (a -due date). In
general, an abandonment of capital has no significant tax implications, but a
forgiveness of debt creates a taxable gain. Such an action should be

carefully analyzed beforehand, 1in order that CFAB not be confronted with a
horrendous Federal tax liability!

Notwithstanding all of the foregoing, it would seem appropriate that
this legislature recognize and address the realities of that investment and

the prospects for retirement on the present schedule. As 1 mentioned the
other day, we at CFAB view the obligation very soberly and recognize the clock
is running. However, we are doing today what any 1illiquid individual or

entity does; we are committing all available cash to those obligations which
have the ability to put us out of business today. As a matter of fact, since
the Spokane Bank for Cooperatives holds a lien on all cash proceeds (as well
as on most other assets) we could not fund a repayment plan. While there may
be no compelling and immediate reason to change the requirement today, we do
now have the benefit of over five years of experience and c”n recognize that a
requirement which seemed realistic in 1978 and 1979 1is no longer achievable.
In CFAB™ view it would be more reasonable for the legislature to change the
retirement date to, perhaps, July 1, 2010. An alternative might be to set the
retirement "at the call of the legislature but in no event prior to
July 1, 2010." It would not be unreasonable - at least in theory - to
attach a sinking fund requirement, but that might involve some difficult
negotiations with CFAB"s lender depending upon how the requirement were
structured.

* * * * *x *x * *x * *

Following are the other specific points in CFAB % statute (AS 44.81)
which we believe could be constructively addressed:

Sec. 44.81.010.(a) The reference to AS 10.15.005-10.15.600 (the basic
cooperative statute) should be eliminated. CFAB is wunique, and AS 44.81
provides a specific and comprehensive organic foundation. AS 10.15 1i. subject
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to change without regard for its impact on CFAB, and a basic necessity for a
credit institution, especially one involved in long-term loans, 1is stability
in every form. There was an abortive effort in 1984-85 to develop sweeping
changes in AS 10.15; that effort had merit within its own context, but many of
the proposed changes did not recognize the possible existence of a statewide
cooperative whose relationship to members 1is purely financial.

Sec. 44.81.010.(b) & (©) A modified requirement for repurchase of State
capital should be addressed here.

Sec. 44.81.020.(a) & (b) The requirement that at least one board member be an

Alaska farmer 1is constructive. However, the proviso that he/she have "at
least 10 years of Alaskan farm experience" (whatever that means!) creates a
situation which is probably not in the best interests of members. Since each

elected director must also be a current or recent CFAB borrower, it appears
there are |lestf than five individuals 1in the entire state eligible for this
position. Other directors don"t need to be 10-year fishermen, etc., and a
second farmer director does not need to meet the 10-year requirement. Why
limit the members® choice of directors in this way?

Also, there should be a provision for removal of an elected director
as a result of a unanimous finding by the remaining directors of a "serious
conflict of \interest or a chronically and irremedially substandard borrowing

relationship."” We have received a legal opinion, based on the existing
statute, to the effect that only the members of CFAB can remove or recall an
elected director - however, since the statute elsewhere prohibits disclosure

to members (or anyone else) of information regarding a borrower (including
directors), a Catch-22 situation exists.
!

Finally, this section should also make clear that the five elected
directors are accountable as individuals to the members only. They should not
be subject to the same requirements, standards, etc., as are the gubernatorial
appointees. Each director candidate must literally "campaign" for election,
and the members have ample opportunity to apply whatever standards they choose.

Secs. 44.81.200. 44.81.260.(b)(1). 44.81.270. & 44.81.280 Section 44.81.200,
by implication, requires CFAB to have an annual financial audit by independent
outside auditors. That may be sufficient, but it would not hurt for that
requirement to be specific. To avoid costly redundancy while vretaining
opportunity for legislative oversight, it would be well to provide that the
Legislative Audit Division is authorized to confer with, and to review the
audit workpapers of, CFAB"s outside auditors and could make 1its own audit only
after a recommendation to, and direction by, the Budget and Audit Committee.

A far more important and necessary provision, from our viewpoint,
would be for an annual qualitative examination and evaluation by the State's
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bank examiners. CFAB"s directors and management are greatly desirous of the
discipline 1imposed by an independent and professional examination. More
important, and because CFAB"s loan portfolio comprises about 84 percent of its
total assets, the State should be vitally interested in a periodic qualitative
evaluation. We urge that such an examination be statutorily directed, and
that the examiners be required to provide both the legislature and the
governor (as well as CFAB"s board) with a summary report which expresses loan
portfolio quality on a statistical basis and which also addressed the
appropriateness and effectiveness of the institution™ policies, practices,
and management within the context of its statutory purpose.

Secs. 44.81.210.(a)(20) & (22) These paragraphs deal with the bases and
circumstances under which CFAB may accept the pledge of a limited entry permit
as security for a loan. We recognize the matter of limited entry permits in
general is subject to diverse political and emotional overtones; CFAB"s
subjective view, however, relates strictly to the business asset aspects of
permits. It is also premised on the concept that a viable loan is one which
is structured to meet the reasonable business needs of both lender and
borrower and which preserves the relative risk positions of owner and
creditor. An all-too-common perception among non-credit people is that
lending is some kind of game of wits which Creates either
"bank wins/borrower loses"™ or "bank loses/borrower wins" situations!

Paragraph (20) sets forth requirements which are identical to those
of the Commercial Fishing Loan Act administered by the State itself. We have
no particular concern with the two-year residency requirement .expressed in
(20) but, since CFAB was created to serve abroadergroup than the State"s own
program, we do not understand *why CFAB should be 1limited to the other
requirements in (20) - they are essentially eligibility requirements, and may
or may not have any relevance to objective credit standards a lender might
apply. Within the context of "service to Alaska fishermen,”™ an entry permit
will only be sold by a limited entry permit holder who is presumably motivated
to sell. If CFAB can finance a qualified buyer, which party is getting the
benefit of CFAB"s existence?

Paragraph (22) 1is much more difficult for CFAB as a lender. We have
been advised frequently by counsel that a restrictive provision such as this
will always be construed strictly, vrather than liberally, by the courts;
consequently, we flatly avoid making loans that we would otherwise be willing
to make. Again notwithstanding the complex and controversial history of the
limited entry program itself, we do not understand why this asset which is a
critical and integral element of any fisherman®s operation should have such
unique status. The vrestrictions do not necessarily work to a fisherman®s
advantage. Consider the hypothetical case of an individual who has managed to
accumulate $50,000 in cash but has no other significant resources; he has
arranged to lease a vessel and gear if he can buy a $50,000 permit and have
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$35,000 of working capital. If he buys the pennit for cash and comes to CFAB
for a $35,000 working capital loan, he probably won"t get it. On the other
hand, if he has presence of mind enough to come to CFAB first, we might very
likely finance $35,000 of the permit purchase (and on a term basis, rather
than on a seasonal working capital basis) and let him use his own funds for
working capital. Same individual; all other credit factors the same; but,
obviously, paragraph (22) affects his ability to fish.

We are told that a major rationale for the sacrosanctity of limited
entry permits 1is that, "foreclosure of a permit takes away the borrower"s
ability to fish." We would agree with that. We would hasten to add, however,
that no responsible lender - including CFAB - lends money in anticipation of
acquiring the security pledged. There are many, often misunderstood, reasons
for requiring collateral to a loan. In the final analysis, it is a stop-loss
feature and/or one which permits a degree of leverage. The courts do not
permit a lender to acquire <collateral without an often costly and
time-consuming showing of clear proof that the borrower cannot and/or will not
conform to the loan contract to which he agreed. If a borrower is unwilling
to risk his/her legal ability to fish in order to have the financial ability
to fish, why should CFAB put other people®s money (including the State®"s) at
risk?

As a final example of the impact of paragraph (22), we would cite

"gear" loans, for which there is frequent demand. Gear is almost valueless
for collateral purposes. An applicant for a gear loan is held by CFAB to
essentailly the same standards as are applied to an unsecured borrower - this

means very few applicants can qualify. Effectively, CFAB is denying credit to
a large body of applicants because an unidentifiable, but small, number of
them will not perform. If, however, those applicants could put their permits
at risk to secure a gear loan, many more gear loans could be made - and we
expect borrowers would take a much more serious approach to servicing those
loans!

We believe paragraph (22) should be rewritten to provide:

(1) Loans made should be restricted to enabling the
fisherman to better compete in the fishery for which he
holds the pledged permit. In other words, a loan to
purchase a drag boat should not be secured by a salmon
pennit; and,

(2) The authorized 1loan purpose should be expanded to
include:

(a) purchase of fishing gear.
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(b) working capital, including insurance premiums,
fuel, bait, boat storage and launching expenses.

(c) purchase and improvement of set net sites and
associated equipment.

(3) A provision should be added allowing CFAB to take a
permit pledge on more than one loan, provided each loan
purpose is .thorized for such a pledge.

(4) Refinance ofexisting debt or debts provided the
original loan purpose(s) authorized a permit pledge.

* * * * * * *x * * *

Again, we appreciate the constructive interest expressed by you and
your colleagues on March 12. All of us at CFAB - Directors, management, and
staff - are very much aware of the general and specific obligations CFAB
holds toward the State, the public at large, and its mandated constituency.
We regret the difficult circumstances of the recent past, and we are committed
to restoring CFAB to a position of genuine service to Alaska and its citizens.

Sincerely

Edward E. Crane
President

EEC-1077V



ALASKA COMMERCIAL FISHING & AGRICULTURE BANK

Executive Message
n W n m

As we review the developments and results of CFAB'S

1986 operations, and prepare to discuss them with mem-

bers. we are reminded of the question, "Is the glass half-
empty or is it half-full?"

For CFAB. the question must be. "Was 1986 a partial
success or was it a partial failure?" Many objectives were
attained or exceeded in 1986. and there is no doubt that
by any conventional measurement CFAB is financially
stronger today than a year ago. However, some goals
were not met. and the effort to provide financing and
services to members at a currereasonable cost re-
mains a difficult challenge. In these next few pages, we
will share with you the major events and developments of
the past year.

"The Board of Directors Has concluded to return 40
percent of the 1986 margins to its 1986 patrons in
the form of a cash patronage refund."

~ A particular point of satisfaction isthe 1986 net operat-
ing results —a margin of $535,780. While that is not a
large amount, it comP,ares favorably with the disastrous
1984 loss of $10.0 million and the modest $114,000 mar-
gin of 1985. Because CFAB is a cooperative and its net
margins are applied to the benefit of the borrower-own-
ers whose patronage produces those margins, we do not
operate CFAB toward an ob{ectl\_/e_ of Iarggz_ net margins:
nevertheless, it is critical that policies established and im-
plemented throughout the entire year be directed toward
assuring that there be some net”margin, however mod-
est, remaining at December 3L

Consistent with the foregoing and with CFAB's Bylaws,
the Board of Directors has concluded to return 40 per-
cent of the 1986 margrlns fo its 1986 patrons in the form
of a cash patronage rétund. Checks totaling $214,312 and
equal to about 3-1/2 percent of the 1986 interest paid will
be mailed to affected borrower-owners by April 1, 1987.
The remainder of the 1986 margins has been applied to
reduce the unallocated and undistributed patronage loss
remaining from 1984 operations.

Anriiud - Repofif” v

"Actual operating expenses totaled $1,931,000, the
lowest of any of the six full years of operations

Itis not possible to identify single and specific events or
circumstances which created the 1986 margin: it is the
result of many interrelated developments. However, it is
possible and “rational to identify ‘many factors without
which the mar%n would not have beén achieved. One
such factor is CFAB's o(i)eratmg expenses, or "overhead.”
A year ago we reported that those expenses for 1985 had
been reduced by nearly $400,000 from CFAB's four-year
average of $3.2 million,” and said that for 1986. "...we are
striving for a further reduction of $500,000 to
$600.000..," Our objective was $2.2 to $2.3 million —ac-
tual operating expenses totaled $1.931.000, the lowest of
any of the siX full years of operations. While the Board of
Directors and management of CFAB provide basic direc-
tion and leadership in pursuit of such objectives, they
cannot be achieved or exceeded without the constant
and committed efforts of every CFAB staff member. We
applaud the performance of CFAB's employees: they are
worthy of high regard by all borrower-owners.

"There is no more pervasive and negative influence
on CFAB and on the demands it must mafie of its
performing, interest-paying, Borrowers than the
level of non-performing loans."

‘A major 1986 disappointment was CFAB's inability to
significantly reduce the dollar level of non-earning loans.
(A"non-earning loan is one on which a contractual ﬁa -
ment is delinquent by 90 days or more and/or whic
CFAB's management has reason to believe represents a
continuing and _serious Problem.) Non-earning loans to-
taled $15653,345 at December 31, 1985, and
$17,323,385 a year later. The relative closeness of those
numbers suggests inactivity and is somewhat misleading.
The actual changes which ‘occurred are better illustrated
by the following"reconciliation:

$15,653,345 Non-earning loans at December 31. 1985
6.909.039 Balances which became non-earning during 1986
(594.663) Balances charged off during 1986

(4.644,336) Balances collected or restructured during 1986

$17,323,385 Non-earning loans at December 31.1986



There is no more pervasive and negative influence on
CFAB and on the demands it must make of its performing,
interest-paying, borrowers than the level of non-perform-
ing loans. That aggregate balance effectively represents
funds which CFAB has borrowed and on which it must
pay monthly interest in cash —since CFAB's only source
of cash income s interest on performing loans, there is
no alternative but to maintain interest rates at a level
which is perceived by many borrowers as excessive.
Whether or not that perception is realistic, it is a cause
{)or many difficult discussions between CFAB and its mem-

ers.

"The single greatest concern of CFAB'S borrower-
owners is its interest requirement.”

We characterize those discussions as "difficult" be-
cause, first, we understand and are totally § .npathetic to
members' points of view. On the other hand, we are un-
able to offer a response other than to say that CFAB is
totally committed to correcting the probléms which im-
pose the current burdens on itS operations. There are no
external sources of relief to which CFAB can turn, or
which it can share with its members. Rehabilitation of
CFAB can only he achieved through the ||giU|dat|on or
restructuring of its non-earning assets. While that_ pur-

0Se receives constant attention, a frustrating reality is
hat, in Igz?eneral, results cannot be obtained through
CFABS efforts alone: other ;)artle,s_ or processes hold™a

reat deal of control. The S17.3 million of non-performln.?
alances involves a total of 67 loans, but over $13.1 mil-
lion of it is in 23 loans to only ten individual borrowers! In
most of the cases, the borrowers are currently under the
Bro_tectlon of a Bankruptcy Court or are othierwise em-

roiled in complex litigation. CFABs attention to these
accounts is both necessary and costly: but that attention
by| |t%elf cannot force the resolution of the matters in-
volved.

This aspect of CFAB's circumstances is addressed at
some length because it is clear that the single greatest
concern of CFAB'S borrower-owners is its interest require-
ment. That interest requirement is directly related to the
amount and status of non-earning loans. ‘For example, if
only half of the $13.1 million in the 23 loans mentioned
above were restored to an earning status. CFAB'S interest
requirement on an annualized basis could be translated
into an overall rate reduction of as much as 2-1/2 percent!
There is no mystery or complexity involved: and there is
no other response we can offer to borrower-owners' con-
cems.

"At December 31, 1986, CFAB's investment in
SBC totaled nearly $5.4 million dollars.”

Another serious and unforeseen threat to CFAB'S recov-
ery efforts appeared during 1986, related to circum-
stances far from Alaska and not at all associated with
CFAB's own markets. It relates to the trends and develop-
ments in US. agriculture generally and, in particular,
within the Federal Farm Credit System which has pro-
vided credit to a?rlculture for 70 years. CFAB was estab-
lished and_structured specifically to seek its financing
from that System, Since 1980, CFAB has obtained a ma-
g)r part of its loanable funds thro%%tg:borrowm%s from the

pokane Bank for Cooperatives (SBC), one of 37 banks of
the System. SBC is itself a cooperative, and CFAB has
been Tequired to invest capital in SBC in the same man-
ner as horrowing members invest in CFAB.

At December 31. 1986. CFAB's investment in SBC to-
taled nearly $5.4 million dollars. Under the circumstances
which have prevailed in the _Past. CFAB would expect that
amount to be returned to it in cash in the years subse-
quent to 1988. However, the dramatic and rapid deterio-
ration of the Farm Credit System as a whole during 1984
to 1986. coupled with the éffects of legislation passed by
the US. Congress in December 1985. squests that the
liquidity of the Spokane Bank for Cooperatives has been
or soon will be drastically affected. This will not only af-
fect SBC's ability to retiré capital as in the past, buf will
also tend to force it to maintain interest rates — and
therefore CFAB's costs —at a relatively high level.

"...The first investment of true equity by members:'

1986 also brought more satisfying and promising devel-
opments to discuss with members, Effective January |.
1986, CFAB's revised Class B Preferred Stock program
was established and has been wel' received. Borrower-
owners actuall gurchased $342.5"0 of Class B Preferred
Stock during 1986. That is perhrp*: a modest amount in
total, but It Is the first investment of true eckultr by mem-
bers: and the amount will increase substantially as CFAB
grows over the next few years.



‘Another new J)rogram_ for 1986 which has proven espe-
cially useful ana attractive is that which involves a modi-
fied level payment plan for term loans. In the past, repay-
ment of term loans was usually structured to involve
equal annual increments of principal plus an interest pay-
ment. It was difficult for the borrower to project an an-
nual payment amount more than a year ahead, and it
also resulted in the highest payments required in the ear-
liest years of what was often a new venture. Under the
modified level payment plan, ﬁayr_nents are fixed in three-
year increments throughout the life of the loan. The re-
sulting ease of budgeting for the borrower has made this
program even more successful than was contemplated at
Its introduction.

~ CFAB also in 1986 introduced and refined a differential
interest rate program. This program inco-porates a care-
ful and objective analysis of each individual applicant's
creditworthiness within the context of his specific loan
request. Every applicant is evaluated against identical
standards: to the extent that an applicant's history and
circumstances clearly represent a better-than-average
credit risk, he is offered an interest rate somewhat lower
than CFAB's normal rate. This program is available to, and
has been applied to. existing loan accounts as well as to
new applicants.

Effective |une 1. 1986, CFAB's base intere t rate —and
therefore the interest rate on most CFAB loans — was
reduced by 112 percent. Coupled with the cash patronage
refund mentioned earlier. 1986 patrons' net costs of bor-
rfgvgg were reduced in a meaningful way from those of

"The 1987 Annual Meeting will be field in three
sessions, also, in October — at Sitfui, Anchorage,
and Kodiak. We urge your attendancel

CFAB's 1986 Annual Meeting was held in three sessions
—one each in Ketchikan. Anchorage, and Cordova. The
basic purpose of that format was t0 permit and encour-

age attendance by a broader range of members than is
possible with a single meeting date and location The
meeting sessions themselves were relatively informal and
the members in attendance were able to participate with
constructive and challenging questions and observations
to the Board of Directors and CFAB's management. Al-
though it was clear that many members T{relative to
CFAB's total membership) are not yet inclined to take ad-
vantage of this unique opportunity to exercise the rights
and privileges of thejr ownership of CFAB, we were en-
couraged hy the participation. The 1987 Annual Meeting
will bé held'in three sessions, also, in October —at Sitka.
Anchorage, and Kodiak. \We urge your attendance!

One of the important items of business transacted in
the 1986 Annual Meeting was the adoption of amend-
ments to CFAB's Articles of Incorporation. The most sig-
nificant part of that was a're-expression of the powers
and authorities of CFAB. The original language of that
section was essentlallg a repetition of the”provisions of
CFAB's statute (AS44.8l); this created, or had the poten-
tial for creating, inconsistencies if and as that statute is
amended. The revised language now provides for CFAB
to engaqe in essentially "whatever businesses and activi-
ties the Taw permits."

“Im terms of numbers, there was also a significant
change to CFAB's Board of Directors in 1986"

In terms_of numbers, there was also a significant
change to CFAB's Board of Directors in 1986, In February.
Governor Sheffield appointed Anchorage businessman
Henry Kim to fill the Iongstandmc}; vacancy in one of the
two appointed seats. In April, the Governor also ap-
pointed Gil Gunderson of luneau to replace Bob Waldrg
of Ketchikan, whose term had expired. Also in April.
Founding Director and former Chairperson Roselgen
Moore of Homer resigned from her elected seat. The
Board appointed Mr. Waldrop to serve in Mrs, Moore's
position until the Annual Meeting. Due to coincidental
circumstances, all five of the elected Director positions
were subject to_contest at the 1986 Annual Meeting. Di-
rector Tommy Thompson. Sitka, and Founding Director



Dale Pihlman of Ketchikan had declined nomination for
re-election to their seats. At the Annual Meeting, Mr.
Waldrop and Harvey Samuelsen. Dillingham, were
elected to three-year terms: Dean Paddock of luneau and
Paul Huppert. Palmer, were elected to two-year terms:
and Alan Otness of Petersburg was elected to a one-year
term. The stature and total number of candidates were
gratifying. The net effect is the loss to members of the
experience and commitment of Mrs. Moore. M. Pihiman.
and Mr. Thompson, with the gain of the dedication and
new perspectives of Messrs. Kim. Gunderson, Paddock,
and Otness. In its own annual organizational process, the
Board elected Mr. Gunderson Secretary-Treasurer of
CFAB. Mr. Waldrop to the position of Vice Chairman, and
Mr. Huppert to once again serve as Chairman.

"One of its critical needs is for....the philosophies

and attitudes of ‘owners of a business....

CFAB is a cooperative. |ts owners are its customers, and
only its customers can become owners. That structure
lends itself to pronouncements and philosophical expres-
sions which are often dismissed as trite. Moreover, be-
cause CFAB is a credit cooperative, its relationship with
each customer is pervasive, hlghl su_blr(]ectwe,, and precise
- measured to the last penny! The rights, pnwle_ges, and
responsibilities of ownership are much more difficult to
define and to_pursue. There are no immediate and mea-
surable benefits or other results to the exercise of owner-
ship rights. Nevertheless, unless there is a viable and ac-
tive ownership base in Elace able and willing to express
its directions and expectations to CFAB's Board of Direc-

tors and management with regard to the total operations
of the institution, the only guidance available to us is the
language of a statute wriften nine years ago.

CFAB is in a period of change and of accommodatin
the realities which have become apparent during its brie
life: a period of recovering from adversity while attemﬁt-
mg to generate from within the resources to build for the
future. One of its critical needs is for a body ol members
with the philosophies and attitudes, of “owners of a busi-
ness" rather than of "customers with a vote." Agam we
urge 9you to participate in the election of a director fater
in"1987. to attend an Annual Meeting session in Sitka.
Anchorage, or Kodiak, and to seek and take advantage of
opportunities to communicate with your directorsand
management about CFAB as a business. Whether c¢r not
Eou are_personally acquainted with one or more of

FAB's Directors, please do not hesitate to contact any of
them to discuss your concemns, questions, or observa-
tions about CFAB

Paul A. Huppert
Chairman. Board of Directors
Edward E Crane

President



CFAB's only significant business activity is the extension
and administration of loans to Alaska's fishing, farming,
and timber industries. Each of CFAB's resources is com-
mitted to support that primary activity.

Over the past two years, the liquidation, restructuring,
or other resolution of non-performing loans have ab-
sorbed a great deal of CFAB energy. Also, the very exist-
ence of such loans has created and imposed unusual re-
quirements on _performing borrowers. Those
requirements have in turn resulted in the loss of loan ac-
counts and opportunities in those instances in which the
borrowers or applicants have alternative financing avalil-
able. Those circumstances are discussed more compre-
hensively in the Executive Message of this Annual R%)ort.
The principal effect has been a sharp decline in CFAB's
gross loan volume from $94.8 million at December 31,
1984, to $65.9 million a year later, and to $44.4 million at
the end of 1986.

That net reduction is only part of the story, however.
CFABSs new loan actions continued in 1986 at a pace
much like that of 1985. There were 105 new loans made,
totaling $11,508,000. Of that amount. $7,825,000 was
"new" money, with the remainder being refinancing of
loan balances already outstanding on CFAB'S hooks.
Slightly less than half, or 46, of the new loans were to
new CFAB members; the other 59 new loans were to bor-
rowerbs who already were, or had been, active CFAB
members.

The %raphics below show the relative composition of
CFAB's loan portfolio at the two most recent year-ends. It
continues to be clear that CFAB isan important source of

Fishing
iVesselsl
47.

Timber &
Agriculture

1985

vessel financing for Alaska fishermen. There is also a no-
ticeable increase in demand for the financing of Limited
Entry Permit purchases, particularly for diversification
into new fisheries. CFAB Is the only private institution
which has the legal authority to make such a loan and to
accept the permit itself as security. Unfortunately, certain
restrictions expressed in CFAB's statute and not related to
credit considerations have severely limited the range of
i:ommercial fishermen to whom CFAB may make such
oans.

As discussed in the 1985 Annual Report. CFAB cannot
assert that its lending activities have broad effects on the
industries it is mandated to serve. The effects tend to be
localized and. more specifically, focused on individual
borrowers. The most generalized implications of CFAB'S
presence and ability to offer financing are felt by all fish-
ermen as a result of the competitive pressures imposed
on alternative loan sources.

The charts below are somewhat distorted by the con-
solidation of "Timber & Agriculture” for the sake of sim-
plicity. CFAB has had no new farm loan activity for the
past two years. This appears to be the result of two pri-
mary factors: ﬁa) The State's own agricultural loan pro-
gram which offers subsidized fmancmlg, “particularly for

evelopmental activities; and (b) the relatively strong and
stable circumstances of long-established farm operators,
whose needs for short-term production financing are also
served by the State's programs! The State's posture and
capacities apFear to be C ang|ng1, and it seems possible
that 1987 will present new agricultural financing opportu-
nities and requirements for CFAB.'

Fishing
IVesselsl

Processors
18.6%

Timber &
Agriculture
16.2%

1986



Report Of Independent Accountants

BUU

ToucheRoss

Board of Directors

Alaska Commercial Fishing and
Agriculture Bank

Anchorage. Alaska

We have examined the balance sheets of Alaska Commercial Fishing and Agriculture Bank
as of December 31, 1986 and 1985. and the related statements of earnings, changes in
capital and allocated/unallocated undistributed patronage earnings (loss), and changes in
financial position for the years then ended. Our examinations were made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances.

In our opinion, the financial statements referred to above present fairly the financial
position of Alaska Commercial Fishing and Agriculture Bank as of December 31 1986 and
1985. and the results of its operations and the changes in its financial position for the years
then ended, in conformity with generally accepted accounting principles applied on a
consistent basis.

Certified Public Accountants
January 23, 1987
(March 2, 1987 asto Note )



ALASKA COMMERCIAL FISHING & AGRICULTURE BANK
Balance Sheets

Assets

TEMPOFAIY INVESIMENLS. .......vovvvvvvveeeereesesssssssssseeeeseeeessssssssssssssssssssssssssssnssssns

Loans and other receivables, net of allowance for loan losses
of 53,291,026 and $3.441.130
Accrued interest receivable:

Temporary investments ...............................................................................
L0ANS aNd OthEr TECRIVADIES. .......vveeeeeeeeeeeeereeeecereer e eesesereressesesasesensesenes

Investment in Spokane Bank for Cooperatives
Bankpremises.furnitureandequipment.net

Acquired assets Neld fOr SAlE.........ouwrvrriinrinrese s
ONEE SSELS.....ouovvveriiseiserie e st

Liabilities

Accounts payable and acCrued EXPENSES.........cc.rrrrrirerissriesisessissssssenees
Accrued Interest PaYabIE..........couererriererr s
Class 8 preferred Stock SUDSCIIPLIONS. ...
NOES PAYADIE ..o e

Commitments and Contingent Liabilities (Note H)

Capital and Patronage Earnings:
Share capital—

Class C special preferred stock, $10,000 par value, authorized
4.000 shares, outstanding 3,180 SNAIES.........ccc.vervmmrrerrrnmrrsrsssrssnnens

Class B preferred stock, $100 par value, authorized

400.000 shares, outstanding 40.410 and 65,845 shares
Loans receivable on Class B preferred StocK.........oornrenerinneernnninnns

Class A membership stock. $10 par value, authorized
10.000 shares, outstanding 975 and 931 shares

C Stock retirement POOL.............uvvvvvvvvvivimn,
Capital in €XCeSS Of Par VAIUE ......c..vcvvervesreeriss s sssisssssssssssssens

Contributed capital..............

Allocated undistributed patronage earnings

Unallocated undistributed patronage €arnings........ceerermseemerssnsssnnenens
Unallocated undistributed patronage 10SS........cc.vvrrerireerinnrinnsinssississssinns

See notes to financial statements

December 31,

1986

$ 147410
4,150,000

41,130.799

4,700
1.302,252

1.306.952
5.390,548
351,874
83,007
28.997

$52,589,587

$ 191.979
233,634
60,163
25,002,539

25,488.315

31,800,000

<041,000
(3,698,500)

9,750

32,152,250
184,930
86,940
144,626

32,568.746
825,691
535,780

(6,828.945)

27,101,272
$52,589,587

1985

S 106.773
3.200.000

62.495.806

44.144
2.071.202

2.115.346
5,252.423
471.503
1.606.164
90,563

$75,338,578

S 308.016
416.780

48.268.294
48,993.090

31.800.000

6.584.500
(6.584.500)

9.310

31.809,310
92.152
82.980

144.626

32.129.068
1.045.365

16.828.945)
26.345.488
S75.338.578



ALASKA COMMERCIAL FISHING & AGRICULTURE BANK

Statements of Earnings

Interest Income: .
Interest on loans and other receivables
Interest on temporary investments

INEEIESE EXPENSE ..o e

Loss on assets held for sale

ProviSion fOr 108N [0SSES ..mmiiriireeseesissreeseeesesssseseesssesseesesessssens

Other Expenses:

Salaries and DENETIES. .......veeeeeeeeee et
OCCUPANCY EXPENSE...vvvvvvversssssmsmimssssssssssssssssssssssssssssssssssssssssssnanans
Depreciation and amortization...............eeereeeriecrsnsesssssesessennns

Professional fees .
Advertising and promotion

Travel, [0dging and MEalS.........c.coovvevvineriierrincieeress s
OFfICE OPEIALIONS........cvvvcvierirressreesiess e
Telephone and POSEAGE. ........ccvrrrrrrerrerrrsrsnsrssereesesssssssssssnsens
MISCEIIANBOUS. .....vvvvrverererrriesess s
DIFECLONS' fBES..ouuvvvervirerirererrssere s

Unallocated undistributed patronage eamings before income tax
expense and extraordinary Credit.......coueeeimnmeneresnnernnnens

Income tax expense

Unallocated undistributed patronage earnings before extraordinary credit

Extraordinary credit - utilization of net operating loss carryforward
Unallocated undistributed patronage earnings

See notes to financial statements

Year Ended December 31.

1986

S 6.119,445
165.143

6,284.588

3,765.900
1347
50,470

3.817.717
2.466.871

1,184,760
203,379
131,789
110.181

67,861
66,219
62,722
40,484
36,522
27,174

1.931.091

535.780
1
226,300

309,480

226.300
$ 535.780

1985

S10.141.090
362.76V

10.503.857

6,2t 7.003
91.127
1.234.930

7.593.060
2.910.797

1.705.780
252.300
160.279
150.191

79.922
136.675
126.717

87.238

50.554

46.954

2.796.610

114.187

32.200

81.987

32.200
S 114187



ALASKA COMMERCIAL FISHING & AGRICULTURE BANK

Statements of Changes in Capital and Allocated | Unallocated Undistributed

Patronage Earnings (Loss)

Balance. January L 1985 ...

Issuance (redemption) of stock during the year:

Class B preferred stock, 29,332 Shares, Net.....ccvuriverismsrsnrrissrine,
Class A StOCK, 43 SNAMES......ccvveieesieis s

C stock retirement pool:

Class B preferred Stock aSSESSMENES...............uuvvvvvveessssssssssiiinsssissssssssss
ASSESSMENtS TECEIVADIE...........ovvvvvvvvvrsenssssssssss s

Reduction in loan receivable on Class B preferred stock redemption
Loan principal charged against allocated undistributed

PATONAYE BAMINGS....vvvsscvevvveesssissseessssissssssssisssssssssssssss s s
Unallocated undistributed patronage €arnings....................emmmmiininn
Allocation to unallocated undistributed patronage 10SS..........covvvemreenerennn.

Balance, December 31. 1985
Issuance (redemption) of stock during che year:

Class B preferred stock, 25,435 shares, Net......ccvvvernnrinsrnsssennonns
Class A StOCK, 44 SNATES........ccvieiieieresses st

Reduction in loans receivable on Class B preferred stock redemption
C stock retirement pool:

Class B preferred Stock aSSESSMENTS............cicisisisisiisiiiiiiiiiiiiinnns
ASSESSMENS TECEINVADIE.....ccocee i

Loan principal charged against allocated

undistributed patronage amings...........vwemsssisisssssssssns
Unallocated undistributed patronage eamings............eerereeereseresserennns

Balance, December 31, 1986
See notes to financial statements

10

Share
Capital

$31,808,880

(2,933.200)
430

2,933,200

31,809.310
(2,543,500)

440
2,886.000

$32,152,250

C Stock

Retirement

Pool
$ 10,260

171.398

(89.506)

92,152

70.966
21812

$184,930

Capital In
Excess Of
Par Value

$79110

3,870

82.980

3.960

$86,940



Contributed

Capital
5144626

144,626

$144,626

Allocated

Undistributed

Patronage
Earnings

$4,514,237

(434.228)

(3.034,644)
1,045,365

(219,674)

$ 825,691

Unallocated
Undistributed
Patronage

Earnings
$

114,187
(114.187)

535.780
$535,780

Unallocated

Undistributed

Patronage
Loss

$(9,977,776)

3,148,831
(6,828,945

$(6,828,045)

Total
$26,579,337

(2.933.200)
4300

171,308
(89.506)
2.933.200

(434.228)
114.187

26.345.488

(2.543.500)
4400

2.886.000

70.966
21.812

(219.674)
535.780

$27,101,272



ALASKA COMMERCIAL FISHING & AGRICULTURE BANK

Statements of Changes in Financial Position

Source of Funds:
From Operations
Unallocated undistributed patronage earnings.......c..eeerrereressnressneseeans
ltems not requiring the use of funds:
Depreciation and amortization.........c..oeeererneernsiesisssssessessnens
Provision for 10N 10SS.......c.uvreimririeieiss s
L0SS (gain) 0N Sale Of @SSELS.....uvvvrrrrererrrierirsssrssesessesese s

Funds provided from OPerations.........cccecreinmrnsrsrinssissssssssssssssssssessenns

Net proceeds from Sale Of BSSELS.........wrrerrrrmnrerrreeresssssssesss s

Net proceeds from StOCK ISSUBNCE. ..........rrerrrrrmrerrrssesessssssssssessssssssssssssssssnnes o .
DECTEASE N CASN.....viivcrcsre s e
Decrease in temporary INVESIMENLS.........c..rrieevreriemrsssessssssesssssssssssesssssssens
Decrease in acquired assets Neld for Sale........coocrnrcinns
DECIBASE IN [0ANS......uvvrecerrrireiresisese s s
DECTEASE N OtNEI ASSELS......vvrvircrrerierriessissess s
Decrease in accrued interest receivable. ...,
Increase in stock SUDSCIIPtION PaYADIE.......ovvrrreniriirrine e
Increase in Class B preferred stock asseSSMeNtS, Net......cccvrrerrreerinsernronns
Increase in Class B prefered StOCK.........couvrvrnrrerinsrissrisssesssesssssssseenns

Use of Funds:
Loans charged off. net Of IECOVEMES.......c.ccuvrrrecrieriisrrec s
Loan principal charged against allocated undistributed patronage eamings
INCIEASE 1N CASN.....vvvrrirrirri i
Increase in temporary INVESIMENLS.........cvverrrrrresiesssssssses s ssssssesssnses
Increase in investment in Spokane Bank for COOPErativesS............wrwerrmerernes.

Increase in hank premises, furniture and €QUIPMENL.......cccvevvrmreenmereerinenis < ... t.

Decrease in accounts payable and accrued EXPENSES.........coninsssssceeee
Decrease in accrued interest payable..........cccoivivivivivivininisssisisssi,
Decrease i NOtES PAYADIE........cccvvvciieriicrs s

See notes to financial statements

Year ended December 31.

1986

S 535,780

4,400

$25,128,823

219,674

950,000
138,125

14,874
116,038

$25,128,823

1985

$ 114,187

160.279
1.234,930
(8391

1.508.557
20.924
4.300
16.558
5.627.865
755.141
28.869.727
41 1.485
1.089.589

81.892

$38,386,038

$ 3111420
434.228

513,689
3.637
64.000
1,953.073
32,305.991

$38,386,038



ALASKA COMMERCIAL FISHING & AGRICULTURE BANK
Notes t0 Financial Statements

Years Ended December 31, 1986 and 1985
Note A—Summary of Significant Accounting Policies:

Operations: The Alaska Commercial Fishing and Agriculture
Bank (CFAB) was incorporated on May 4, 1979 to pro-
mote growth of Alaska agriculture and fishing by provid-
ing debt financing to rosident-owned businesses engaged
in harvesting, processing or marketing, and to promote its
own growth as a strong user-oriented institution through
cooperative ownership and self-governance.

CFAB is a cooperative corporation and intends to re-
fund any allocated undistributed patronage eamings at
such time as the Board of Directors finds that the finan-
cial condition of CFAB will so permit.

IHerest o loans: The accrual of income on loans is discon-
tinued when interest or principal is contractually past due
more than 90 days.

Patronage dividends: Patronage dividends received from
Spokane Bank for Cooperatives (SBC), of which CFAB is a
n|1emger, reduce interest expense to SBC in the year de-
Clared.

Allowance ‘or loan losses. The allowance for loan losses is
based upon specific identification of uncollectible loans
and a general reserve for those loans not specifically
identified.

Acquired assets held for sale: Acquired assets held for sale
include those assets acquired through foreclosure. These
assets are carried at the lower of fair market value or the
recorded investment in the related loan. Holding costs
are expensed when incurred unless such costs increase
the fair market value of the asset.

Bank premises, furniture and equipment; Bank premises, furni-
ture and equipment are stated at cost less accumulated
depreciation and amortization. Depreciation and amorti-
zation are charged to operations by use of the straight-
line method over estimated useful lives of three to ten
years. Expenditures for maintenance and repairs are
charged to operating expense as incurred. Expenditures
for renewals or improvements which extend the life of an
asset are capitalized at cost and depreciated as stated
above. Upon sale, retirement or other dispositions of

property, the cost and accumulated depreciation are re-
moved from the respective accounts and the resulting
gain or loss recorded.

Income taxes: Amounts provided for income tax expense
are based on earnings reported for financial statement
purposes, rather than on the taxable income shown on
the corporate income tax return. These amounts may dif-
fer because certain items are recorded as income or ex-
pense in different years for financial statement and tax
return purposes.

Note B —Loans:
mFAB's loan portfolio by major category is as follows:

December 31,

1986 1985

VESSEIS...vovrvvvverresseressnnrenns $25,623,250 $34,135,387

Fish processors.................. 8,702,504  14.172.810

Agriculture and timber .... 7,596,991  16.221,453
Gear, entry permits,

and other......cccecveennee, 4,371,442  7.697.386

1,826,138 294,400
48,120.325 72.521.436

(3,698.500)  (6.584.500)
44,421,825 65.936.936

(3,291,026)  (3.441.130)
$41,130,799 $62,495,806

Other receivables..............

Less loans receivable on
Class B preferred stock.

Less allowance for
loan l0SSES.......vvvvveee

The loan portfolio includes loans which have been clas-
sified as nonaccrual. Nonaccrual loans by major category
are as follows:

December 31,

1986 1985

Fish processors.........o........ $ 4,441.655 $ 5.246.914

VESSEIS.....ovvvreriereierinnee, 3,025,085 4 480.381

Agriculture and timber .... 7,569,743  3.740.558
Gear, entry permits

and other........couvvevnnee. 2,286,902  2.185.492

$17,323,385 $15,653,345



ALASKA COMMERCIAL FISHING & AGRICULTURE BANK

Notes to Financial Statements continved

Activity in the allowance for loan losses is as follows:

December 31,

1986 1985
Balance at heginning
Of Year...oveerienronne, $ 3,441.130 S 5,317,621
Charged to expense .......... 50,470  1.234,929

Recoveries on loans
previously charged off.. 688,266 374,889

4,179,866  6.927,439
(888,840)  (3.486.309)

$ 3,291,026 $ 3,441,130

Loans charged off..............
Balance at end of year

CFAB serves the financial needs of the commercial fish-
ing and agricultural industries in the State of Alaska.
These industries are subject to seasonal and cyclical fluc-
tuations which could affect the borrowers' ability to repay
loans on a timely hasis.

Loans to directors: To qualify for election to the CFAB Board
of Directors, an individual must be a borrowing member.
Loans to members who serve on the Board of Directors
must be approved by the SBC. Total loans to then mem-
bers were $141,247 and 51.613.378 in 1986 and 1983.
respectively.

Note E —Notes Payable:

Notes payable consisted of the following:

Note C —Temporary Investments:

Temporary investments consisted of S4.150.000 of
Farm Credit Bonds maturing at various dates in 1987,
with interest rates ranging from 5.99% to 8.50% and cer-
tificates of deposit of $3,200,000 with interest rates rang-
ing from 8.45% to 8.52% at December 31 1936 and
1985. respectively.

Note D —Bank Premises, Furniture and Equipment:

~ The following represents a classification of bank prem-
ises, furniture and equipment by major category:

December 31,

1986 1985
Furniture, fixtures and
equUipmMent......ccc.ovvvvevnee. S 893,365 $ 889.432
Leasehold improvements .. 147,202 147.202
1,040,567  1.036.634
Less accumulated deprecia-
tion and amortization .. (688,693)  (565.131)

S 351,874 S  471.503

December 31,
1986 *985

Spokane Bank for Cooperatives (SBC) long-term notes with interest rates ranging from

10.544% to 11.75% maturing at various dates to January, 1993

$25,000,000 $28,000,000

SBC short-term notes and seasonal loan with interest rates ranging from 8.7% to

10.25% maturing at various dates in 1986...........c.c.ccevene.

20 220.081

Other notes payable and capitalized equipment leases with various interest rates

and MatUMty dateS......cccvervecrerrirerieerssssss s

The loans are secured by substantially all CFAB assets

2,539 48.213
$25.002.539 $48,268,294



ALASKA COMMERCIAL FISHING & AGRICULTURE BANK
Notes t0 Financial Statements contined

Principal payments required on notes payable are as fol-

lows:
Year Ending December 31. Amount
1987 S -
1983 10.000,000
1939 10.000.000
1990 5.000.000

CFAB must invest in SBC's Class C stock in an amount

equal to at least 5% of the cumulative average loan bal-
ance maintained with SBC. The amount of CFAB's invest-
ment in SBC's Class C stock and equity in allocated sur-

plus was $5,390,548 and $5,252,423 at December 31,
1986 and 1985, respectively.

Note F —Pension Plans:

CFAB has pension plans covering substantially all em-
ployees. The total cost charged to operations for 1986
and 1985 was S57.422 and $58,372, respectively. The
Board of Directors voted to terminate the floor retire-
ment pension plan during 1986. The floor retirement
plan provided for payments in the event the remaining
pension plan was not sufficiently funded .to meet actuar-
ally computed retirement funding. As of December 3L
1985. the net assets available for benefits under the floor
retirement plan was $28,244. This amount will be re-
funded to CFAB upon the approval of termination by reg-
ulatory agencies. In accordance with generally accepted
accounting principles, no gain will be recorded until the
requlatory approval of the termination is obtained.

Note G —Capital and Patronage Earnings:

Share Captial: Shares purchased by the State of Alaska
must be repurchased by CFAB on or before July 20. 2000.

Preferential shareholders' rights on dissolution are at-
tached in the order of Class C. Class B and Class A

The following rights apply to the three categories of
stock:

Class C - No voting or dividend rights. May only be is-
sued to the State of Alaska.

Class B - No voting rights. Class B stock may only be
held by members of CFAB. Prior to Decem-
ber 31, 1985. all loans required a purchase of
Class B stock in an amount equal to 10% of
the loan balance: however, this purchase was
not funded but was evidenced by notes. On
loans made subsequent to December 31.
1985. each borrower is required to make a
cash purchase of Class B stock in an amount
equal to 5% of the total loan. This investment
will remain in place until retired by the Board
of Directors.

Class A - No dividend rights. Each member of CFAB
must own one share of Class A stock. Each
share of stock carries one vote. To vote, a
member must be engaged in commercial
fishing or agriculture and must be a current
borrower or have borrowed from CFAB dur-
ing the preceding two years or have a mini-
mum retained patronage earnings with CFAB
of $2,500.



ALASKA COMMERCIAL FISHING & AGRICULTURE BANK
Notes t0 Financial Statements continued

Unallocated Undistributed Patronage Loss: In accordance with
Alaska Commercial Fishing and Agriculture Bank bylaws,
the Board of Directors acted to reduce an unallocated
undistributed patronage loss in the amount of
59.977.776 as follows: 1) by allocating 53.034.644 to allo-
cated undistributed patronage earnings of prior years in
1985 and 2) by charging 5114.187 to 1985 unallocated
undistributed patronage earnings. At December 3L
1986. the remaining unallocated undistributed patronage
loss amount was 56,828.945 (see Note |).

Class C Stock Repurchase Plan: In accordance with AS
44.81.010(h). on or hefore July 20. 2000, CFAB is re-
quired to repurchase its Class C stock issued to the State
of Alaska. CFAB implemented a program requiring bor-
rowers originating loans after December 12 1933 to
make an additional purchase of Class B stock for the as-
sumed purpose of ultimately funding the repurchase of
Class Cstock. This plan was in effect until December 31
1985. Notes originated after December 31. 1985. are not
subject to this program but. are subject to new Class B
stock requirements.

Note H —Contingencies and Commitments:

Contingencies: CFAB is a defendant in several legal actions
arising from normal business activities including actions
related to delinquent loans and foreclosures. CFAB re-
serves for potential losses on delinquent loans as de-
scribed in Note A. As to litigation outside of delinquen-
cies and foreclosures, management believes that those

16

actions are without merit or that the ultimate liability, if
any. resulting from them will not materially affect CFAB's
financial position or its results of operations.

Commitments: CFAB has entered into certain noncancelable
long-term operating lease agreements for buildings.
Rental expense under these leases totaled S192,450 and
5231.549 for the years ended December 31. 1986 and
1985. respectively. Minimum annual lease payments are
as follows:

Year Ending December 31 Amount
1987 5201.000
1988 182.000
1989 : 174,000
1990 43.000

Note | - Subsequent Event:

On March 2. 1987. in accordance with Alaska Commer-
cial Fishing and Agriculture Bank bylaws, the Board of
Directors acted to reduce the unallocated undistributed
patronage loss by charging 5321.468 to 1986 unallocated
undistributed patronage eamings. The remaining unallo-
cated undistributed patronage loss is S6.507.477.

In addition, the Board of Directors approved an alloca-
tion of 1986 patronage eamings totaling S214.312 to
1986 patrons. This allocation is to be distributed in cash
on or before April I. 1987.



6.010

ions.
(date

e 30,

0)-

¢ 30,

e 30,
«June

1989;
(AS

shall
r the

10—
for a
1 101
igl
SLA
*h 64
320
1982;
SLA
1983
1ch
;am
985)

laska

sctive

for
aial
sgiive
bsec-

ft

§ 44.81.010 State Government § 44.81.010

tion (a) inserted "(AS 18.66.010)” and The sixth 1985 amendment, effective
substituted "1989" for *1985.” January 1. 1986, in paragraph *3) of

The fifth 1985 amendment, effective subsection la) deleted "State" preceding
May 30,1985, in paragraph (10) of subsec* "Board" and substituted "AS 33.16.020”
tion (a) substituted "1989" for "1985.” for "AS 33.15.010" and "1989" for "1985."

Chapter 67. General State Policy.
[Renumbered as AS 44.99.100.]

Part 8. Independent State Boards,
Associations, Commissions, and
Corporations.

Chapter

81. Commercial Fishing and Agriculture Bank ($8 44.81.010,
44.81.030,44.81.210)

83. Alaska Power Authority (88 44.83.162, 44.83.187, 44.83.224.
44.83.398,44.83.425)

85. Alaska Municipal Bond Bank Authority tij§ 44.85.270,44.85.410)

Chapter 81. Commercial Fishing and Agriculture

Bank.
Section Section
10. Alaska Commercial Fishing and Ag- 30. [Repealedl
riculture Bank 210. Powers of the bank

Sec. 44.81.010. Alaska Commercial Fishing and Agriculture
Bank, (a) There is established the Alaska Commercial Fishing and
Agriculture Bank. The exercise by the bank of the powers conferred
by this chapter is considered to be for a public purpose. Except as
otherwise provided in this chapter, and except that any Filing fees
shall be waived, the bank is subject to the provisions of AS 10.15
(Alaska Cooperative Corporation Act). The bank is exempt from the
provisions of AS 06.05 (Alaska Banking Code) in the exercise of
powers granted by this chapter.

(b) For the purpose of the funding of the bank’s operations, the
board of directors may issue nonvoting, preferred shares of stock in
the bank and determine the value ofeach share. The State of Alaska,
through appropriate agencies, may purchase the nonvoting, preferred
shares issued by the bank. Shares purchased by the state shall be
repurchased by the bank within 20 years alter their purchase. If the
bank fails to repurchase the shares within 20 years, the commissioner
ofcommerce and economic development may dissolve the bank.

205



§ 11.81.0:%) Aiaska Stati'its Sim'I'l.lkmhnt § <td.RI1.210

(c) After the hoard of directors has completed the necessary
organizational trailers described in Avs 41.81.030 — 4d.81.0d0, the
commissioner of revenue may purchase with funds from the general
fund up to $2,000,000 of preferred stock of the hank during fiscal year
1070 nl such time thud with terms agreed upon by the commissioner
and the hoard. (S Sleh 150 SI<A 1078;am § 1ch BSLA 1070;am § 12
ch 122 SLA 1980: am § 1ch 109 SLA 1981; am 8 65 ch 21 SLA 1985)

Effect of amendments. — The 1985) Editor's notes. — AS 44.81.031). re-
amendment, effective Mny 10. 1 in-  ferred to in subsection let. was repealed by
serted "and except that nny filing fees ¢ gji ¢It. 21. SLA 1985.
slinll be waived," preceding "the bank is ' '
subject" in the next-to-last sentence of
subsection tat.

Sec. 44.81.030. Articles of incorporation. [Repealed, § 66 ch 21
SLA 1985.] . mo.

Sec. 44.81.210. Powers ofthe bank-(a) The bank may

(1) make variable rate or fixed rate loans to individuals who are
residents and who are engaged in commercial agriculture or fishing,
including harvesters, processors, suppliers and marketers, or to
corporations, partnerships or joint ventures engaged in commercial
agriculture or fishing, the majority interest of which is beneficially
owned by residents of the state and a majority ofthe owners of which
are residents of the state, if the recipient of the loan is a member of
the bank; however, the bank may make a loan under this paragraph
to a corporation, partnership, orjoint venture for the purchase of a
new tor existing fishing vessel or for the repair or renovation of an
existing fishing vessel, the primary purpose of which is to commer-
cially harvest fishery resources, only if the corporation, partnership,
or joint venture io wholly owned and controlled by residents of the
state and ifthe recipientofthe loanisa memberofthe bank;

(2) make and alter bylaws necessary or desirable to carry out its
corporate functions;

(3) establish amortization plans for repayment of loans, which may
include extensions for poor fishing or farming seasons, or for adverse
market conditions for Alaskan products;

(4) enter into agreements with regional institutions of the federal
farm credit system, private lending institutions, and other state
agencies or agencies of the federal government, to carry out the
purposes of this chapter;

(5) adopt, alter, and use a corporate seal;

(6) sue and be sued in the name ofthe bank;

(7) issue bonds to carry out any of its corporate purposes and
powers;
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(fl) sell, lease ns lessor or lessee, exchange, donate, convey or
encumber in any manner by mortgngo or by creation <fany otlirr
security interest, real or personal property owned by il, or in which it
has an interest, when, in the judgment of the hoard of directors, the
action is in furtherance ofits corporate purposes;

(9) incur secondary liability by guaranty cr endorsement of the
obligations of another corporation or legal entity when, in the
judgment of the board ofdirectors, the action is in furtherance of il«
corporate purposes;

(10) make loans as provided in (1) ofthis subsection in participation
with financial institutions, and establish and regulate the terms ofthe
loans;

(11) make contracts and execute instruments necessary or conve-
nientin the exercise of its corporate powers;

(12) acquire by purchase, lease, bequest, devise, gift, the satisfac-
tion of debts, or the foreclosure of mortgages, and hold, maintain, use,
operate, and convey real or personal property;

(13) borrow money and issue secured and unsecured evidence of
indebtedness for a corporate purpose or to fund, refund, pay, or
discharge outstanding obligations, and enter agreements nnd con-
tracts concerning these obligations;

(14) secure the payment ofits obligations by pledge or mortgage or
other Her on its contracts, revenues, income, or property;

(15) appoint officers, employees, trustees for certificate holders, and
agents, and prescribe their powers and duties;

(16) provide technical services to members of the bank; for the
purpose of this paragraph, "technical services” includes services that
will enhance the ability of the member to obtain financial assistance
from the bank;

(17) make loans, as provided in (1) of this subsection, secured by
liens subordinate to valid first liens and security agreements granted
to a private lending institution;

(18) participate with state departments and agencies in formulat-
ing policy and in planning for the development of commercial fishing
and agriculture in the state;

(19) do what is necessary or desirable to carry out the corporate
purposes and powers expressed or implied in this chapter;

(20) make loans to individual commercial fishermen for limited
entry permits; a loan under this paragraph may be made only to an
individual commercial fisherman who has been a state resident for a
continuous period of two years immediately preceding the date of
application for the loan and who has had a crewmemher or commer-
cial fishing license under AS 16.05.480 ora permitunder AS 16.43 for
the year immediately preceding the date of application nnd any other
two of the past five years, and who has actively participated in the
fishery during that period; loans made under this paragraph are
Subjectto the provisions ofAS 44.81.230;
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(21) indemnify directors, officers or employees ofthe bank and their
heirs, executors and adm inistrators against all liabilities and related
expenses including, but not limited to, court costs and attorney fees,
judgments, and the cost of reasonable settlements, incurred by them
in connection with or arising out of an action or proceeding brought
against them because ofan act or omission in the performance oftheir
official duties as directors, officers oremployees ofthe bank regardless
of whether they were directors, officers or employees at the time the
expenses or liabilities are incurred;

(22) accept the pledge of a limited entry pennit as security for a
loan made under this chapter for the repair, restoration, or improve-
mentofa commercial fishing vessel or commercial fishing gear, or for
the construction or purchase ofa commercial fishing vessel, subject to
the conditions set out in AS 44.81.230 — 44.81.250 on pledges’of
limited entry permiits.

(b) The provisions of (a)(21) of this section do not authorize the
bank to indemnify a director, officer or employee of the bank who is
adjudged liable for negligence or misconduct in the performance of
official duties.

(23) make a loan to a person, regardless ofresidency, ifthe board of
directors ofthe bank determines that the loan is necessary to preserve
the value of property held by the bank as security for a loan that was
made under (1) of this subsection and that is in default. (§ 3 ch 159
SLA 1978; am § 4 ch 53 SLA 1979; am 8§ 7— 10 ch 51 SLA 1980; am
§ 6 ch 109 SLA 1981; am § 52 ch 113 SLA 1982; am § 17 ch 67 SLA
1983; am § 20 ch 79 SLA 1985)

Effect of amendments. — The 1985
amendment, effective July 1,1985, added
paragraph (23).

Chapter 83. Alaska Power Authority.

Article

4. Power Cost Equalization Program (8 44.83.162)

6. General Provisions (88 44.83.187,44.83.224)

9. Energy Program for Alaska (85 44,83.398,44.83.425)
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or vehicular way or area, ns defined under AS 28.40.100 to be used Tor
a special purpose, the stale is nut subject lu legal ad ion or recovery of
damages fur injury arising out of, nr in nnv manner connected with the
special purpose use. (5 1ch 65 SLA 1965; am § 19 ch 211 SLA 1076;
am § 2d ch H | SLA 1977)

Part 8. Independent State Boards,
Associations, Commissions, and

Corporations.
Chapter
81. Commercial Fishing and Agriculture Hank (85 14.81.010 —
44.81.350)
82. Alaska Gas Pipeline Financing Authority (45 44 82010 —
44.82.200)

83. Alaska Power Authority (55 44.83.010 — 44,83.425)
85. Alaska Municipal Bond Bank Authority (55 4-1.85.005 —
44.85.420)

88. Alaska Industrial Development Authority (55 44 88010 —
44.88 220)

Chapter 81. Commercial Fishing and Agriculture

Bank.

Section| ) e Section A
10 Alaska Commercjal Fishing ant] 200 ltcporla nnd publications

i n?Hﬁuren]BGan‘( g a 210 Powpers ofthe Ff)ank
20. Boarq of directors 220, Tronsllion
00 A{/fhcwess of incorporation 230. Loons for urchase of Alaska limited
50 Membership meetings 240 Defaultyand foreclosure of loans for
60. Membership stock imited entry pe rm|t?
70 PrESIdEP fficers and employees 250. Deficiencies snd ! transfer of entry
]% %eurornu?n office fedrmnts ?fterfforec %sure i
3&9 P ensﬁon of board mermbers %98 XorjJ | eP 1 \(yo | ecords; exceptions

3% ?hlbltlon on disclosure

190 Con cts of mterest Initions

ditors ngtes. — AS]£ Ie |s|@ respectively, in the Temporary and
ggt%lrgg ffdlteﬁ (Ptgpo%es Ihg Special Acts and Res](ﬂqv7e85

Sec. 44.81.010. Alaska Commercial Fishing and Adgriculture
Bank, (a) There is established the Alaska Commercial Fishing and
Agriculture Bonk. The exercise by the bank of the powers ronferrrd hy

5 44.81.02(1 SI'A'I K (InVKIINMI NI 5 11 HI n:*i

this chapter is considered to lie far n public purpose. Kxcept as
otherwise provided in this chapter, the bank issubject lolhe provisions
of AS 10.15 (Alaska Cooperative Corporation Acti. The hank is exempt
from the provisions of AS 06.05 (Alaska Banking (,'ndcl in the exorcise
of powers granted hy this chapter.

(b) Forthe purpose ofthe funding ofthe bank's operations. Ihe hoard
ofdirectors may issue aonvoting, preferred shares ofslock in (lie hank
and determine the value of each share. The Stale of Alaska, through
appropriate agencies, may purchase the nonvoling, preferred shares
issued by the bank. Shares purchased by the state shall be repurchased
by the bank within 20 years after their purchase. If the bank fails to
repurchase the shares within 20 years, the commissioner of commerce
and economic development may dissolve the bank.

(c) After the board of directors has completed the necessary orga-
nizational matters described in AS 44.81.030 —41.81.040, the commis-
sioner of revenue may purchase with funds from the general ftintl up
to $2,000,000 of preferred stock of the bank during fiscal year 1979 al
such time nnd with terms agreed upon by the commissioner nnd IIn-
board. (§ 3 ch 159 SLA 1978;am 5 1ch 53 SLA 1979; tint 5 12 clt 122
SLA 1980; am § 1ch 109 SLA 1981)

Revisor'i notes.' — Formerly AS the mlddle of the second M-yli-iin- of sub-
4454010, Renumbered in se%o

Cross references. —As eg|slat|ve nmvndmenl detcteil Iheforoij-r
f|nd|n s for amendments in 1981;see 49, second sentence of subsection mKwhich

) SLA rend “The hank isn ubhcc? rporation aHd
ect of adrr\en%me — The overnment  nstrumenta |tﬂe m  the
amendment gted "initial"". precedi epartment of Commerce and Economic

“funding" nearthe be%nmng?fsubse%n? Deeelo ment but hs n Ieg al Fxntence

b), subs fitute mdepg dent of FeParI rom fin-
ceding " ue near ebeg,mmngl of stele.” The amen mentaso In snhseclion
ubse t|o% % and &r%cedm rchase fat substituted "'to be for n publi ?Rurnose

near the beginning of the sec n sentence or "an essential governmental function of

ofsubsectiop (b), deleted ' ceding  the slate” In the present second sentence
"determine” ne) \we il goP ﬁe first  and ag(tied {ne present fourth vnlenri- of
sentence ofsubsecnon §b| and deleted "ini-  the subsection.

tially" tollowing “preferred chares™ near

Sec. 44.81.020. Board ofdirectors. (a) The bank shall be managed
by a board ofdirectors consisting ofseven members. At least one mem-
ber of the board shall be an Alaska farmer with nt least 10 years of
Alaskan farm experience. Initial appointment? to the board shall he
made by the governor. Two of the initial appointments shall he made
at the time of the first annual membership meeting of the hank.
Thereafter, five board members shall be electedlby the members of the
bank, with at least one of the elected board members being nn Alaska
farmer with at least 10 years of Alaskan farm experience, nnd two
board members shall be appointed by the governor until the repurchase
of all the nonvoting, preferred shares initially issued by the bank nnd
purchased by agencies of the stnte. After repurchase is completed, nil
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nienihers shall annually elert a chairman from among themselves. The
purpose of Ihr hoard is to manage lhe assets of the hank.

*h) The governor shall designate the two members whose positions
on the hoard will remain nppointivc for the period set out in (n) orthis
section. t« ’Ich 159 SLA 1973; am S 2 ch 53 SLA 1979; urn 5 3 ch 51
SLA 19811)

Devisor'll notes. — Kumii'ilv AS |D71). provides: “For Die purposes nf AS
+1.M 1211 Kenunilicrvd in 1980. 41 Bl 020 and 44.81.030. the five members
Effect of nmemlinenls. — The )80  ofthe board ofdirectors ofthe Commercial
nmi‘iiHincnl iltilerl "menilw-rs nfihe  Fishing and Agriculture llank who were

I'ink" for “"sh tri-lioldi-rs" near Hu- appointed before Allgu-I I, 1979 shall cnil-

Il ginning and al llie end of Ihe fiflli m i-
leme ia suli-i-rtiim ml.
talilnr’s nnles. —Section 6. ch. 53. SI.A

linue lo serve on the lwnrd of directors
until their lenns expire ns provided in AS
44.81.1)90."

See. -14.81.030. Articles of incorporation. Not later than
November 1. 1978, the board or directors shall Tile with the commis-
sioner of commerce and economic development articles of incorporation
ns provided in AS 10.15.3-10 — 10.15.355 except that any filing fees
shall he waived. (5 3 ch 159 SLA 1978)

Devisor's nnles. — Formerly AS
11 51 IL1). Denuinhercd in 1980.

Sec. -1-1.81.0-10. DyIlnws. The board of directors shall adopt the ini-
tial bylaws of the bank. The power to aiter, amend or repeal the bylaws
is vested in the board nfdirectors. The bylaws may contain provisions
for the regulation and management of the affairs of the bank not
sinconsistent with this chapter or other provisions of law. (§ 3 ch 159
SLA 1978)

ncvlsor's noles. — Formerly AS

44 54.040. Denumhercd in 1980.
am

Sec. 44.81.050. Membership meetings. Upon filing the articles of
incorporation, the hoard ofdirectors, with the assistance ofthe commis-
sioner of commerce and economic development or the commissioner's
designee, may hold public meetings throughout the state for the
purpose of explaining to memhers of the commercial fishing and
farming industries the functions of the bank and to encourage mem-
bership in the bank. ($ 3 ch 159 SLA 1978)

Devisor's nolcs. — Formerly AS
41.54 050. Denuinhercd in 1980

§ 44.RI.OfiO ST ATK FillVKIINSIK.M 1 -ILHI IMU

See. 44.81.00. Membership slock, (a) The hoard afdirectors shall
issue shares of membership stock in the bank in ihe amounts and with
U ¢ .lue determined by the board nnd stated in Ihe nrlitles of
incorporation.

(b) Loans made to members of the bank under the provisions of this
chapter shall be in accordance with a schedule of maximum amounts
adopted by the board of directors based upon proportional ownership of
shares of capital stock. (8 3ch 159 SLA 1978; am 5 4ch51 SLA IfWlti

Devisor's notes. — Formerly AS "shareholders" near the tu-ginning id mi K
44.54.060. Renumbered in 1980. section "hi. and sided "nfc.ifiit.il -i-hd. i
Effect of amendments. — The 1980 the end of subsection lie
amendment substitulcd "members" for

Sec. 44.81.070. President; officers and employees, (nt The Imaid
of directors shall employ a president. The president may not lu- a
member of the board of directors. The president serves at the pleasure
of the board of directors. The president is the chief executive uiTirt-r of
the bank.

(b) The board ofdirectors shall appoint one or more vice-presidents,
as prescribed in the bylaws nf the bank, a secretary, a treasurer ami
other officers as the board of directors considers necessary. The board
of directors may appoint one person to more than one of lhe positions
described in this subsection. The officers described in this subsection
ore not required to be members of the hoard of directors.

(c) The president may hire employees of the bank reasonably neces-
sary for the efficient performance of the functions of tlu; hank. Subject
to the approval of the board of directors, the president may also
contract for and engage the services of professional and technical
advisors. The board of directors shall prescribe the duties and com-
pensation of employees of the bank. Emplqgyees of the bank are not
employees of the state and arc not considered to be employees of a
public organization for the purposes of AS 39.30.150 — 39.30.180 or AS
39.35.010 — 39.35.690. (§ 3ch 159 SLA 1978; nm § 5ch 51 SLA 1980;
am § 2 ch 109 SLA 1981)

Devisor’s notes. — Formerly AS The 1981'oniendnu’nt ndtli-d llu- pre-i‘iil
44.54.070. Renumbered in 1980. third sentence nf subsection tel.

Effect of amendments. — The 1980 '
amendment rewrote the section. 7

See. 44.81.080. Exempt status. (Repealed, f 10 ch 109 SLA 1991.
For current law sec AS 44.81.070(c).]

Sec. 44.81.090. Term of office. The members of the hoard shall
.erve for terms of three years, and they may serve successive terms.
Term3 shall be staggered. Initial terms of the first five members
appointed to the honrd shall he two members serving until the fi»«t
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annual membership meeting of the bank, two members serving until
the second annual membership meeting of the bank, and one member
serving until the third nnnunl membership meeting of the bank. Initial
terms nf the two members appointed nt the time of the first annual
membership meeting oftlie hank shall he one member serving until the
second nnnunl membership meeting of the bank nnd one member
serving until the third annual membership meeting of the hank. (8 3
rh If»n SI.LA 1078; am S 3 ch 53 SLA 1070)

devisor's nnles. — Formorlv AS
Il r1linn Keiimnliercd in 1USD.

Sec. -11.81.100. Quorum. A majority of the memhers of the board
constitutes a quorum for the transaction of business nnd the exercise
of the powers and duties of the board. 1§ 3 ch 159 SLA 1978)

devisor's nolcs. — Formerly AS
tl".1.IOO llrmuntiercd in 11180.

5 44.81.170 Static (liivijinmkni -l Lelit (I

credit system, in a contract with a federal agency ar regional institu-
tion of the federal farm credit svstem. (!) 3 ch 15! SI.LA 1978; am e |

ch 109 SLA 1981)

ttevlsor'a notes. — Formerly AS
d-Lfi-LIfiO. Renumbered in 1980.

Effect of amendments. — The 1981
amendment substituted "nny lender to the
bank" for "the holders nf the bonds Issued
under this chapter" preceding "and willi
Ihe fedcrol agency," substituted "lender lo
the hank” for "holders" preceding "nr
federal ogcncj or regional institution."
nnd substituted "lender tn the hank or
federal ngcncy or regional institution of
lhe federal form credit system" for
"holders until the bonds, together with

interest nn them, willi iuti-rist nn imiunl
insInllim-nU nfinterest, anil nil in-I- ami
cx|ienses in niinirrlioil will) -inv ;n W>nni
pnirccding by nr nn In-li.ill nl lim linld-1.
nn- fully nn-l und di-ih.rrc'i-d  fill- 'no-
"rights und remedies nl [lu" in tin lii |
sentence. In lho «eeimil srnleurr tl--
nmcndmenl substituted "a lender In Ib.
hank" fur' holders of Isolds »f llu-h ml.
preceding "in n rnnlrm!|" mul suh-lilui.-1
"llie maker nf n limn" p-r tin- |i ket
preceding "and insifir a- "

Sees. 44.81.170 — 44.81.180. Exemption from taxation; howls
investments for fiduciaries, tRepealed. § Well 109 SI.A 1981.1

Sec. 44.81.190. Conflicts of interest. A member of the Imaiil nl

Sec. 4-1.81.110. Compensation of board members. Members of
the board receive compensation not to exceed $250 as determined by
lla* hoard for each day the board meets if they attend the meeting. (S 3
ch 159 SLA 1978;am 5 3 ch 109 SLA 1981)

devisor's nolcs. — Formerly AS
1'iLMO. dt-numlirred in 1D80.

Effect of amendments. — The 1981
niiundnmnt midcd "of the board" following
‘WnilH-M," sul-stiluled "not to exceed

mined" and deleted "nnd are entitled lo per
diem and trnvcl allowances as provided hy
low for memhers nf slate boards and
commissions” following "if they ottenrt the
meeting."

SJ-1I ns" fur “at a rale" preceding "deter-

Seen. '14,81.120 — 44.81.150. Bonds or (he bank; trust indentures
and trust agreements; validity of pledges; nonliability on bonds.
IRepealed, S 10 ch 109 SLA 1981

»—

Sec. 44.81.160. Pledge of the state. The state pledges to and
agrees with any lender to the bank nnd with the federal agency or
rogionul institution of the federal farm credit system that loans or
contributes funds in respect of a project, that the state will not limit or
niter the rights nnd powers vested in the bank by AS 44.81.010 —
4-1.81.350 to fulfill the terms ofany contract made by the bank with the
lender to the bank or federal agency or regional institution of the
federal farm credit system, or in any way impair the rights and
remedies ofthe lender to the bank or federal agency or regional institu-
tion of the federal farm creditsystem.The bank is authorized to include
this pledge and agreement of the state, insofar as it refers to a lender
to the hank in a contract with the maker nf n loan, nnd insofar ns it
relates tn a federal agency nr regional institution nf llie federal farm

directors may not vote on a transaction of the bank under this cli.-tpler
if the member is a party to the transaction, iff 3 ell 159 SLA 197.M

Rovlsnr’s nates. — Formerly AS
44.54.190. Renumbered in 1CKU

Sec. 44.81.200. Reports nnd publications. The hoard nfdirectors
shall publish an annual report to the bank’s members. The report shall
be made available to the public and shall include financial statements
audited by independent, outside auditors, u statement nf the hank's
investments, a description of the bank’s loan activity during the peiiml
covered by the report, an analysis of economic and olher effects of lean
decisions on the state’s commercial fishing rind agriculture industries,
and any other information that the board believes would be of inletesl
to the governor, the legislature, and the public, or that the legislature
requests the board to include. The board may also publish other reports
it considers desirable to carry out its purposes. (S 3 ch 159 SLA 1978;

am § 5 ch 109 SLA 1981)

Rcvlaor'a notes. — Formerly AS
44.54.200. Renumbered in 1980.

Effect of amendments. — The 1981
amendment substituted "members" for
"shareholders" at the end of the first sen-
tcnco and deleted "a statoment of the
amount of monoy received by the honk
from rnch source during the period

>
«
»
‘covered" following "indeprndcnl nuMd**
auditors," substituted "loan" fur ~iim*I-
mem" tuice, ndded "that" preceding "the
board bclievtb»"niul mhird “nr tliiit tlu* leg-
isinlurc rcqUest* the board lo iiuludt”

following "and the public" in the icnmd
sentence,



§ 1|.H|..Ni| Ai.aska Si atmtkm 5 <1-1.HI.210

Sec. 4-1.81.210. Powers of the bnnk. (n) The bunk mny

(1) make variable rale nr fixed rale loans In individuals who are
residents nnd who are engaged in commercial agriculture or fishing,
including harvesters, processors, suppliers nnd marketers, or to corpo-
rations, partnerships orjoint ventures engaged in commercial agricul-
ture or fishing, the majority interest, of which is beneficially owned by
residents of the state and a majority of the owners of which arc resi-
dents of the state, if the recipient of the loan is a member of the bank;
however, the bank may make a loan under this paragraph to a corpora-
tion, partnership, orjoint venture for the purchase of n new or existing
fishing vessel or for the repair or renovation of nn existing fishing
vessel, the primary purpose of which is th commercially harvest fishery
resources, only if the corporation, partnership, or joint venture is
wholly owned and controlled by residents of the state and if the recip-
ient of the loan is a member of the bank;

(21 make and alter bylaws necessary or dcsirnble to carry out its
corporate functions;

(31 establish amortization plans for repayment nf loans, which may
include extensions for poor fishing or farming seasons, or for adverse
market conditions for Alaskan products;

(41enter into agreements with regional institutions of the federal
farm credit system, private lending institutions, nnd other state
agencies or agencies of the federal government, to carry out the
purposes of AS 44.81.010 — 44.81.350;

(51 adopt, alter, and use a corporate seal;

(6) sue and be sued in the name of the bank;

(7) issue bonds to carry out any of its corporate purposes and powers;

(8) sell, lease ns lessor or lessee, exchange, donate, convey or encum-
ber in any manner by mortgage or by creation of any other security
interest, real or personal property owned by it, or in which it has an
interest, when, in the judgment of the board of directors, the action is
in furtherance of its corporate purposes;

(9) incur secondary liability by guaranty or grtdorsement of the obli-
gations of another corporation or legal entity when, in the judgment of
the board of directors, the action is in furtherance of its corporate
purposes;

(10) make loans as provided in (1) of this section in participation
with financial institutions, and establish and regulate the terms of the
loans;

(I1) make contracts and execute instruments necessary or
convenient in the exercise of its corporate powers;

(12) acquire by purchase, lease, bequest, devise, gift, the satisfaction
of debts, or the foreclosure of mortgages, and hold, maintain, use,
operate, and convey real or personal property;

(131 borrow money and issue secured and unsecured evidence of
indebtedness for a corporate purpose or to fund, refund, pay, or dis-

it -11.81.210 SIATi: CHIVI.IINMI.NI ? U Hiyin

charge outstanding obligations, and enter amis and rontiarls
concerning liaise obligations;

1141 secure the payment of its obligations by pledge or mortgage or
other lien on its contracts, revenues, income, or properly;

(15) appoint officers, employees, trustees for certificate holders, and
agents, and prescribe their powers nnd duties;

(Kit provide technical services to members of the bank: for the
purpose of this paragraph, "technical services" includes services that
will enhance the ability of the member lo obtain financial assistance
from the bank;

(17) mnke loans, ns provided in (Il of this section, secured by liens
subordinate to valid first liens nnd security agreements granted lo a
private lending institution;

(18) participate with state departments nnd agencies in formulating
policy and in planning for the development of commercial fishing and
agriculture in the stale;

(19) do what is necessary or desirable to carry out the corporate
purposes nnd powers expressed or implied in AS -1181.010 =
44.81.350;

(20) make loans to individual commercial fishermen for limited
entry permits; a loan under this paragraph may be made only to an
individual commercial fisherman who has been a state resident for a
continuous period of two years immediately preceding the date ofappli-
cation for the loan.and who has bad n crewmember or commercial
fishing license under AS 16.05.480 or u permit under AS 16.43 for the
year immediately preceding the date of application and any oilier two
of the past five years, and who has actively participated in the fishery
during that period; loans made under this paragraph are subject lo the
provisions of AS 44.81.230; ,

(21) indemnify directors, officers or employees of the bank and their
heirs, executors and administrators agninst all liabilities nnd related
expenses including, but not limited to, cot-r;t costs and nltorncy fees,
judgments, and the cost of reasonable settlements, incurred by them in
connection with or arising out of nn action or proceeding brought
against them because of on net or omission in the performance of their
official duties as directors, officers or employees; of the hank regardless
of whether they were directors, officers or empjoyees nt the time the
expenses or liabilities are incurred; -

(22) accept the pledge ofa limited entry permit ns security for a loan
made under AS 44.81.010 — 44.81.350 for the yepair, restoration, or
improvement of a commercial fishing vessel dr commercial fishing
gear, or for the construction or purchase ofa commercial fishing vessel,
subject to the conditions set outin AS 44.81.230—44.81.250 on pledges
or limited entry permits.

(b)  The provisions of (a)(21) of this section do not authorize the bnnk

to indemnify a director, officer or employee of the bnnk who is adjudged
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liable Ibr negligence nr misconduct in the performance <rnllicinl duties.
(S .1ill 159SI,A 1978;am § 4 eh 53 SLA 197!);muSS 7-1(1eh51 RLA
1980: am 8 (iell Id!) SI,A 1981; am 8 52 th 11.") SI.A 1082; am 8 17 th
87 SI-A 108(1)

Itevinir'ft notes. e I'linnnlv  AS llie 1981 oim'iidniciil itilib-il [uirngniliti

1A 200, i iiviniH'ifii in toan. 92> Uf mitik L-ctiim (Ul

Kffccl of nniondmenlit. — Tlic 198(1

Amendmentj In pnrngr.ipli IH nf subsec-

tion tat, inserted "suppliers" following

"liitrvesters. professors” null deleted "pri-

marily" following "orjnint vciihuvx" near
the beginning and substituted "member"
fur"shbarcbolder" nenr the middle and near
the end. The amendment nlso sulc-tituled
"members of the bank" for "sbarelmlders"
and "member" for "shareholder" in para-

Tlu-1082 nineiulnienl, in subsection In),
milled "or for ndvorso nmtket condition*
for Al.lskon prmbllis" lo llu- end of porn-
graph CH.
of subsection (ul substituted "two yeuis"
for "five year*" nnd substituted "the year
iinnieiliutcly preceding the date ofapplica-
tion mul any oilier two" Tor "nn.v one"
preceding "of the past five yenr.*."
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(5) co-signers or other sureties for pci‘formaiit'c under the note me
not vested with any rights in the pledged permit mid their tihlignlion
is limited lo .satisfaction ol the note mid paymenl of eosts direellv
incurred hy the bnnk in administering the loan

le) Upon satisfaction of the note hy the debtor, Ihe h;llik shall ret lift
to the commission llial the note has boon satisfied.

(d) Upon certification ns provided in lei of this section. lhe commis —

sion shall amend the permit certificate to list the debtor as the legal

owner. (5 5 ch 53 SLA 1979; am 85 11-13 ch 51 SLA I9HIH

Revivor's notes. — Fornu'ily AS
41.fi4.230. Ruminibcreil in 1880.

[Effect of amendments. — The 1080
amendment substituted "commission" for
"Alaska r~imercinl Kisheries Enlry

Comniisxjun «AS IM 'l in milim'l'liiiii
(nl. deleted the* extentivi* ditvitnr t»f
following ‘permit liMs" in paragraph«»ml
subsection flu, anti sulistiluled "kink" for
"em ‘titivi* ilir»'»i«r" in suh-iTfinn

graph H6i of subsection tot. added para-
graph 1211 of subsection Ini, and nddeil
sulncclinn *h=

Sec. 44.81.220. Transition. Notwithstanding the provisions of AS
10.15.005, upon the repurchase of all the nonvoting, preferred shares
initially issued by the hank and purchased by agencies of the state, the
provisions or AS 4-1.81.010 — 44.81.350 lapse nnd the bank may pro-
ceed to operate solely as a private cooperative corporation under the
terms of its bylaws and the provisions of AS 10.15.010 — 10.15.000.
<8 3 ch 159 SLA 1978; am § 7 ch 109 SLA 1981)

devisors nolcs. — It-nterly AS added "solely" preceding "us u private
W1.54.220. Renumbered in 198(1. cooperative cerpuratiun,” deleted "subject

hffcct of amendments, — The 1981 lo" preceding "llu- provisions" nnd sulisli-
nnii ndinenl substituted "Nnlwithstanding tutcd'AS 10.15.010— 10.15.600" fur "AS
(lie provisions of AS 10.15.005. upon" for 10.15.005 — 10.15.600" nl (lie end of the
“I'non" nenr the beginning of the section, section.

Sec. 44.81.230. Loans for purchase of Alaska limited entry
permits, (a) A loan under AS 44.81.2101a)(20) for the purchase era
limited entry permit may he made only upon certification by the com-
mission that the fisherman is n person who qualifies ns u transferee for
the permit under AS 16.43 and the regulations adopted by the commis-
sion.

(h) Upon approval by the bank, the permit to be purchased may be
pledged as security for a loan under (a) of this section, if

(1) the certificate for the pledged permit lists the bnnk as the legal
owner of the permit;

(2) the certificate for the pledged permit lists the debtor as the equi-
table owner of the permit;

<31 all annual permit cards issued under the pledged permit list the
name of the debtor;

<1 all obligations and responsibilities of a permit nv/nur are
assumed hy the debtor;

S”™o. 44.81.240. Default and foreclosure of loans for limited
enlry permits, (n) If lhe debinr defaults upon a note for which a
limited entry permit lias been pledged as security under AS -M.81.23H.
the bank shall provide the debtor, by registered or certified mail sent
to the debtor’s Inst known address on file with the bnnk. with a notice
of default which includes

(1) a description of.the security given for the note including the
number assigned to the pledged permit hy the commission;

(2) the dale upon which the default occurred;

(31 the amount of arrearages ns of the date of the notice, the total
amount remaining on the note less unearned interest, and the amount
of daily interest;

(4) astatement that the debtor may, within 15 days of the postmark
dute of the notice, request a heaping at which the debtor may submit
evidence showing the debtor has not defaulted;

(5) a statement that the note may be reinstated if brought current
within 60 days from the postmark date of the notice;

(6) a statement that the note may be paid in full less unearned
interest within 90 days from the postmark date of the notice;

(7) the place where reinstatement or payment in full nitty he made;
and ‘

(8) n notice in at least 10-point bold tvpe slating; "IMPORTANT:
YOUR FAILURE TO REINSTATE OR PAYTIJISNOTE IN FULLBY
THE DATE SPECIFIED WILL RESULT IN A FORFEITURE OF ALL
RIGHTS TO THE PERMIT AND THE POSSIBILITY OF LEGAL
ACTION BEING INSTITUTED AGAINST YOU."

<b) Upon the debtor’s failure to reinstate nr satisfy the note within
the time specified in In) of this section, the debtor's equitable interest
is terminated by operation of law without further notice. Any enlry
permit cards issued to the debtor under the permit ahnll he canceled
immediately upon receipt hy the commission nfa certificate ofterminn-
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transactions. iiihl t'ditcliliiins, und may require and coinpul Ihe prodtic-
linn or records, hooks, papers, contracts, or oilier documents hy court
order if not voluntarily produced. (5 ft ch 10!) SLA 1081)

Sec. 44.81.280. Prohibition on disclosure. The legislative audi-
tor and the auditor's employees may not disclose information acquired
hy them in the course ofnn audit or Hie hank concerning the particulars
of the business or affairs of a borrower of the hank nr another person,
unless the information is required to be disclosed by law or under a
rourt order. (8 8 ch 10!) SI.A 1081)

Sec. 41.81.350. Definitions. In this chapter

ID "bank' menns the Alaska Commercial Fishing nnd Agriculture
Bank;

12) "commission” means the Alaska Commercial Fisheries Entry
Commission (AS 16.43.020);

*31"member ofthe hank™ includes a holder ofa share of membership
stock of the bank or a patron of the hank with retained patronage
earnings of $2,500 or more to the patron's credit;

14) “supplier' means a person whose mnin source of income is from
providing goods or services that are directly related lo commercial
fishing or agriculture to individuals, corporations, partnershipsorjoint
ventures engaged in commercial fishing or agriculture. (8 18 ch 51
SLA 1980)

Revisor’s notes. — Formerly AS
1151 2W). Krminihrrrd in 1980.

Chapter 82. Alaska Gas Pipeline Financing

, Authority.
Section Section
10. Crcolton of authority Hfi. Nomination ofa memlwrofthe board
nn . 120. Trust indentures  nnd trust
30. Officers nnd quorum agreements
411. Compensation | 30. Nonliability on bonds
59 , , 140. Pledge-of the slute
el 1°  wunsel . . 150. Exemption from taxation
70. Purpose of oull.nr.ly |6(). Uonjs ,c('a, Invcstmvnta for
RO General putvers fiduciaries
SO. Ronds of Ihe authority 170. Regulations
101). Submission of financial and Alaska  180. Annual audit
... <mP“cl Plan 190. Annual report
119. Legislative approval 200. Definitions
Cross references. — As to exemption Editor's notes. — As to legislative

of employees of the Alaska Gas Pipeline findings relating to the passage nnd
Financing Authority from the provisions amendment of AS 44 82, see S I, ch. 90,
of lhe Stale Personnel Act. sco AS SLA 1978, in the 1978 Tempornry ond Spc-
39.25 1HI'LL AL cinl Acts nnd Resolutions nnd 4 4 ,ch .31,

urn

44

8 44.M2.tIMI SIATF. (illTUtINM .M | TO1IW N

SILA 1971), in the 1117)) Teuiliriirv Aclh
mul Ib sulvea.

Sec. 44.82.010. Creation ofauthority. There isrrealetl llie Alaska
(las Pipeline Financing Authority. The authority is a public corpora
tion of the state. Itis an instrumentality of the state williin Ilie Depart
meat ofRevenue, but has a legal existence independent of and separate
from the state. Exercise by the authority of the powers conferred I»y Ihi;
chapter is an essential governmental function of ihe str.tr. 15 2 ch k)"
SLA 1978)

Revisor'a notes. — Formerly AS
*155.010. Renumbered in 1980.

Sec. 44.82.020. Membership. 'llie membership of the autlmrilt
consists ofthe commissioner of revenue, the commissioner ofmmim-nr
and economic development, and the commissioner of natiu al resource*.
The commissioner of revenue is chairman of the authority. Ifa member
is unable for Bny reason to attend a meeting of the authority. llie
member may, by a written instrument filed with the authority, desig-
nate u person within the member’ department In net in the member's
place nt the meeting. For all purposes of this chapter, the designee is
a member of the authority nt the meeting. (8 2 ch 90 SI.A 1978>

Revlsor'a notes. — Formerly AS
44.55.020. Renumbered in 1980.

Sec. 44.82.030. Officers and quorum. The memhers ufthe nullmr-
ity may elect other officers. Two-members constitute a quorum. Action
may be taken nnd motions and resolutions adopted by tire authority at
a meeting by the affirmative vote of nt lenst” two menlbers. t§ 2 ch 90
SLA 1978)

Reviser's notes. — Formerly AS
44.55.030. Renumbered in 1930.

Sec. 44.82.040. Compensation. The menlﬁbers of the authority
serve without compensation but nre entitled to thesnmc travel pay and
per diem as provided by law for board members who nre state
employees. (8 2 ch 90 SLA 1978)

Revisor'a notes. — Formerly AS
44.55.040. Renumbered in 1980.

Sec. 44.82.050. Staff. The authority muy employ an executive
director who may, with the approval of the authority, select and employ
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Offered: 4/29/87 5-0051L
Referred: Rules

Original sponsors: Zharoff and Eliason

IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 8 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the Commercial Fishing and Agri-
culture Bank; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.81.010(a) 1is amended to read:

(a) There is established the Alaska Commercial Fishing and
Agriculture Bank. The exercise by the bank of the powers conferred by
this chapter is considered to be for a public purpose. [EXCEPT AS
OTHERWISE PROVIDED IN THIS CHAPTER, AND EXCEPT THAT ANY FILING FEES
SHALL BE WAIVED, THE BANK IS SUBJECT TO THE PROVISIONS OF AS 10.15
(ALASKA COOPERATIVE CORPORATION ACT).] The bank is exempt from the
provisions of AS 06.05 (Alaska Banking Code) and AS 10.15 (Alaska
Cooperative Corporation Act) in the exercise of powers granted by this
chapter.

* Sec. 2. AS 44.81.020(a) is amended to read:

(a) The bank shall be managed by a board of directors consisting
of seven members. Five [AT LEAST ONE MEMBER OF THE BOARD SHALL BE AN
ALASKA FARMER WITH AT LEAST 10 YEARS OF ALASKAN FARM EXPERIENCE.
INITIAL APPOINTMENTS TO THE BOARD SHALL BE MADE BY THE GOVERNOR. TWO
OF THE INITIAL APPOINTMENTS SHALL BE MADE AT THE TIME OF THE FIRST
ANNUAL MEMBERSHIP MEETING OF THE BANK. THEREAFTER, FIVE] board mem-
bers shall be elected by the members of the bank, with at least one of
the elected board members being an Alaska farmer [WITH AT LEAST 10
YEARS OF ALASKAN FARM EXPERIENCE], and two board members shall be

appointed by the governor until the repurchase c.f all the nonvoting,

SB0008C -1- CSSB 8(Fin)



preferred shares initially issued by the bank and purchased by agen-—

cies of the state. After repurchase is completed, all board members
shall be elected by the members of the bank. The board members shall
annually elect a chairman from among themselves. The purpose of the

board is to manage the assets of the bank.
Sec. 3. AS 44.81.090 is amended to read:

Sec. 44.81.090. TERM OF OFFICE AND REMOVAL. The members of the
board shall serve for terms of three years, and they may serve succes—
sive terms. Terms shall be staggered. An elected member of the board
who releases confidential information in violation of AS 44.81.260,
commits serious ethical misconduct that relates to the member®s fit-
ness to serve as a member of the board, or maintains a chronically and
irredeemably substandard borrowing relationship with the bank may be
removed from the board by affirmative vote of a majority of the mem-—
bers of the board [INITIAL TERMS OF THE FIRST FIVE MEMBERS APPOINTED
TO THE BOARD SHALL BE TWO MEMBERS SERVING UNTIL THE FIRST ANNUAL
MEMBERSHIP MEETING OF THE BANK, TWO MEMBERSSERVING UNTILTHESECOND
ANNUAL MEMBERSHIP MEETING OF THE BANK, AND ONE MEMBER SERVING UNTIL
THE THIRD ANNUAL MEMBERSHIP MEETING OF THE BANK. INITIAL TERMS OF THE
TWO MEMBERS APPOINTED AT THE TIME OF THE FIRST ANNUALMEMBERSHIP
MEETING OF THE BANK SHALL BE ONEMEMBER SERVING UNTIL THE SECOND
ANNUAL MEMBERSHIP MEETING OF THE BANK AND ONE MEMBER SERVING UNTIL THE
THIRD ANNUAL MEMBERSHIP MEETING OF THE BANK].

Sec. 4. AS 44.81.210(a)(20) is amended to read:

(20) make loans to individual commercial fishermen for
limited entry permits; a loan under this paragraph may be made only to
an individual commercial fisherman who has been a state resident for a
continuous period of two vyears immediately preceding the date of

application for the loan [AND WHO HAS HAD A CREWMEMBER OR COMMERCIAL

CSSB 8 (Fin) -2- SB0008C



FISHING LICENSE UNDER AS 16.05.480 OR A PERMIT UNDER AS 16.43 FOR THE
YEAR IMMEDIATELY PRECEDING THE DATE OF APPLICATION AND ANY OTHER TWO
OF THE PAST FIVE YEARS, AND WHO HAS ACTIVELY PARTICIPATED IN THE
FISHERY DURING THAT PERIOD]; loans made under this paragraph are
subject to [THE PROVISIONS OF] AS 44.81.230;

* Sec. 5. AS 44.81.210(a)(22) is amended to read:

(22) accept the pledge of a limited entry permit as security
for a loan made under this chapter [FOR THE REPAIR, RESTORATION, OR
IMPROVEMENT OF A COMMERCIAL FISHING VESSEL OR COMMERCIAL FISHING GEAR,
OR FOR THE CONSTRUCTION OR PURCHASE OF A COMMERCIAL FISHING VESSEL,]
subject to the conditions set out in AS 44.81.230 - 44.81.250 on
pledges of limited entry permits;

* Sec. 6. AS 44.81 is amended by adding a new section to read:
Sec. 44.81.235. LItATAIIoNS ON PLEDGE OF PERMITS. (a) The bank
may issue a loan secured by a limited entry permit for
(1) purchase, repair, restoration, or improvement of a
commercial fishing vessel or commercial fishing gear;
(2) construction of a commercial fishing vessel;
(3) working capital, including 1insurance premiums, fuel,
bait, and boat storage and launching expenses; or
(4) purchase and improvement of set net sites and associ—
ated equipment.
(b) Alimited entry permit may be used as security for more than
one loan ifeach loan meets the requirements of (a) of this section.
(c) Alimited entry permit may be used as security for a loan to
refinance existing debts if the proceeds of each original loan were
used in accordance with (a) of this section.
* Sec. 7. AS 44.81.270 is amended by adding new subsections to read:

(b) The bank shall be audited annually by independent outside

SB0008C -3- CSSB 8 (Fin)



auditors. The legislative auditor may confer with the outside audi—
tors and review the workpapers of the audit. At the direction of the
Legislative Budget and Audit Committee under AS 24.20.271, the legi9*
lative auditor may conduct an audit of the b3nk.

(c) The state bank examiners shall perform an annual qualitative
examination and evaluation of the bank. The commissioner of commerce
and economic development shall assess the bank a fee established under
AS 06.01.010(b) for the actual expenses incurred by the Department of
Commerce and Economic Development in connection with the examination.
The examiners shall report to the board of directors on the examina-—
tion. Theexaminers shall prepare a summary report evaluating the
bank®s loan portfolio quality on astatistical basis and addressing
the appropriateness and effectiveness of the bank"s policies, prac—
tices, andmanagement within the context of the bank"s statutory
purposes. The examiners shall distribute copies of the summary report
to the bank, the legislature, and the governor.

* Sec. 8. This Act takes effect immediately under AS 01.10.070(c).

CSSB 8 (Fin) SB0008cC



Offered: 4/17/87 5-0051B
Referred: Finance

Original sponsors: Zharoff and Eliason

IN THE SENATE BY THE RESOURCES COMMITTEE
CS FOR SENATE BILL NO. 8 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the Commercial Fishing and Agri—
culture Bank; and providing for an effective date."

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

9 * Section 1. AS 44.81.010(a) is amended to read:

10 (a) There is established the Alaska Commercial Fishing and
11 Agriculture Bank. The exercise by the bank of the powers conferred by
12 this chapter is considered to be for a public purpose. [EXCEPT AS
13 OTHERWISE PROVIDE!. IN THIS CHAPTER, AND EXCEPT THAT ANY FILING FEES
14 SHALL BE WAIVED, THE BANK IS SUBJECT TO THE PROVISIONS OF AS 10.15
15 (ALASKA COOPERATIVE CORPORATION ACT).] The bank is exempt from the
16 provisions of AS 06.05 (Alaska Banking Code) and AS 10.15 (Alaska
17 Cooperative Corporation Act) in the exercise of powers granted by this
18 chapter.

19 * Sec. 2. AS 44.81.020(a) is amended to read:

20 (a) The bank shall be managed by a board of directors consisting
21 of seven members. Five [AT LEAST ONE MEMBER OF THE BOARD SHALL BE AN
22 ALASKA FARMER WITH AT LEAST10 YEARS OF ALASKAN FARM EXPERIENCE.

23 INITIAL APPOINTMENTS TO THE BOARD SHALL BE MADE BY THE GOVERNOR. TWO
24 OF THE INITIAL APPOINTMENTS SHALL BE MADE AT THE TIME OF THE FIRST
25 ANNUAL MEMBERSHIP MEETING OF THE BANK. THEREAFTER, FIVE] board mem-
26 bers shall be elected by the members of the bank, with at least one of
27 the elected board members being an Alaska farmer [WITH AT LEAST 10
28 YEARS OF ALASKAN FARM EXPERIENCE], and two board members shall be
29 appointed by the governor until the repurchase of all the nonvoting,
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preferred shares initially issued by the bank and purchased by agen-

cies of the state. After repurchase is completed, all board members
shall be elected by the members of the bank. The board members shall
annually elect a chairman from among themselves. The purpose of the

board is to manage the assets of the bank.
Sec. 3. AS 44.81.090 is amended to read:

Sec. 44.81.090. TERM OF OFFICE AND REMOVAL. The members of the
board shall serve for terms of three years, and they may serve succes-
sive terms. Terms shall be staggered. An elected member of the board
who releases confidential information in violation of AS 44.81.260,
commits serious ethical misconduct that relates to the member*s fit-
ness to serve as a member of the board, or maintains a chronically and
irredeemably substandard borrowing relationship with the bank may be
removed from the board by unanimous vote of the remaining members of
the board [INITIAL TERMS OF THE FIRST FIVE MEMBERS APPOINTED TO THE
BOARD SHALL BE TWO MEMBERS SERVING UNTIL THE FIRST ANNUAL MEMBERSHIP
MEETING OF THE BANK, TWO MEMBERS SERVING UNTIL THE SECOND ANNUAL
MEMBERSHIP MEETING OF THE BANK, AND ONE MEMBER SERVING UNTIL THE THIRD
ANNUAL MEMBERSHIP MEETING OF THE BANK. INITIAL TERMS OF THE TWO
MEMBERS APPOINTED AT THE TIME OF THE FIRST ANNUAL MEMBERSHIP MEETING
OF THE BANK SHALL BE ONE MEMBER SERVING UNTIL THE SECOND ANNUAL MEM-
BERSHIP MEETING OF THE BANK AND ONE MEMBER SERVING UNTIL THE THIRD
ANNUAL MEMBERSHIP MEETING OF THE BANK].

Sec. 4. AS 44.81.210(a)(20) is amended to read:

(20) make loans to individual commercial fishermen for
limited entry permits; a loan under this paragraph may be made only to
an individual commercial fisherman who has been a state resident for a
continuous period of two years immediately preceding the date of

application for the loan [AND WHO HAS HAD A CREWMEMBER OR COMMERCIAL
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FISHING LICENSE UNDER AS 16.05.480 OR A PERMIT UNDER AS 16.43 FOR THE
YEAR IMMEDIATELY PRECEDING THE DATE OF APPLICATION AND ANY OTHER TWO
OF THE PAST FIVE YEARS, AND WHO HAS ACTIVELY PARTICIPATED IN THE
FISHERY DURING THAT PERIOD]; 1loans made under this ©paragraph are
subject to [THE PROVISIONS OF] AS 44.81.230;

* Sec. 5. AS 44.81.210(a)(22)is amended to read:

(22) accept the pledge of a limited entry permit as security
for a loan made under this chapter [FOR THE REPAIR, RESTORATION, OR
IMPROVEMENT OF A COMMERCIAL FISHING VESSEL OR COMMERCIAL FISHING GEAR,
OR FOR THE CONSTRUCTION OR PURCHASE OF A COMMERCIAL FISHING VESSEL,]
subject to the conditions set out in AS 44.81.230 - 44.81.250 on
pledges of limited entry permits;

*Sec. 6. AS44.81 is amended by adding a new section to read:
Sec. 44.81.235. LIMITATIONS ON PLEDGE OF PERMITS. (a) The bank
may issue a loan secured by a limited entry permit for
(1) purchase, repair, restoration, or improvement of a
commercial Tfishing vessel or commercial fishing gear;
(2) construction of a commercial fishing vessel;
(3) working capital, including insurance premiums, fuel,
bait, and boat storage and launching expenses; or
(4) purchase and improvement of set net sites and associ-
ated equipment.
(b) A limited entry permit may be used as security for more than
one loan if each loan meets the requirements of (a) of this section.
(c) A limited entry permit may be used as security for a loan to
refinance existing debts if the proceeds of each original loan were
used in accordance with (a) of this section.
*Sec. 7. AS 44.81.270 is amended by adding new subsections to read:

(b) The bank shall be audited annually by independent outside

SB0008h -3- CSSB 8 (Res)



auditors. The legislative auditor may confer with the outside audi-—
tors and review the workpapers of the audit. At the direction of the
Legislative Budget and Audit Committee under AS 24.20.271, the legis—
lative auditor may conduct an audit of the bank.

(c) The state bank examiners shall perform an annual qualitative
examination and evaluation of the bank. The commissioner of commerce
and economic development shall assess the bank a fee established under
AS 06.01.010(b) for the actual expenses incurred by the Department of
Commerce and Economic Development in connection with the examination.
The examiners shall report to the board of directors on the examina-—
tion. The examiners shall prepare a summary report evaluating the
bank®s loan portfolio quality on a statistical basis and addressing
the appropriateness and effectiveness of the bank"s policies, prac—
tices, and management within the <context of the bank"s statutory
purposes. The examiners shall distribute copies of the summary report
to the bank, the legislature, and the governor.

* Sec. 8. This Act takes effect immediately under AS 01.10.070(c).
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Introduced: 1/19/87 5-0051A
Referred: Labor and Commerce,

Resources and Finance

IN THE SENATE BY ZHAROFF AND ELIASON

SENATE BILL NO, 8
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LE-c'I' \ATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to the Commercial Fishing and Agri-

BE

culture Bank.™

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.81.010(a) is amended to read:

(a) There is established the Alaska Commercial Fishing and
Agriculture Bank. The exercise by the bank of the powers conferred by
this chapter is considered to be for a public purpose. [EXCEPT AS

OTHERWISE PROVIDED IN THIS CHAPTER, AND EXCEPT THAT ANY FILING FEES
SHALL BE WAIVED, THE BANK IS SUBJECT TO THE PROVISIONS OF AS 10.15
(ALASKA COOPERATIVE CORPORATION ACT).] The bank is exempt from the
provisions of AS 06.05 (Alaska Banking Code) and AS 10.15 (Alaska
Cooperative Corporation Act) in the exercise of powers granted by this
chapter.

Sec. 2. AS 44.81.020(a) is amended to read:

(a) The bank shall be managed by a board of directors consisting
of seven members. Five [AT LEAST ONE MEMBER OF THE BOARD SHALL BE AN
ALASKA FARMER WITH AT LEAST10 YEARS OF ALASKAN FARM EXPERIENCE.
INITIAL APPOINTMENTS TO THE BOARD SHALL BE MADE BY THE GOVERNOR. TWO
OF THE INITIAL APPOINTMENTS SHALL BE MADE AT THE TIME OF THE FIRST
ANNUAL MEMBERSHIP MEETING OF THE BANK. THEREAFTER, FIVE] board mem-
bers shall be elected by the members of the bank, with at least one of
the elected board members being an Alaska farmer [WITH AT LEAST 10
YEARS OF ALASKAN FARM EXPERIENCE], and two board members shall be

appointed by the governor until the repurchase of all the nonvoting,
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preferred shares initially issued by the bank and purchased by agen—

cies of the state. After repurchase is completed, all board members
shall be elected by the members of the bank. The board members shall
annually elect a chairman from among themselves. The purpose of the

board is to manage the assets of the bank.
Sec. 3. AS 44.81.090 is amended to read:

Sec. 44.81.090. TERM OF OFFICE AND REMOVAL. The members of the
board shall serve for terms of three years, and they may serve succes—
sive terms. Terms shall be staggered. An elected member of the board
who releases confidential information in -violation of AS 44.81.260,
commits serious ethical misconduct that relates to the member*s fit-
ness to serve as a member of the board, or maintains a chronically and
irredeemably substandard borrowing relationship with the bank may be
removed from the board by unanimous vote of the remaining members of
the board [INITIAL TERMS OF THE FIRST FIVE MEMBERS APPOINTED TO THE
BOARD SHALL BE TWO MEMBERS SERVING UNTIL THE FIRST ANNUAL MEMBERSHIP
MEETING OF THE BANK, TWO MEMBERS SERVING UNTIL THE SECOND ANNUAL
MEMBERSHIP MEETING OF THE BANK, AND ONE MEMBER SERVING UNTIL THE THIRD
ANNUAL MEMBERSHIP MEETING OF THE BANK. INITIAL TERMS OF THE TWO
MEMBERS APPOINTED AT THETIME OF THE FIRST ANNUAL MEMBERSHIP MEETING
OF THE BANK SHALL BE ONEMEMBER SERVING UNTIL THE SECOND ANNUAL MEM—
BERSHIP MEETING OF THE BANK AND ONE MEMBER SERVING UNTIL THE THIRD
ANNUAL MEMBERSHIP MEETING OF THE BANK].

Sec. 4. AS 44.81.210(a)(20) is amended to read:

(20) make loans to individual commercial fishermen for
limited entry permits; a loan under this paragraph may be made only to
an individual commercial fisherman who has been a state resident for a
continuous period of twoyears immediately preceding the date of

application for the loan [AND WHO HAS HAD A CREWMEMBER OR COMMERCIAL
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FISHING LICENSE UNDER AS 16.05.480 OR A PERMIT UNDER AS 16.43 FOR THE
YEAR IMMEDIATELY PRECEDING THE DATE OF APPLICATION AND ANY OTHER TWO
OF THE PAST FIVE YEARS, AND WHO HAS ACTIVELY PARTICIPATED IN THE
FISHERY DURING THAT PERIOD]; Jloans made wunder this paragraph are
subject to [THE PROVISIONS OF] AS 44.81.230;

* Sec. 5. AS 44.81.210(a)(22)is amended to read:

22 accept the pledge of a limited entry permit as security
for a loan made under this chapter [FOR THE REPAIR, RESTORATION, OR
IMPROVEMENT OF A COMMERCIAL FISHING VESSEL OR COMNEPXIAL FISHING GEAR,
OR FOR THE CONSTRUCTION OR PURCHASE OF A COMMERCIAL FISHING VESSEL,]
subject to the conditions set out in AS 44.81.230 - 44.81.250 on
pledges of limited entry permits;

* Sec. 6. AS 44.81 is amended by adding a new section to read:
Sec. 44.81.235. LIMITATIONS ON PLEDGE OF PERMITS. (a) The bank
may issue a loan secured by a limited entry permit for
(1) purchase, repair, restoration, or improvement of a
commercial fishing vessel or commercial fishing gear;
(2) construction of a commercial fishing vessel;
(3) working capital, including insurance premiums, fuel,
bait, and boat storage and launching expenses; or
(4) purchase and improvement of set net sites and associ—
ated equipment.
(b) A limited entry permit may be used as security for more than
one loan if each loan meets the requirements of (a) of this section.
(c) A limited entry permit may be used as security for a loan to
refinance existing debts if the proceeds of each original loan were
used in accordance with (a) of this section.
* Sec. 7. AS 44.81.270 is amended by adding new subsections to read:

(b) The bank shall be audited annually by independent outside
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auditors. The legislative auditor may confer with the outside audi-
tors and review the workpapers of the audit. At the direction of the
Legislative Budget and Audit Committee under AS 24.20.271, the legis-
lative auditor may conduct an audit of the bank.

(c) The state bank examiners shall perform an annual qualitative
examination and evaluation of the bank. The commissioner of commerce
and economic development shall assess the bank a fee established under
AS 06.01.010(b) for the actual expenses incurred by the Department of
Commerce and Economic Development in connection with the examination.
The examiners shall report to the board of directors on the examina-
tion. The examiners shall prepare a summary report evaluating the
bank®"s 1loan portfolio quality on a statistical basis and addressing
the appropriateness and effectiveness of the bank"s policies, prac-
tices, and management within the <context of the bank"s statutory
purposes. The examiners shall distribute copies of the summary report

to the bank, the legislature, and the governor.
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preferred shares initially issued by the bank and purchased by agen-

cies of the state. After repurchase is completed, all board members
shall be elected by the members of the bank. The board members shall
annually elect a chairman from among themselves. The purpose of the

board is to manage the assets of the bank.
Sec. 3. AS 44.81.090 is amended to read:

Sec. 44.81.090. TERM OF OFFICE AND REMOVAL. The members of the
board shall serve for terms of three years, and they may serve succes-
sive terms. Terms shall be staggered. An elected member of the board
who releases confidential information in violation of AS 44.81.260,
commits serious ethical misconduct that relates to the member*s fit-
ness to serve as a member of the board, or maintains a chronically and
irredeemably substandard borrowing relationship with the bank may be

aWrMafrive* vote, of d majorffu of -fk.e-

removed from the board by unanimous-vofeemf ehe remaining members of
the board [INITIAL TERMS OF THE FIRST FIVE MEMBERS APPOINTED TO THE
BOARD SHALL BE TWO MEMBERS SERVING UNTIL THE FIRST ANNUAL MEMBERSHIP
MEETING OF THE BANK, TWO MEMBERS SERVING UNTIL THE SECOND ANNUAL
MEMBERSHIP MEETING OF THE BANK, AND ONE MEMBER SERVING UNTIL THE THIRD
ANNUAL MEMBERSHIP MEETING OF THE BANK. INITIAL TERMS OF THE TWO
MEMBERS APPOINTED AT THE TIME OF THE FIRST ANNUAL MEMBERSHIP MEETING
OF THE BANK SHALL BE ONE MEMBER SERVING UNTIL THE SECOND ANNUAL MEM-
BERSHIP MEETING OF THE BANK AND ONE MEMBER SERVING UNTIL THE THIRD
ANNUAL MEMBERSHIP MEETING OF THE BANK].

Sec. 4. AS 44.81.210(a)(20) is amended to read:

(20) make loans to individual commercial fishermen for
limited entry permits; a loan under this paragraph may be made only to
an individual commercial fisherman who has been a state resident for a
continuous period of two years immediately ©preceding the date of

application for the loan [AND WHO HAS HAD A CREWMEMBER OR COMMERCIAL
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Offered! 4/17/67 5-00518B
Referred: Finance

Original sponsors: Zharoff and Eliason

IN THE SENATE BY THE -RESOURCES COMMITTEE

CS FOR SENATE BILL NO. 8 (Resoureas)

IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the Commercial Fishing and Agri—
culture Bank; and providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.81.010(a) is amended to read:

(a) There is established the Alaska Commercial Fishing and
Agriculture Bank. The exercise by the bank ofthe powers conferred by
this chapter is considered to be for a public purpose. [EXCEPT AS

OTHERWISE PROVIDED IN THIS CHAPTER, AND EXCEPT THAT ANY FILING FEES
SHALL BE WAIVED, THE BANK IS SUBJECT TO THE PROVISIONS OF AS 10.15
(ALASKA COOPERATIVE CORPORATION ACT).] The bank is exempt from the
provisions of AS 06.05 (Alaska Banking Code) and AS 10.15 (Alaska
Cooperative Corporation Act) in the exercise of powers granted by this
chapter.

* Sec. 2. AS 44.81.020(a) 1is amended to read:

(a) The bank shall be managed by a boardof directors consisting
of seven members. Five [AT LEAST ONE MEMBER OF THE BOARD SHALL BE AN
ALASKA FARMER WITH AT LEAST 10 YEARS OF ALASKAN FARM EXPERIENCE.
INITIAL APPOINTMENTS TO THE BOARD SHALL BE MADE BY THEGOVERNOR. TWO
OF THE INITIAL APPOINTMENTS SHALL BE MADE AT THE TIME OF THE FIRST
ANNUAL MEMBERSHIP MEETING OF THE BANK. THEREAFTER, FIVE] board mem—
bers shall be elected by the members of the bank, with at least one of
the elected board members being an Alaska farmer [WITH AT LEAST 10
YEARS OF ALASKAN FARM EXPERIENCE], and two board members shall be

appointed by the governor until the repurchase of all the nonvoting,
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FISHING LICENSE UNDER AS 16.05.480 OR A PERMIT UNDER AS 16.43 FOR THE
YEAR IMMEDIATELY PRECEDING THE DATE OF APPLICATION AND ANY OTHER TWO
OF THE PAST FIVE YEARS, AND WHO HAS ACTIVELY PARTICIPATED IN THE
FISHERY DURING THAT PERIOD]; 1loans made under this paragraph are
subject to [THE PROVISIONS OF] AS 44.81.230;
*Sec. 9. AS 44 _fel.210(a)(22)is amended to read:

(22) accept the pledge of a limited entry permit as security
for a loan made under this chapter [FOR THE REPAIR, RESTORATION, OR
IMPROVEMENT OF A COMMERCIAL FISHING VESSEL OR COMMERCIAL FISHING GEAR,
OR FOR THE CONSTRUCTION OR PURCHASE OF A COMMERCIAL FISHING VESSEL,]
subject to the conditions set out in AS 44.81.230 - 44.81.250 on
pledges of limited entry permits;

*Sec. 6. AS 44.81 is amended by adding a new section to read:
Sec. 44.81.235. LIMITATIONS ON PLEDGE OF PERMITS. (a) The bank
may issue a loan secured by a limited entry permit for
(1) purchase, repair, restoration, or improvement of a
commercial fishing vessel or commercial fishing gear;
(2) construction of a commercial fishing vessel;
(3) working capital, including 1insurance premiums, fuel,
bait, and boat storage and launching expenses; or
(4) purchase and improvement of set net sites and associ-
ated equipment.
(b) A limited entry permit may be used as security for more than
one loan if each loan meets the requirements of (a) of this section.
(c) A limited entry permit may be used as security for a loan to
refinance existing debts if the proceeds of each original loan were
used 1in accordance with (a) of this section.
*Sec. 7. AS 44.81.270 is amended by adding new subsections to read:

(b) The bank shall be audited annually by independent outside
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auditors. The legislative auditor may confer with the outside audi-—
tors and review the workpapers of the audit. At the direction of the
Legislative Budget and Audit Committee under AS 24.20.271, the legis—
lative auditor may conduct an audit of the bank.

(c) The state bank examiners shall perform an annual qualitative
examination and evaluation of the bank. The commissioner of commerce
and economic development shall assess the bank a fee established under
AS 06.01.010(b) for the actual expenses incurred by the Department of
Commerce and Economic Development in connection with the examination.
The examiners shall report to the board of directors on the examina—
tion. Theexaminers shall prepare a summary report evaluating the
bank®"s loan portfolio quality on astatistical basis and addressing
the appropriateness and effectiveness of the bank®"s policies, prac—
tices, andmanagement within the context of the bank"s statutory
purposes. The examiners shall distribute copies of the summary report
to the bank, the legislature, and the governor.

* Sec. 8. This Act takes effect immediately under AS 01.10.070(c).
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Original sponsors: Zharoff and Eliason

IN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 8 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to the Commercial Fishing and Agri—

BE

culture Bank; and providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.81.010(a) 1s amended to read:

() There 1s established the Alaska Commercial Fishing a
Agriculture Bank. The exercise by the bank of the powers conferred by
this chapter is considered to be for a public purpose. [EXCEPT AS
OTHERWISE PROVIDED IN THIS CHAPTER, AND EXCEPT THAT ANY FILING FEES
SHALL BE WAIVED, THE BANK IS SUBJECT TO THE PROVISIONS OF AS 10.15
(ALASKA COOPERATIVE CORPORATION ACT).] The bank 1is exempt from the
provisions of AS 06.05 (Alaska Banking Code) and AS 10.15 (Alaska
Cooperative Corporation Act) in the exercise of powers granted by this
chapter.

Sec. 2. AS 44.81.020(a) 1is amended to read:

(a) The bank shall be managed by a board of directors consisti
of seven members. Five [AT LEAST ONE MEMBER OF THE BOARD SHALL BE AN
ALASKA FARMER WITH AT LEAST 10 YEARS OF ALASKAN FARM EXPERIENCE.
INITIAL APPOINTMENTS TO THE BOARD SHALL BE MADE BY THE GOVERNOR. TOO
OF THE INITIAL APPOINTMENTS SHALL BE MADE AT THE TIME OF THE FIRST
ANNUAL MEMBERSHIP MEETING OF THE BANK. THEREAFTER, FIVE] board mem—
bers shall be elected by the members of the bank, with at least one of
the elected board members being an Alaska farmer [WITH AT LEAST 10
YEARS OF ALASKAN FARM EXPERIENCE], and two board members shall be

appointed by the governor until the repurchase of all the nonvoting,
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preferred shares initially issued by the bank and purchased by agen—
cies of the state. After repurchase is completed, all board members

shall be elected by the members of the bank. The board members shall

annually elect a chairman from among themselves. The purpose of the

board i1s to manage the assets of the bank.

Sec. 3. AS 44.81.090 is amended to read:

Sec. 44.81.090. TERM OF OFFICE AMD REMOVAL. The members of the
board shall serve for terms of three years, and they may serve succes—
sive terms. Terms shall be staggered. An elected member of the board
who releases confidential 1information in violation of AS 44.81.260,
commits serious ethical misconduct that relates to the member®s fit—
ness to serve as a member of the board, or maintains a chronically and
irredeemably substandard borrowing relationship with the bank may be
removed from the board by affirmative vote of a majority of the mem—
bers of the board [INITIAL TERMS OF THE FIRST FIVE MEMBERS APPOINTED
TO THE BOARD SHALL BE TWO MEMBERS SERVING UNTIL THE FIRST ANNUAL
MEMBERSHIP MEETING OF THE BANK, TWO MEMBERS SERVING UNTIL THE SECOND
ANNUAL MEMBERSHIP MEETING OF THE BANK, AND ONE MEMBER SERVING UNTIL
THE THIRD ANNUAL MEMBERSHIP MEETING OF THE BANK. INITIAL TERMS OF THE
TWO MEMBERS APPOINTED AT THE TIME OF THE FIRST ANNUAL MEMBERSHIP
MEETING OF THE BANK SHALL BE ONE MEMBER SERVING UNTIL THE SECOND
ANNUAL MEMBERSHIP MEETING OF THE BANK AND ONE MEMBER SERVING UNTIL THE
THIRD ANNUAL MEMBERSHIP MEETING OF THE BANK].

Sec. 4. AS 44.81.210(a)(20) 1i1s amended to read:

(20) make loans to individual commercial fishermen for
limited entry permits; a loan under this paragraph may be made only to
an individual commercial fisherman who has been a state resident for a

continuous period of two years immediately preceding the date of

application for the loan [AND WHO HAS HAD A CREWMEMBER OR COMMERCIAL
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FISHING LICENSE UNDER AS 16.05.480 OR A PERMIT UNDER AS 16.43 FOR THE
YEAR IMMEDIATELY PRECEDING THE DATE OF APPLICATION AND ANY OTHER TWO
OF THE PAST FIVE YEARS, AND WHO HAS ACTIVELY PARTICIPATED IN THE
FISHERY DURING THAT PERIOD]; loans made under this paragraph are
subject to [THE PROVISIONS OF] AS 44.81.230;

Sec. 5. AS 44.81.210(a)(22) is amended to read:

(22) accept the pledge of a limited entry permit as security
for a loan made under this chapter [FOR THE REPAIR, RESTORATION, OR
IMPROVEMENT OF A COMMERCIAL FISHING VESSEL OR COMMERCIAL FISHING GEAR,
OR FOR THE CONSTRUCTION OR PURCHASE OF A COMMERCIAL FISHING VESSEL,]
subject to the conditions set out in AS 44.81.230 - 44.81.250 on
pledges of limited entry permits;

Sec. 6. AS 44.81 is amended by adding a new section to read:
Sec. 44.81.235. LIMITATIONS ON PLEDGE OF PERMITS. (&) The bank
may issue a loan secured by a limited entry permit for
(1) purchase, repair, restoration, or improvement of a
commercial fishing vessel or commercial fishing gear;
(2) construction of acommercial fishing vessel;
(3 working capital, including 1insurance premiums, Tfuel,
bait, and boat storage and launching expenses; or
(4) purchase and improvement of set net sites and associ—
ated equipment.
(b) A limited entry permit may be used as security for more than
one loan 1f each loan meets the requirements of (a) of this section.
(c) A Ilimited entry permit may be used as security for a loan to

refinance existing debts if the proceeds of each original 1loan were

used iIn accordance with (a) of this section.

* Sec. 7. AS 44.81.270 is amended by adding new subsections to read:

(b) The bank shall be audited annually by independent outside
-3- CSSB 8(Fin)



1 auditors. The legislative auditor may confer with the outside audi—

2 tors and review the workpapers of the audit. At the direction of the
3 Legislative Budget and Audit Committee under AS 24.20.271, the legis—
4 lative auditor may conduct an audit of the bank.

5 (© The state bank examiners shall perform an annual qualitati
6 examination and evaluation of the bank. The commissioner of commerce
7 and economic development shall assess the bank a fee established under
8 AS 06.01.010(b) for the actual expenses incurred by the Department of
9 Commerce and Economic Development in connection with the examination.
10 The examiners shall report to the board of directors on the examina-—
n tion. The examiners shall prepare a summary report evaluating the
12 bank®*s loan portfolio quality on a statistical basis and addressing
13 the appropriateness and effectiveness of the bank®s policies, prac—
14 tices, and management within the context of the bank®s statutory
15 purposes. The examiners shall distribute copies of the summary report
16 to the bank, the legislature, and the governor.

17 * Sec. 8. This Act takes effect immediately under AS 01.10.070(c).
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Senator Fred F. Zharoff

A laska State Legislature
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ALASKA PENINSULA <« ALEUTIAN CHAIN <« BRISTOL BAY < KODIAK ISLAND < LAKE CLARK/LAKE ILIAMNA < PRIBILOF ISLANDS < SHUMAGIN ISLANDS

SECTIONAL ANALYSIS

Senate Bill No. 8 - "An Act relating to the Commercial Fishing and
Agriculture Bank".

SECTION 1

44.81.010(a): Exempts CFAB from the provisions of the Alaska
Cooperative Corporation Act (AS 10.15), as the act was
not written to apply to cooperative banking institutions
such as CFAB. CFAB is governed by 1its own separate
statute (Title 44, Chapter 81), but could be subject to
possible amendments to AS 10.15. CFAB 1is already exempt
from the Alaska Banking Code (AS 06.05),

SECTION 2

44.81.020(a): Deletes language that at least one of the Alaska farmer
members of the board have "at least 10 years of Alaskan
farm experience". Requirement is difficult to meet and,
based on CFAB"s experience, unnecessary. Deletes
outdated language pertaining to board appointments,

SECTION 3

44.81.090: Amends statute to allow for removal of members of the
board of directors who release confidential information
in violation of AS 44.81.260 (Confidentiality of CFAB
records), who commit "serious ethical misconduct"”, or who
maintain "a chronically and irredeemably substandard
borrowing relationship with the bank™. Removal occurs
upon a unanimous vote of the remaining members of the
board. Deletes outdated language pertaining to board
appointments.

SECTION 4

44.81.210(a) (20):
Deletes loan eligibility language duplicated from state
loan program statutes so CFAB can have flexibility to
make loans based mainly on applicants®™ credit standing
and ability to repay. State eligibility criteria is
somewhat restrictive and <can interfere with CFAB"s
ability to make what otherwise would be good loans.



Sectional analysis: Senate Bill 8 - page 2

SECTION 5

44.81.210(a)(22):
Deletes unnecessary language. The conditions regarding
the acceptance of a pledge of a limited entry permit as
security for a loan are spelled out in Section 6.

SECTION 6

44.81.235: New section. Expands the purposes for whicha limited
entry permit may be accepted as collateral. Currently, a
permit may be pledged as security on a loan to purchase a
permit; on a loan for the vrepair, restoration, or
improvement of a commercial fishing vessel or commercial
fishing gear; and on a Jloan for the construction or
purchase of a commercial fishing vessel. Language added
to reorganize and expand the provisions to read: (€D}
"purchase, repair, restoration, or improvement of a
commercial fishing vessel or commercial Ffishing gear;"
(2) "construction of a commercial fishing vessel;" (@)
"working capital, including insurance premiums, fuel,
bait, and boat storage and launching expenses;" and (4)
"purchase and improvement of set net sites and associated
equipment”. Allows a permit to be used as security for
more than one loan, and to refinance existing debt on the
items listed above. Allows a fisherman to use a permit
for one fishery to secure funds to wuse in another
fishery. Expands slightly the exception CFAB was granted
to AS 16.43.150, which prevents anyone (except the state
or CFAB) from legally seizing a permit-holder"s permit.
This section would allow fishermen more flexibility in
their business plans. Under limited circumstances, they
would have a new asset to use to leverage funds for their
operations. The circumstances are limited because CFAB
— with its special statutory relationship to the fishing
industry - would still be the only private institution
with the ability to accept permits as collateral.

SECTION 7
44.81.270: Adds new subsections.

() Requires an annual independent audit. Legislative
auditor may confer with and review the workpapers of the
independent auditor. Legislative auditor may only
conduct an audit at the direction of the Legislative
Budget and Audit Committee (AS 24.20.271).

©) Requires state bank examiners to perform ™"an annual
qualitative examination and evaluation of the bank"™, for
the standard fee. Outlines what the -examination and
evaluation shall include.
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Introduced: 1/19/87 5-0051A
Referred: Labor and Commerce,

Resources and Finance

IN THE SENATE BY ZHAROFF AND ELIASON

SENATE BILL NO. 8
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Actentitled: "An Act relating to the Commercial Fishing and Agri-

BE

culture Bank."
IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.81.010(a) 1is amended to read:

(a) There is established the Alaska Commercial Fishing and
Agriculture Bank. The exercise by the bank of the powers conferred by
this chapter is considered to be for a public purpose. [EXCEPT AS
OTHERWISE PROVIDED IN THIS CHAPTER, AND EXCEPT THAT ANY FILING FEES
SHALL BE WAIVED, THE BANK IS SUBJECT TO THE PROVISIONS OF AS 10.15
(ALASKA COOPERATIVE CORPORATION ACT).] The bank is exempt from the
provisions of AS 06.05 (Alaska Banking Code) and AS 10.15 (Alaska
Cooperative Corporation Act) in the exercise of powers granted by this
chapter.

* Sec. 2. AS 44.81.020(a) 1is amended to read:

(a) The bank shall be managed by a board of directors consisting
of seven members. Five [AT LEAST ONE MEMBER OF THE BOARD SHALL BE AN
ALASKA FARMER WITH AT LEAST 10 YEARS OF ALASKAN tARM EXPERIENCE.
INITIAL APPOINTMENTS TO THE BOARD SHALL BE MADE BY THE GOVERNOR. TWO
OF THE INITIAL APPOINTMENTS SHALL BE MADE AT THE TIME OF THE FIRST
ANNUAL MEMBERSHIP MEETING OF THE BANK. THEREAFTER, FIVE] board mem-
bers shall be elected by the members of the bank, with at least one of
the elected board members being an Alaska farmer [WITH AT LEAST 10
YEARS OF ALASKAN FARM EXPERIENCE], and two board members shall be

appointed by the governor until the repurchase of all the nonvoting,
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preferred shares initially issued by the bank and purchased by agen-—
cies of the state. After repurchase is completed, all board members
shall be elected by the members of the bank. The board members shall
annually elect a chairman from among themselves. The purpose of the
board is to manage the assets of the bank.

Sec. 3. AS 44.81.090 is amended to read:

Sec. 44.81.090. TERM OF OFFICE AND REMOVAL. The members of the
board shall serve for terms of three years, and they may serve succes—
sive terms. Terms shall be staggered. An elected member of the board
who releases confidential information in violation of AS 44.81.260,
commits serious ethical misconduct that relates to the member®s fit—
ness to serve as a member of the board, or maintains a chronically and
irredeemably substandard borrowing relationship with the bank may be
removed from the board by unanimous vote of the remaining members of
the board [INITIAL TERMS OF THE FIRST FIVE MEMBERS APPOINTED TO THE
BOARD SHALL BE TWO MEMBERS SERVING UNTIL THE FIRST ANNUAL MEMBERSHIP
MEETING OF THE BANK, TWO MEMBERS SERVING UNTIL THE SECOND ANNUAL
MEMBERSHIP MEETING OF THE BANK, AND ONE MEMBER SERVING UNTIL THE THIRD
ANNUAL MEMBERSHIP MEETING OF THE BANK. INITIAL TERMS OF THE TWO
MEMBERS APPOINTED AT THE TIME OF THE FIRST ANNUAL MEMBERSHIPMEETING
OF THE BANK SHALL BE ONE MEMBER SERVING UNTIL THE SECOND ANNUAL MEM—
BERSHIP MEETING OF THE BANK AND ONE MEMBER SERVING UNTIL THE THIRD
ANNUAL MEMBERSHIP MEETING OF THE BANK].

Sec. 4. AS 44.81.210(a)(20) is amended to read:

20 make loans to individual commercial fishermen for
limited entry permits; a loan under this paragraph may be made only to
an individual commercial fisherman who has been a state resident for a
continuous period of two years immediately preceding the date of

application for the loan [AND WHO HAS HAD A CREWMEMBER OR COMMERCIAL
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FISHING LICENSE UNDER AS 16.05.480 OR A PERMIT UNDER AS 16.43 FOR THE
YEAR IMMEDIATELY PRECEDING THE DATE OF APPLICATION AND ANY OTHER TWO
OF THE PAST FIVE YEARS, AND WHO HAS ACTIVELY PARTICIPATED IN THE
FISHERY DURING THAT PERIOD]; loans made under this paragraph are
subject to [THE PROVISIONS OF] AS 44.81.230;

*Sec. 5. AS 44.81.210(a)(22)is amended to read:

(22) accept the pledge of a limited entry permit as security
for a loan made under this chapter [FOR THE REPAIR, RESTORATION, OR
IMPROVEMENT OF A COMMERCIAL FISHING VESSEL OR COMMERCIAL FISHING GEAR,
OR FOR THE CONSTRUCTION OR PURCHASE OF A COMMERCIAL FISHING VESSEL,]
subject to the conditions set out in AS 44.81.230 - 44.81.250 on
pledges of limited entry permits;

* Sec. 6. AS 44.81 is amended by adding a new section to read:
Sec. 44.81.235. LIMITATIONS ON PLEDGE OF PERMITS. (@) The bank
may issue a loan secured by a limited entry permit for
(1) purchase, repair, restoration, or improvement of a
commercial fishing vessel or commercial fishing gear;
(2) construction of a commercial fishing vessel;
(3) working capital, including insurance premiums, fuel,
bait, and boat storage and launching expenses; or
(4) purchase and improvement of set net sites and associ-
ated equipment.
(b) A limited entry permit may be used as security for more than
one loan if each loan meets the requirements of (a) of this section.
(c) A limited entry permit may be used as security for a loan to
refinance existing debts if the proceeds of each original loan were
used in accordance with (a) of this section.
*Sec. 7. AS 44.81.270 is amended by adding new subsections to read:

(b) The bank shall be audited annually by independent outside

SBO0OO8A -3- SB 8



auditors. The legislative auditor may confer with the outside audi—
tors and review the workpapers of the audit. At the direction of the
Legislative Budget and Audit Committee under AS 24.20.271, the legis—

lative auditor may conduct an audit of the bank.

(c) The state bank examiners shall perform an annual qualitative

examination and evaluation of the bank. The commissioner of commerce
and economic development shall assess the bank a fee established under
AS 06.01.010(b) for the actual expenses incurred by the Department of
Commerce and Economic Development in connection with the examination.

The examiners shall report to the board of directors on the examina—
tion. The examiners shall prepare a summary report evaluating the
bank®"s 1loan portfolio quality on a statistical basis and addressing

the appropriateness and effectiveness of the bank®"s policies, prac—
tices, and management within the context of the bank®"s statutory
purposes. The examiners shall distribute copies of the summary report

to the bank, the legislature, and the governor.
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Offered: 4/17/87 5-0051B
Referred: Finance

Original sponsors: Zharoff and Eliason

IN THE SENATE BY THE RESOURCES COMMITTEE

CS FOR SENATE BILL NO. 8 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the Commercial Fishing and Agri-
culture Bank; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.81.010(a) 1is amended to read:

(a) There is established the Alaska Commercial Fishing and
Agriculture Bank. The exercise by the bank of the powers conferred by
this chapter is considered to be for a public purpose. [EXCEPT AS
OTHERWISE PROVIDED IN THIS CHAPTER, AND EXCEPT THAT ANY FILING FEES
SHALL BE WAIVED, THE BANK 1S SUBJECT TO THE PROVISIONS OF AS 10.15
(ALASKA COOPERATIVE CORPORATION ACT).] The bank is exempt from the
provisions of AS 06.05 (Alaska Banking Code) and AS 10.15 (Alaska
Cooperative Corporation Act) in the exercise of powers granted by this
chapter.

* Sec. 2. AS 44.81.020(a) 1is amended to read:

(a) The bank shall be managed by a board of directors consisting
of seven members. Five [AT LEAST ONE MEMBER OF THE BOARD SHALL BE AN
aioASKA FARMER WITH AT LEAST 10 YEARS OF ALASKAN FARM EXPERIENCE.
INITIAL APPOINTMENTS TO THE BOARD SHALL BE MADE BY THE GOVERNOR. TWO
OF THE INITIAL APPOINTMENTS SHALL BE MADE AT THE TIME OF THE FIRST
ANNUAL MEMBERSHIP MEETING OF THE BANK. THEREAFTER, FIVE] board mem-
bers shall be elected by the members ofthe bank, with at least one of
the elected, board members being an Alaska farmer [WITH AT LEAST 10
YEARS OF ALASKAN FARM EXPERIENCE], and two board members shall be

appointed by the governor until the repurchase of all the nonvoting,
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preferred shares initially issued by the bank and purchased by agen-

cies of the state. After repurchase is completed, all board members
shall be elected by the members of the bank. The board members shall
annually elect a chairman from among themselves. The purpose of the

board is to manage the assets of the bank.
Sec. 3. AS 44.81.090 is amended to read:

Sec. 44.81.090. TERM OF OFFICE AND REMOVAL. The members of the
board shall serve for terms of three years, and they may serve succes-
sive terms. Terms shall be staggered. An elected member of the board
who releases confidential information in violation of AS 44.81.260,
commits serious ethical misconduct that relates to the member®s fit-
ness to serve as a member of the board, or maintains a chronically and
irredeemably substandard borrowing relationship with the bank may be
removed from the board by unanimous vote of the remaining members of
the board [INITIAL TERMS OF THE FIRST FIVE MEMBERS APPOINTED TO THE
BOARD SHALL BE TWO MEMBERS SERVING UNTIL THE FIRST ANNUAL MEMBERSHIP
MEETING OF THE BANK, TWO MEMBERS SERVING UNTIL THE SECOND ANNUAL
MEMBERSHIP MEETING OF THE BANK, AND ONE MEMBER SERVING UNTIL THE THIRD
ANNUAL MEMBERSHIP MEETING OF THE BANK. INITIAL TERMS OF THE TWO
MEMBERS APPOINTED AT THE TIME OF THE FIRST ANNUAL MEMBERSHIP MEETING
OF THE BANK SHALL BE ONE MEMBER SERVING UNTIL THE SECOND ANNUAL MEM-
BERSHIP MEETING OF THE BANK AND ONE MEMBER SERVING UNTIL THE THIRD
ANNUAL MEMBERSHIP MEETING OF THE BANK].

Sec. 4. AS 44.81.210(a)(20) is amended to read:

(20) make loans to individual commercial fishermen for
limited entry permits; a loan under this paragraph may be made only to
an individual commercial fisherman who has been a state resident for a
continuous period of two. vyears immediately preceding the date of

application for the loan [AND WHO HAS HAD A CREWMEMBER OR COMMERCIAL
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FISHING LICENSE UNDER AS 16.05.480 OR A PERMIT UNDER AS 16.43 FOR THE
YEAR IMMEDIATELY PRECEDING THE DATE OF APPLICATION AND ANY OTHER TWO
OF THE PAST FIVE YEARS, AND WHO HAS ACTIVELY PARTICIPATED IN THE
FISHERY DURING THAT PERIOD]; loans made wunder this paragraph are
subject to [THE PROVISIONS OF] AS 44.81.230;

* Sec. 5. AS 44.81.210(a)(22)is amended to read:

(22) accept the pledge of a limited entry permit as security
for a loan made under this chapter [FOR THE REPAIR, RESTORATION, OR
IMPROVEMENT OF A COMMERCIAL FISHING VESSEL OR COMMERCIAL FISHING GEAR,
OR FOR THE CONSTRUCTION OR PURCHASE OF A COMMERCIAL FISHING VESSEL,]
subject to the conditions set out in AS 44.81.230 - 44.81.250 on
pledges of limited entry permits;

* Sec. 6. AS 44.81 is amended by adding a new section to read:
Sec. 44.81.235. LIMITATIONS ON PLEDGE OF PERMITS. (a) The bank
may 1issue a loan secured by a limited entry permit for
(1) purchase repair, restoration, or improvement of a
commercial fishing vessel or commercial fishing gear;
(2) construction of a commercial fishing vessel;
(1) working capital, including insurance premiums, fuel,
bait, and boat storage and launching expenses; or
4 purchase and improvement of set net sites and associ-
ated equipment.
(b) A limited entry permit may be used as security for more than
oneloan if each loan meets the requirements of (a) of this section.
(c) A limited entry permit may be used as security for a loan to
refinance existing debts if the proceeds of each original loan were
used in accordance with (a) of this section.
* Sec. 7. AS 44.81.270 1is amended by adding new subsections to read:

(b) The bank shall be audited annually by 1independent outside
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auditors. The legislative auditor may confer with the outside audi-
tors and review the workpapers of the audit. At the direction of the
Legislative Budget and Audit Committee under AS 24.20.271, the legis-
lative auditor may conduct an audit of the bank.

(c) The state bank examiners shall perform an annual qualitative
examination and evaluation of the bank. The commissioner of commerce
and economic development shall assess the bank a fee established under
AS 06.01.010(b) for the actual expenses incurred by the Department of
Commerce and Economic Development 1in connection with the examination.
The examiners shall report to the board of directors on the examina-
tion. The examiners shall prepare a summary report evaluating the
bank®"s 1loan portfolio quality on a statistical basis and addressing
the appropriateness and effectiveness of the bank®"s policies, prac-
tices, and management within the context of the bank™ statutory
purposes. The examiners shall distribute copies of the summary report

to the bank, the legislature, and the governor.

* Sec. 8. This Act takes effect immediately under AS 01.10.070(c).
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