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SPONSOR STATEMENT

SENATE CS FOR CS FOR SS FOR HOUSE BILL NO. 249(L&C)
"An Act reestablishing the Board of Electrical Examiners and extending the termination date of the Board of Mechanical Examiners; relating tc electrical and mechanical administrators."

The purpose of SCSCSSS for House Bill 249(L&C) is to address a problem that 
I perceive as an "emergency". On August 31, 1993 all Electrical 
Administrators licenses in the State (approximately 600) will expire.

The bill reestablishes the Board of Electrical Examiners -- which sunsetted on 
June 30, 1992 -- which will enable those licenses about to expire to be renewed.

It will take legislative action to reinstate any of these licenses. The emergency 
nature of this situation will exist because there will be no electric 
administrators to insure the proper installation of electric systems 
throughout the State.

The inclusion of the Mechanical Examiner Board is simply a house cleaning 
measure. This inclusion will alleviate a similar fate of the licensed 
Mechanical Administrators since this licensing board v/ould expire on June 
30,1993.

An Electrical Administrator is a master electrician charged with overseeing 
the proper installation of el .ctrical work done by journeyman and apprentice 
electricians. They are certified and licensed by the State to provide protection 
and safety of the people and property in the state from the danger of 
improperly installed electrical wiring and equipment.

W ithout Electrical Administrators there is an increased and unnecessary risk 
of improperly installed electrical systems.



B IL L  N O : SCS CSSSHB 249(L&C) D A T E : April 29, 1993

TITLE: Electrical/Mechanical Tradespersons CONTACT: Arbe Williams
465-2700

Prior to the inception of the adm inistra tor program, the only qualification to be an 
electrical or mechanical contractor was to have the money to purchase the license. 
In an  attem pt to save time and money, some contractors will ask, or demand, th a t 
their employees take short cuts w ith the materials used and how they are installed. 
The resu lt io an  unacceptable risk  to the public of life threatening substandard 
electrical and mechanical installations.

Currently, there are 616 licensed electrical administrators and 605 licensed 
mechanical adm inistrators who are, by statute, responsible for the installation of 
electrical and mechanical ystems to ensure th a t the systems are installed using the 
proper m aterials and procedures according to nationally accepted codes adopted by 
the state. The sta te  cannot afford to replace these administrators and assure th a t the 
public is safe from the very real danger of improperly installed electrical wiring and 
equipment, improperly installed mechanical systems and the use of unacceptable 
m aterials in  the installations.

The Electrical Exam iners Board sunsetted June 30,1992; the Mechanical Exam iners 
Board is scheduled to sunset June 30 of this year. There was a perception th a t the 
boards lim ited th e  ability of the public to obtain a license and th a t the administrator, 
once licensed, could assign the license for a fee without taking any responsibility for 
the work performed under the license. The adm inistrators were not serving their 
purpose.

SCS CSSSHB 249(L&C) proposes a temporary solution to the problems associated 
w ith the adm inistrator licenses while m aintaining the program for the protection of 
the public. For greater efficiency and effectiveness, the bill proposes to consolidate 
the licensing and enforcement functions of the adm inistrators program by 
transferring the Board of Mechanical Examiners from the Departm ent of Commerce 
& Economic Development and establishing the Board of Electrical Exam iners in  the 
D epartm ent of Labor.

The D epartm ent of Labor supports th is legislation and urges passage th is session.

POSITION PAPER/Department o f Labor

APPROVED:

Cha ^



DEPARTMENT OF LABOR

SECTIONAL A N A LYS IS
SENATE COMMITTEE SUBSTITUTE FOR 

COMMITTEE SUBSTITUTE FOR SPONSOR SUBSTITUTE FOR 
HOUSE B IL L  NO. 249 (LABOR & COMMERCE)

"An Act reestablishing the Board of Electrical Examiners and 
extending the termination date of the Board of Mechanical 
Examiners; relating to electrical and mechanical administrators; 
and providing for an effective date."

Sections 1 & 2, 10, 13 through 19 and 21.

Establishes the Board of Mechanical Examiners and the Board of 
Electrical Examiners in the Department of Labor.

*These amendments were made in response to support for 
consolidation of the licensing ard enfor .ement of the administrator 
.licenses in the Department of Labor.

Section 3.
Extends the Board of Mechanical Examiners two years to June 30,
1994.

*This amendment was made in order to provide that the problems
associated with the licensing and performance of electrical and
mechanical administrators is addressed next year.

Section 4.
Reestablishes the Board of Electrical Examiners with a sunset date 
of June 30, 1994.

*This amendment was made in order to provide that the problems
associated with the licensing and performance of electrical and
mechanical administrators is addressed next year.

Section 5.
Establishes the membership of the Board of Electrical Examiners, 
replacing an electrical administrator with a professional engineer 
and providing for geographical distribution of the membership.

Section 6.
Provides for the terms of the members of the Board of Electrical 
Examiners.

Section 7.
Restates the law that requires that a person may not act as an 
electrical administrator without a license unless excluded by other 
provisions of the law.



DEPARTMENT OF LABOR 
SECTXCNAL A N A LY S IS
SC S  CSSSHB 2 4 9 (L& C ) P a g e  2
Section 8.
E x t e n d s  t h e  p e r i o d  b y  t w o  y e a r s  u n d e r  w h i c h  a n  e l e c t r i c a l  

a d m i n i s t r a t o r  l i c e n s e  c a n  b e  l a p s e d  a n d  t h e  h o l d e r  i s  n o t  r e q u i r e d  

t o  t a k e  a n  e x a m i n a t i o n .

*This amendment was made by the Chair of the House State Affairs 
Committee to accommodate those electrical administrators whose 
licenses lapsed in August of 1991 and who have not had a mechanism 
to renew the license within the two year period.

Section 9.
Provides that a violation of the provisions of AS 08.40.010- 
08.40.200 constitutes a violation subject to a maximum fine of $300 
for an individual upon conviction.

Section 11.
C h a n g e s  t h e  m e m b e r s h i p  o f  t h e  B o a r d  o f  M e c h a n i c a l  E x a m i n e r s ,  

r e p l a c i n g  a  m e c h a n i c a l  a d m i n i s t r a t o r  w i t h  a  p r o f e s s i o n a l  e n g i n e e r  

a n d  d e l e t i n g  s p e c i f i c  r e s i d e n c y  r e q u i r e m e n t s .

Section 12. .
R e s t a t e s  t h e  l a w  t h a t  r e q u i r e s  t h a t  a  p e r s o n  m a y  n o t  a c t  a s  a n  

m e c h a n i c a l  a d m i n i s t r a t o r  w i t h o u t  a  l i c e n s e  u n l e s s  e x c l u d e d  b y  o t h e r  

p r o v i s i o n s  o f  t h e  l a w .

Section 20.
Provides that a violation of the provisions of AS 08.40.210- 
OS. 40.490 constitutes a violation subject to a maximum fine of $300 
for an individual upon conviction.

Section 22.
A l l o w s  t h e  b i l l  t o  a d d r e s s  m o r e  t h a n  o n e  b o a r d .

Section 23.
Provides for a transition for electrical administrator licenses; 
extends the membership of the Board of Mechanical Examiners until 
the Governor appoints a new board; and provides for the transition 
of the functions of the boards from the Department of Commerce & 
Economic Development to the Department of Labor.

Section 24.
P r o v i d e s  f o r  a n  i m m e d i a t e  e f f e c t i v e  d a t e .

* T h i s  a m e n d m e n t  w a s  m a d e  i n  o r d e r  t o  a l l o w  e l e c t r i c a l  

a d m i n i s t r a t o r s  t o  r e n e w  t h e i r  l i c e n s e s  a s  s o o n  a s  p o s s i b l e .



Revision Date:

STATE OF ALASKA
1993 LEGISLATIVE SESSION

Title: An Act reestablishing the 8oard of Electrical Examiners and 
extercino the termination date ol ‘he Board of Mechanical Examiners

Soonsor: Representalive G. Davis________________________________
-equestor House Labor & Commerce_______________ ____________

EXPENDITURES/REVENUES:

Nc.. JL
Sill V e r s i o n :  C S S S H B  g a q f R T A l 

(H) Publish Date :47 2 0 / 9 3
  Department Affected: Commerce and Economic Development

BRU: Cccuoational Licensing____________________________________

FISCAL NOTE

Comoonent: Operations

COMPONENT SERIAL NO. 1844

OPERATING FY 94 FY 95 FY 96 FY 97 FY 98 FY 99
i PERSONAL SERVICES 51.4 51.4 51.4 51.4 51.4 51.4
! TRAVEL 12.6 12.6 12.6 12.6 12.6 12.6

SCNTRACTUAL 12.0 12.0 12.0 12.0 12.0 12.0
! SUPPLIES 1.0 1.0 1.0 1.0 1.0 1.0
i EQUIPMENT
! LAND & STRUCTURES
i GRANTS, CLAIMS
j MISCELLANEOUS
I TOTAL OPERATING 77.0 77.0 77.0 77.0 77.0 77.0

1 CAPITAL

I REVENUE •
i FUND SOURCE: 77.0 77.0 77.0 77.0 77.0 77.0

FUNDING:
| ’ 002 Federal Receipts
| 1003 GF Match
! -004 GF
! 1005 GF/Program Receipts 77.0 77.0 77.0 77.0 77.0 77.0
| 1006 GF/MHT1A
I OTHER i* /•
1 TOTAL 77.0 77.0 77.0 77.0 77.0 77.0

POSITIONS:
! FULL-TIME 1 1 1 1 1 1
i PART-TIME (1) (1) (D (1) (D (1)
i TEMPORARY

Estimate of current year (FY 93) impact: None
•

ANALYSIS: (Attach a separate page if necessary.) 
SEE ATTACHED

■ k

Prepared by: Karl Luck. Director Phone: 465-2538
Division: OccuDational Licensina Date: 4/20/93

Approved by Commissioner: Paul Fuhs / / i t ' / >

Agency: Commerce and Economic Development Date

PREPN.GR TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
COMMITTEE  C O P ^  further distribution information call the Governor's Legislative Office 
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FISCAL NOTE
No._ ^_
B i l l 1 ;sion:___SSHE_2A2-

Revision Date:___________________
Title:

STATH OF ALASKA
1993 LEGISLATIVE SESSION

Spon so r
Requestor: House Lab o r & Commerce

(H) Publish Date: 3 / 3 1 / 9 3

Labor
E lectrical/Mechanical T radespe rson s

Representative G. Davis

Department Affected:
BRU: Labor S tanda rd s  & Sa fe ty
Component: M echanical Inspection

COMPONENT SER IAL NO. 3 4 6

OPERATING FY 94 FY 95 FY 96 FY 97 FY 98 FY 99
PERSONAL SERV ICES
TRAVEL
CONTRACTUAL
SUPPL IES
EQUIPMENT
LAND & STRUCTURES
GRANTS,CLAIMS
MISCELLANEOUS

100.8 100.8 100.8 100 .8 100 .8 100.8
10.0 10.0 10.0 10.0 10.0 10.0
39.6 29.0 29.0 29 .0 29.0 29.0
7.6 7.6 7.6 7 .6 7.6 7 .6
7.0

TOTAL OPERATING 165.0 147.4 147.4 147 .4 147 .4 147 .4

CAPITAL

REVENUE 165.0 165.0 165.0 165 .0 165 .0 165 .0
FUND SOURCE : PR #1005 PR  #1005 PR  #1005 PR  #1005 PR #1005 PR  #1005

FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipt
1006 GF/MHTIA 
Other

165.0 147.4 147.4 147 .4 147 .4 147 .4

TOTAL 165.0 147.4 147.4 147 .4 147 .4 147 .4

POSITIONS:
*

FULL-TIME 2.0 2.0 2.0 2.0 2.0 2.0
PART-TIME
TEMPORARY

Estimate of current year (FY93) impact: S None
ANALYSIS: (Attach a separate page if necessary)

(see attached)

Prepared by: Donald G. S tudy, CSP, D irector
Division: Labor S tandards & Safety_______

Approved by Commissioner: Charles W. Mahle
Agency: Department o f Labor

Phone 
Date :

Date:

465 -6003
3/29/93

3/29/93

PREPARER TO  PROVIDE ALL DISTRIBUTION COP IES TO GOVERNOR'S LEGISLATIVE O FF ICE
For L ither distribution information call the Governor's laois lative Office

C O M M I T T E E  c o p y Page 1 of 4



Revision Date:

STATE OF ALASKA
1993 LEGISLATIVE SESSION

Title: An Act reestablishing the 8oard of Electrical Examiners and 
ixtercino the termination date of the Board of Mechanical Examiners

Sponsor: Representative G. Davis________________________________
Requestor House Labor & Commerce____________________________

N c.. _L
Sill Version: CSSSHB H S jLSJHA) 
(H) Publish Date:4 / 2 0 / 9 3

  Department Affected: Commerce and Economic Development______
BRU: Occupational Licensing_____________________________________

FISCAL NOTE

Component: Operations

COMPONENT SERIAL NO. 1844

EXPENDITURES/REVENUES:
OPERATING FY 94 FY 95 FY 96 FY 97 FY 98 FY 99

i PERSONAL SERVICES 51.4 51.4 51.4 51.4 51.4 51.4
1 TRAVEL 12.6 12.6 12.6 12.6 12.6 12.6

CONTRACTUAL 12.0 12.0 12.0 12.0 12.0 12.0
! SUPPLIES 1.0 1.0 1.0 1.0 1.0 1.0
. EQUIPMENT
1 LAND & STRUCTURES
i GRANTS, CLAIMSi ’
i MISCELLANEOUS
! TOTAL OPERATING 77.0 77.0 77.0 77.0 77.0 77.0

CAPITAL

l REVENUE •
! FUND SOURCE: 77.0 77.0 77.0 77.0 77.0 77.0

FUNDING:
*002 Federal Receipts

I 1003 GF Match
i 1004 GF
! 1005 GF/Program Receipts 77.0 77.0 77.0 77.0 77.0 77.0
! 1006 GF/MHT1A
i OTHER
! TOTAL 77.0 77.0 77.0 77.0 77.0 >7.0

POSITIONS:
FULL-TIME 1 1 1 1 1 1
PART-TIME (1) (D (D (1) (1) | d )
TEMPORARY

Estimate of current year (F /  93) impact: None
ANALYSIS: (Attach a separate page if necessary.) 
SEE ATTACHED

7

A ”

Prepared by: Karl Luck. Director Phone: 465-2538
Division: Occupational Licensing Date: 4/20/93

Approved by Commissioner Paul Fuhs y  / /  / • f '  •—

Agency: Commerce and Economic Development Date: ^

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE COMMi T J  EE  ûr^ er distribution information call the Governor's Legislative Office
Rev 11/92
i»t07Si.ci
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STATE OF ALASKA
1993 LEGISLATIVE SESSION

ANALYSIS: (continued)

1 CS for Sponsor Substitu te for HB 249 recreates the'Board of Electrical Exam iners which was sunset 
in 1991. The following cost increases are for Electrical Adm inistrators (EA) licenses and regulation 
projects associated w ith the change to statute, plus division cost for a dministra tion  of board. A 
licensing examiner position (PCN 2076) is reclassed from part-time to full-time position since 
previous EA licensing examiner position was reassigned to cover four additional licensing functions 

I assigned in SLA 92 w ith no position increase. Mechanical Adm inistrator (MA) licensing function is 
currently budgeted for in  FY 94; na additional funds are required. All funds are program receipts 
from electrical adminis tra to r fees. No general funds are required.

P ersona l Serv ices
PCN'Loan 2076 reclassed part-time - full-time $19.4
Adm in is t ra t iv e  costs . 32.0

Subtotal $51.4

Travel
(Board) 4 meetings @ $2.8 per 11.2
Out-of-state to professional 

(national) meeting 1.4

Subtotal 12.6

C on trac tu a l Serv ices
Exams - 4 per year @ $2.5 ea. 10.0
Prin ting 1.5
Mail -5

Subtotal 12.0

S upp lie s  . 1.0
Subtotal 1-0
TOTAL $77.0

Revenue 616 licensees @ $250 ea. divided by 2 
(biennial period)

’ i b . t -

BILL NO. CSSSHB 249
FISCAL NOTE

dgl/207fn .o l Page 2 of _2



Revision Cate:_________________________________________
Title: E lectrica l/M echanical T radespe rson s

FISCAL NOTE
S T A T E  O F  A L A SK A
1 9 9 3  L E G ISL A T IV E  S E S S IO N

Sponsor: R ep resen tative G. Davis
Hequestor: H ouse Labo r & Commerce

EXPENDITURES/REVENUES: ______________  (Thousands of Dollars)
OPERATING FY 94 FY 95 FY 96 FY 97 FY 98 FY 99

PERSONAL SERV ICES
TRAVEL
CONTRACTUAL
SUPPL IES
EQUIPMENT
LAND & STRUCTURES
GRANTS.CLAIMS
MISCELLANEOUS

100.8 100.8 100.8 100 .8 100.8 100.8
10.0 10.0 10.0 10.0 10.0 10.0
39.6 29.0 29.0 29 .0 29.0 29.0
7.6 7.6 7.6 7 .6 7.6 7.6
7.0

TOTAL OPERATING 165.0 147.4 147.4 147 .4 147.4 147.4

Department Affected: Labor___________________
BRU: Labor S tanda rd s & Safety___________
Component: Mechanical Inspection

COMPONENT SER IAL NO. 3 4 6

(H) Publish H a t e :  3 / 3 1 / 9 _ 3

No._ L_
B il l ; . 's i o n :_ _ £ £ H B _ 2 A 3 —

CAPITAL

REVENUE 165.0 165.0 165.0 165 .0 165.0 165.0
FUND SOURCE : PR  #1C !5 PR  #1005 PR  #1005 PR  #1005 PR  #1005 PR #1005

FUNDING:______________________  (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipt
1006 GF/MHTIA 
Other

165.0 147.4 147 .4 147 .4 147 .4 147.4

TOTAL 165.0 147.4 147.4 147 .4 147.4 147.4

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

2.0 2.0 2.0 2 .0 2.0 2.0

Estimate o f current year (FY 93) impact: S None 
ANALYSIS: (Attach a separate page if necessary)

(see attached)

Prepared by: 
Division:

Donald G. S tudy, CSP, D irector
Labor S tanda rd s & Safety

Phone 
D a te :

465-6003
3/29/93

Approved by Comm issicrer: Charles W. Mahle
Agency: Departm ent o f Labor  V Date: 3/29/93

PREPARER TO  PROVIDE ALL DISTRIBUTION COP IES TO GOVERNOR'S LEG ISLAT IVE OFF ICE
For further distribution information call the Governor's Legislative Office

O m i T T E E Paae 1 of 4



Fiscal Note Analysis for 
"An Act relating to... transfer o f Electrical and Mechanical Administrators 

licensing and enforcement to the Department of Labor..."

This bill would place responsibility on the Mechanical Inspection component of the Department 
of Labor for the licensing and enforcement functions of the Electrical Examiners Board which 
sunsetted June 30, 1992 and of the Mechanical Examiners Board which is due :n 'unset June 30; 
1993. In addition the bill would allow the department to change the time periods for certificates 
of fitness by regulation. Currendy certificates are for one or three years as set in statute, the 
department would phase in two year certificates in an effort to stabilize annual revenues.

Certificates for electrical and mechanical administrators would be issued and enforced under the 
department’s Certificates of Fitness program. Two full dme positions would be needed to 
investigate violations, enforce the certificate requirements and provide clerical and administrative 
support iO the program.

An Investigator II position would be established to provide application review, investigation of 
violations and enforcement of the certificate requirements, including the preparation and 
presentation of cases for hearings or appeals and actions in court to enforce statutory compliance.

A Clerk Typist Eli position would provide clerical support necessary to the operation of the 
program. Duties would include: implementation of a computerized photo-identification licensing 
system to issue licenses and collect & maintain records of fees; issue and receive certificate of 
fimess application forms; assist with testing applicants; and answer routine questions from the 
public.

Travel funds would be required to allow the Investigator to travel to work sites to investigate 
alleged violations and to enforce licensing requirements. Also included is funding for a Hearing 
Officer to travel between Juneau, Anchorage, and Fairbanks to conduct hearings and appeals.

Additional contractual and commodity expenses would also be incurred by the two positions for 
phones, space, vehicle lease, office supplies, and other normal position costs. In addition funds 
for program costs such as mass mailings to licensees, forms production and mailing, third party 
testing services, and legal support have been included. Also, one time contractual funding for 
computer programming to integrate the licensing functions into the departments licensing system 
is also required.

Equipment needed would-be two personal computers, telephones, desks, and chairo.

Revenue from testing and licensing is expected to fund these program costs. The revenue 
estimates are:

Electrical Administrators - 600 licenses x $125.00 fee = $75,000
Mechanical Administrators - 600 licenses x $125.00 fee = $75,000
Examination - 150 applications x 2 categories x $50.00 fee = $15,000

Total estimated revenue = $165,000.00

An effective dare of July I, 1993 is assumed.

S 3  H B  3 . ^

Page 2 of 4



!*uiitt«»j| f l l k
Investigator II

No.of Positions
1

Range/Step
16 M

lla rg . Uii'i
e c u

1 line Slants
Sul! Time

Sta ff Months
12

Location
Anchorage

Flection lJistiicl , ,
7

Type i>f Expenditure
Salary
llen.fils
I'rcinii-n I ’ay
O tha

Total Personal Services

$49,860
18,233

Tiav.l
(Tii.ir actual
1'iumim.lities
I : i | i i i |» in e m

(llliei

Total Cost
Funding Suurcc fo r  Tota l Cost

le d .ia l Receipts 1002

t’i. I:. Match 1 0 0 3

(ieueial l'tintl 100J

l - A  R e c e ip ts 1 0 0 7

( i l ;  Program Receipts 1005

A m o u n t Justification
~ rrT i

; i l v I i ■ r  \r ?"!.
Wi fr- J- } .

A ' ” . *i

$68,093
6 , 0 0 0

8,000
500

3,500

$86,093

86,093
      .  —  — •, jt rn

’V.

. ■ i I s % ) .

11  f f i jV H r

This position will provide (lie following services: 
application review and approval; licensing enforcement 
and investigation of violations; will issue cease and desist 
orders, subpoenas, and stop work orders when necessary; 
will prepare and present cases for hearings or appeals; 
and will bring actions to court to enforce compliance with 
statutes.

Travel funds would cover costs of travel around the slate 
to investigate persons who may lie engaging in a violation 
of tills licensing program.

Contractual costs include postage, phone, space rent, and 
other per employee costs. Also Included are funds to 
lease a vehicle for the Investigator to use in performance 
of the position duties.

Commodities cover normal office supplies for this position.

Kquipmc'it is fo ra  personal computer, desk and chair and 
is a one time cost.

Request For 
New Position

Agency Labor
BRU Labor Standards & Safety

Component Mechanical Inspection
Page 3 o f 4
Revised Date

FY 94 U
c 

9H 
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r
T it le

* lim e .'ituliis
I'ull Time

C lerk  T ypist III
S t a f f  M o n th s

1 2

T y p e  of Expend i tu re
Stildiy
licnellts
P r e m iu m  P a y

Oll.al

Total Personal Services

$ 2 1 , 9 9 6

1 0 , 6 7 9

Traxel
L'oi.h actual
('or.r.nodities
l:i|iii|iineiit
O th e r

Total Cost
Funding Source fo r Total Cost

Federal Receipts 1002

O. !•'. Match 1003
( la te ra l  Fund 1004
1-A Kcceipts 1 0 0 7

t IF Program ltecei|Us 1 (X)S
Oil, el

Amountfa--. m

f s r  
A lls
i k m m

Ut*.|.

$ 3 2 , 6 7 5

2 , 0 0 0

5 0 0

3 , 5 0 0

$ 3 8 , 6 7 5

3 8 , 6 7 5

. .  ;  : ‘  V \ :  i

; h  v  V y . ; ■ '• if ;'
: : ■ . ' ' ' -  • i :  f

■■■■:■ ' pfWik*. :'vftI,!v
■■ X'-

• S t .

t p|

f e i i
5:1 

R  - - If '  „

111
r M . i t

j
$  
i if'*
5'vf-S‘I

h f

S i :
S'-

$ 3

N o . o f  P e t i t i o n s K a n g e /S t e p

8  A
Location

Anchorage

liarg. Unit
C C D

Flection District

J u s t i f ic u t io n

This position will provide clerical support necessary to the 
operation of the program. Duties will include: collect and 
maintain records of fees; issue and receive application 
forms; issuing licenses; and answer routine questions from 
(he public.

Contractual costs include postage, phone, space rent, and 
other per employee costs.

Commodities cover normal office supplies for this position.

Equipment is for a personal computer, desk anti chair and 
is a one time cost.

Request For 
New Position

Agency Labor
BRU Labor Standards & Safety

Component Mechanical Inspection
Page 4 o f 4
Revised Dale

FY  94
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( 1 1 )

Date Referred: April 13, 1993
A

Date of Committee Action:

HOUSE COMMITTEE REPORT
FURTHER REFERRALS:

The FINANCE Committee considered: 

HOUSE BILL NO. 252 REFINANCING COMMERCIAL FISHING LOANS

HB 252

"An Act amending the Commercial Fishing Loan Act to authorize refinancing of existing loans made under that 
A ct"

RECOMMENDATIONS: 
be replaced w ith_______

[ ] the same title 
.[ ] a new title

[ ] have attached amendments(s)
[ ] do pass
( ] do not pass
[yyf no recommendations
[ ] individual recommendations
[ ] additional referral to th e ____ Committee

ADOPTS: letter of Intent

SIGNING DO PASS OTHER RECOMMENDATIONS

t o d o ' - -

Ho-ff me
M O a H v i - '

h J C V o C i W C

72>'rz5toAJ

ATTACHES NEW FISCAL NOTE(s): ^  APPROVES PREVIOUS:

[vf fiscal im pact. DC£Q____________________  [ ] fiscal note(s)______________________

[ 1 zero fiscal note  t [ ] zero fiscal note(s)



FISCAL NOTE

Revision Oata: A p r i l 2 0 ,  1 9  9 3
Title:
____________ Fishing Loans

STATE OF ALASKA
1993 LEGISLATIVE SESSION

BELL NO. CS H3 252 ( F IN )

Refinancing Commercial

Dept.Affected: Commerce £ Economic Devel 

"brU: Investments “

Component:
Sponsor:
Requestor:

Representative Moses
HOUSE FINANCE COMMITTEE

Ejcpgnditurss/RevanuBs:

C O M P O N E N T  SER IAL JHO.

(Thousands of Oollarsl

"0384

O PERATIN G i FY94 FY95 FY96 FY97 FY98 FY99
PERSONAL SERVICES. 8 3 . 0 0 0 0 0 0

TRAVEL 0 0 0 0 0 0

CONTRACTUAL 0 0 0 0 0 0

SUPPLIES 2 . 0 0 o 0 0 —  0

EQUIPMENT 0 0 0 0 0 0
LANO & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0

MISCELLANEOUS 0 0 0 0 0 0
T O T A L  O PER A TIN G 8 5 . 0 - 0 - - 0 - - 0 - - 0 - - 0 -

C A P ITA L - 0 - - 0- - 0 - - 0 - - 0 - - 0 -

REYEN U E FUND SOU RCE: 3 2 8 . 0  ri.6 3 8 llfl.6 3 8  . ]| Cl.638]| [1 ,638]| [l763 8 l
FU N D IN G : (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
Other

0 0 0 0 0 0

0 0 0 0 0 0

0 Q 0 0 0 0

0 0 0 0 0 0
0 0 0 0 0 0

8 5 . 0 0 0 0 0 0

T O T A L 8.5-, 0 - 0 - - 0 - - 0 - - 0 - - 0 -

P O S IT IO N S :
FULL-T1KE 2 0 0 . 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 0 0 0

Estim ita  i f  c a m a t y u r  (FY93) impact I

Approved by Commissioner  
Agency: _____

D ate

IfUv 11193 93(iwiojta08R

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES'TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information r i l l  th i Governor's Legisfativi Offica
Page of





Alaska S>tatE Slcgtslalurc
Representative Carl E. Moses

CHAIRMAN 
HOUSE SPECIAL FISHERIES COMMITTEE

CHAIRMAN 
HOUSE RULES COMMITTEE

SESSION:
CAPITOL BUILDING, ROOM 204 
JUNEAU. ALASKA 93801-1182 
PHONE: (907) 485-4451 
FAX: (907) 485-3445

MEMBER 
FINANCE SUBCOMMITTEES 

FISH AND GAME 
PUBLIC SAFETY

INTERIM:
P.O. BOX 109
UNALASKA, ALASKA 99685 
PHONE: (907) 581-1234 
FAX: (907) 581-2875

SPONSOR STATEMENT FOR 

HB 252
REFINANCING OF COMMERCIAL FISHING LOANS

I have introduced House Bill 252 to give the Department of 
Commerce the authority to refinance existing commercial fishing 
loans. Most of the 1,200 commercial fishe.men who now have state 
loans are paying 10.5% in interest rates. Regulations provide for 
new fixed rate loans at 2% above the bank prime rate. Since the 
current bank prime rate is 6%, current commercial fishing loans are 
now at 8% rates. However, the Department of Commerce has no 
mechanism to allow for current loans to be refinanced to take 
advantage of the lower interest rates that a*e currently available.

Commercial fishermen have been faced these past few years with 
low prices and unpredictable fish returns. Following the disastrous 
1991 salmon season, the Department of Commerce approved loan 
extensions for nearly half of the existing loans. More than 3000 
fishermen are reportedly in arrears this year to the Internal Revenue 
Service for back taxes. The commercial fishing industry is 
obviously in bad shape. Allowing fishermen to refinance their loans 
and reduce their monthly payments is one obvious way the 
legislature can he’p the industry out. Although there is a cost for 
such a refinancing program, there is sufficient cash flow in the 
revolving loan fund to accomodate it. Additionally, fishermen would 
have an easier time making their payments if their loans were at 
lower interest rates.

ADAK ■ AKUTAN • AMCHITKA • ATKA • ATTU - BELKOFSKI ■ CHERNOFSKI - CHIONIK - CHIGNIK LAGOON • CHIGNIK LAKE 
COLD BAY . DUTCH HARBOR • EGEGIK - EKWOK • FALSE PASS • IVANOF BAY • KING COVE - KING SALMON • KOLIGANEK • LEVELOCK • NAKNEK 

NELSON LAGOON . NEW STUYAHOK • NIKOLSKI • PEDRO BAY - PERRYVILLE • PILOT POINT • PORT HEIDEN • PORT MOLLER • SAND POINT 
SHEMYA • SQUAW HARBOR • SOUTH NAKNEK • ST. GEORGE ISLAND - ST. PAUL ISLAND - UGASHIK - UNALASKA • UNGA
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, j  j HB 252: "An act amending th e  Commercial
j Fishing Loan Act to authorize
i refinancing of existing loans m ade

under that Act."
3 m ■

This legislation would allow the Department to refinance existing 
loans in th e  Commercial Fishing Revolving Loan Fund to take 
advantage of lower in terest ra tes currently available. Almost all 

^ loans, more th an  1,200, currently on the booky were made a t 10.5%.
3 AAC 80.065(k) provides for new fixed ra te loans a t 2% above the 
bank prime rate. The current bank prime ra te  is 6%, making the 

■ mf/ i commercial fishing loan ra te 8%.
j A loan refinance is accomplished by originating a new loan under

a—  j currently available term s and paying off the existing loan debt. Fees
] generated will be in  excess of the adm inistrative costs estim ated for

s  > the program.
The reduction of 2.5% in in terest on the existing loans will result in 
more th an  a million and a ha lf dollars of reduced cash flow into the 
Commercial F ishing Revolving Loan Fund. This may lim it tho ability 
to meet loan demand in  fu ture years.
The Departm ent is neu tral on this legislation. This will resu lt in a 
general benefit to all fishers with existing loans in the program, but 
may resu lt in  funds not being available in the fu tu re to those for 
which the program  was designed to assist.
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Paul Fuhs, Coirimissioner 
Date: i . :



STATE OF ALASKA
1993 LEGISLATIVE SESSION

FISCAL NOTE
BELL NO. HB 252

March 25, 1993Revision Oate:______________________________________
Title: R e fin an c ing  Commercial F ish in g  Loans

Sponsor: R ep re sen ta t iv e  Moses_________________
Requestor: House Labor and Commerce___________

Department Affected: Commerce and Economic Development
BRU: Investments _
Component:_________________________________

COMPONENT SERIAL NO. 0384

EXPENDITURES/REVENUES:
OPERATING FY 94 FY 95 FY 96 FY 97 FY 98 ‘ FY 99

PERSONAL SERVICES ,+66^-5- 63.1) 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES -4-rO 30 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS o 0 0 0 0 0
TOTAL OPERATING - P f r r S  8>SO 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE C/F loan 
FUND SOURCE: , n,« 328.0 [1,638.0] [1 ,638.0] [1 ,638.0] [1 ,638.0] [1 ,638.0]

FUNDING:
1002 Federal Receipts 0 0 0 0 0 0

10r3 GF Match 0 0 0 0 0 0

1004 GF 0 0 0 0 0 0

1005 GF/Program Receipts 0 0 0 0 0 0

1006 GF/MHT1A 0 0 0 0 0 0

OTHERc/F L O A N  1 0 3 6 1-70t 5-$>S.O 0 0 0 0 0

TOTAL l-TQ-rS-SS.O 0 0 0 0 0
POSITIONS:
FULL-TIME — 0 0 0 0 0

PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year (FY 93) impact:.
ANALYSIS: (Attach a separate page if necessary.) 

See a tta ch ed .

Prepare J by:
Division:

M artin J, Richard

Investm ents
Approved by Commissioner Paul Fuhs 
Agency: Commerce 3nd Economr, Cev oomer

Phone:

Date:
465-2510

Oate:
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVF OFFICE

For further distribution information cal* the Governor's Legislative Office
Rev 11/92 Page J_of_3_



STATE OF ALASKA
1993 LEGISLATIVE SESSION

FISCAL NOTE

BELL NO. HB 252

AN ALYSIS: (continued)

This fiscal note assumes that this legislation will be effective In 

FY94. It will Impact approximately 1,200 existing loans In the 

Commercial Fishing Loan Program. The refinance of an existing loan Is 

accomplished by o riginating a new loan and paying off the existing debt.

Personal Services

Loan Examiner II - This position will coordinate the refinance program 

and be responsible for reviewing financial data and approving the 

origination of the new loan.

Loan C l oser I - These two positions will process the requisite loan 

documentation for the loan and the collateral securing the loan.

Accounting Tech. I - This position will prepare the necessary accounting 

documentation to pay off the existing loan to be refinanced.

Supplies

This cost 1s for general office supplies needed by the above noted staff. 

Revenue Fund Source

In FY94 $ 3 2 8 . 0  will be earned through loan origination fees of 1/27. of 

the loan amount. The Impact to the Commercial Fishing Revolving Loan 

Fund of this reduction from 10.5% loans to the currently available 87. 

loans 1s a p p r o x i m a t e l y  $1,638.0 per year. This Is a reuuctlon 1n 

cashflow to the Fund as a result of less Interest being paid 1n each 

subsequent year.

P*g* 2 o f 2



Position Title
Accounting Technician I

No. of Positions Range / Step Barg. Unit
1 12A GGU

Time Status
Full-Time

Staff Months
12 months

Location Election District 
Juneau

TYPE OF EXPENDITURE AMOUNT Justification
This position is needed to process the requisite loan documents to complete the refinance of an 
existing loan.

Salary 27.9
Benefits 12-2
Premium Pay
Other

Total Personal Services 40.1
Travel
Contractual
Commodities 1.0
Equipment
Other

Total Cost 41.1
FUNDING SOURCE FOR TOTAL COST

Federal Receipts 1002
G.F. Match 1003
General Fund 1004
I-A Receipts 1007
C1P Receipts 1061
Other C/F Loan 1036 41.1

R equest For 
N ew  Position

AGENCY Commerce and Economic Development

BRU Investments

COMPONENT Page  j  of  1______
Revised Date: March 25, 1993

| FY94 |



Position Title
Loan Closer I

No. of Positions Range / Step Barg. Unit
2' 10A GGU

Time Status Staff Months
Pail-Time 12 months

Location Election District 
Juneau

TYTE OF EXPENDITURE AMOUNT Justification
These positions are needed to process the requisite loan documents to complete the refinance of 
an existing loan.

Salary 24.8 49.6
Benefits 113 22.6
Premium Pay
Other

Total Personal Services 36.1 723
Travel
Contractual
Commodities 2.0
Equipment
Other

Total Cost 743
FUNDING SOURCE FOR TOTAL COST

Federal Receipts 1002
G.F. Match 1003 "
General Fund 1004
I-A Receipts 1007
C1P Receipts 1061
Other C/F Loan 1036 743

R equest For 
N ew  Position

AGENCY Commerce and Economic Development 

BRU Investm ents

[FY 94

COMPONENT
1 1 1I  Revised Date: March 25, 1993 |



Position Title
Loan Examiner II

No. of Positions Range / Step Barg. Unit
1 17A GGU

Time Status Staff Months
Full-Time 12 months

Location Election District 
Juneau

TYPE OF EXPENDITURE AMOUNT Justification
This position is needed to process the requisite loan documents to complete the refinance of an 
existing loan.

Salary 290
Benefits 153
lYemium Pay
Other

Total Personal Services 543
Travel
Contractual
Commodities 1.0
Equipment
Other

Total Cost 553
FUNDING SOURCE FOR TOTAL COST

Federal Receipts 1002
G.F. Match 1003
General Fund 1004
I-A Receipts 1007
CIP Receipts 1061
Other C/F Loan 1036 553

R equest For 
N ew  P osition

AGENCY Commerce and Economic Development

BRU Investments

COMPONENT 1 1 of 1 I
|  Revised Date: March 25,1993 |

I FY 94 |



Area K Seiners Association
P.O. Box 2399 Kodiak, Alaska 99615 

Phone 907/486-4686 FAX 907/486-7655

April 5, 1993
i

Representative Carl Moses 
Capitol
Juneau, AK 99801-1182 

Dear Representative Moses:

I w rite to you representing the 100 members of the Area K Seiners 
Association and would like to thank you for introducing HB 252.

In January and February, I contacted the Commissioner's office requesting 
their support in this m atter and brought it to the United Fishermen of Alaska 
table. I w asn't terribly pleased w ith the response I received from Martin 
Richard of DCED, but support from the fishing community has been 
unanimous!

The fisherm en of Alaska involved w ith the Commercial Fishing Loan 
program  need this bill badly. Many of us borrowed money based on the 
steady m arkets of the 80's. So much has changed that access to lower 
in terest rates is param ount to our economic survival!

Mr. Richard of DCED says it will reduce the am ount of money available to the 
loan fund and that the cost to the state of refinancing these loans will be 
high - $1.6 million. This may be true, but w ithout the ability to refinance, 
w hat will be the cost to the state of the many defaults on these loans?

The ability to refinance will also be consistent w ith the state policy 
concerning home loans. In  fact, the refinancing program with AHFC is a 
speed form w ith no new paperw ork required.

We fully support HB 252 and again, we thank you for your suport in a time 
of great difficulty for many of the state's commercial fishermen.

Bruce Schactier 
Board Member



UNITED FISHERMEN OF ALASKA

211 Fourth Street, Suite 112 
Juneau, Alaska 99801 

907/586-2820

MAR 29  1993

The Honorable Carl Moses 
House o f Representatives 
The Capitol Bui.ding, Room 204 
Juneau, Alaska 99801-1182

Dear Representative Moses:

United Fishermen of Alaska sincerely appreciates your introducing HB 252 "An Act amending 
the Commercial Fishing Loan Act to authorize refinancing of existing loans made under that 
Act" This bill would exempt a great many fishermen.

As you know, there are some fisheries and fishermen who are currently having a  real rough 
time financially. This bill would benefit many families in the state of Alaska who are struggling 
for existence right now.

Once again, thank you. If UFA can be of any assistance to you, please do not hesitate to call.

MEMBER ORGANIZATIONS
Alaska Crab Coalition • Alaska Longllne Fisherman's Association • Alaska Trailers Association • Area K Seiners Association 

Bering Sea Fishermen's Association • Bristol Bay Ddftnetters Association • Concerned Area “ M" Fishermen 
Cook Inlet Aquaculture Association • Cordova District Fishermen United . Kenai Peninsula Fishermen's Association 

North Pacific Fisheries Association • Northern Southeast Regional Aquaculture Association • Peninsula Marketing Association 
Petersburg Vessel Owners Association • Princo William Sound Aquaculture Corporation • Seafood Producers Cooperative 

Southeast Alaska Seiners Association • Southern Southeast Regional Aquaculture Association 
United Cook Inlet Drift Association • Western Alaska Cooperative Marketing Association

Sincerely,



HAP. 22  1993
WALTER J. HICKEL, GOVERNOR

DEPARTMENT OF COM M ERCE AND 
ECONOM IC DEVELOPM ENT

DIVISION OF INVESTMENTS

P . O . B O X  3 4 1 5 9  
3 0 3 2  V I N T A G E  B L V D .  
J U N E A U ,  A L A S K A  9 9 8 0 3 - 4 1 5 9  
P H O N E :  ( 9 0 7 )  7 9 0 - 2 6 9 3  
F A X :  ( 9 0 7 )  7 9 0 - 2 7 8 1

March 18, 1993

The Honorable Carl Moses 

Alaska House of Representatives 

State Capital, Room 204 

Juneau, AK 99801-1182

Dear Representative Moses:

As requested by Molly McCammon from your staff, we have done some 

analysis of the costs Involved 1n amending the Commercial Fishing loan 

program to Include refinancing of existing loans. The majority of 

loans In o ur portfolio were made at 10.5X, resulting 1n an annual 

return of Interest to the fund of approximately $6,879,000. If 

refinancing were allowed, the Interest rate on these loans would be 

reduced to 8% resulting 1n a reduction o f  $1,638,000 In Interest 

payments to the fund each year. In addition, there would be an 

administrative cost Involved 1n refinancing approximately 1,200 

loans. Even with a streamlined program, there would be a cost of, at 

least, $210,000 1n the first year. It should be noted that under 

current regulations a commitment fee paid by the borrower at closing 

would o ffset this expense by providing approximately $328,000 to the 

loan fund.

Refinancing existing loans, 1f allowed, would reduce the Interest paid 

by the borrowers. It would also, however, substantially reduce the 

cash flow Into the loan fund, potentially jeopardizing the "revolving" 

nature of the fund, which has not had an Infusion of General Fund 

dollars since 1985. Reduced payments Into the fund may lessen our 

ability to m e e t  the needs of those fishers who need loans to finance 

permit and vessel purchases.

Please contact me at 465-2510 1f you have any further questions.

cc: Paul Fuhs, Commissioner
Department of Commerce and Economic Development
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S 'ENATF- f  INANQE COMMITTEE REPORT
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DATE: 4/23/93 FURTHER:

DATE TURNED INTO OFFICE: jT  ~ 3 -  % 3

The Finance Committee considered HOUSE BILL NO. 252
.

"An Act amending the Commercial Fishing Loan Act to authorize refinancing of existing loans made 
under that Act."

and recommends:

[ ] replace with ^ 5  CS A / S

or [ ] adopt prev;ous CS

[ ] attaches amendment(s)

[« fa d o p ts ______

[ ] further referral to th e ___

[ v̂ cJo pass 

[ ] do not pass 

[ ] no recommendation 

[ ] individual recommendations
NEW FISCAL NOTES

.(FINANCE) 

1  )

Letter of Intent

H I - 1

PREVIOUS FISCAL NOTES 
Department Date

[ ] . same title 
[ ] new title 
[ ] technical 
title change 
(HB only)

Zero Fiscal

[ ] Appropnation No Fiscal Note



LETTER OF INTENT for SCSHB 252

S e n a t e  F i n a n c e  C o m m i t t e e  d a t e d  M a y  3 ,  1 9 9 3

I t  i s  t h e  i n t e n t  o f  t h e  L e g i s l a t u r e  t h a t  r e f i n a n c e d  l o a n s  

u n d e r  t h e  t e r m s  o f  t h i s  b i l l  a r e  t o  b e  a c c o m p l i s h e d  w i t h  a s  l i t t l e  

p a p e r w o r k  a n d  t i m e  a s  i s  p o s s i b l e .



STATE OF ALASKA
1993 Legislature

B I L L  V E R S I O N :  S  C S  H B  2 5 2  

P U B L I S H  D A T E :  5 - 3 - 9 3

F I S C A L  N O T E

R e v i s i o n  D a t e :  5 / 3 / 9 3 ____________ A f f e c t e d  A g e n c y :  D C & E D

T i t l e :  R e f i n a n c i n g  C o m m e r c  B R U :  I n v e s t m e n t s ______________

F i s h i n g  L o a n s

S p o n s o r :  R e p .  M o s e s _________________ C o m p o n e n t s : ______________________________

R e q u e s t o r :  S e n a t e  F i n a n c e  C o m p . S e r .  N o .  0 3 8 4 __________

E X P E N D I T U R E S / R E V E N U E S :  ( T H O U S A N D S  O F  D O L L A R S )

O P E R A T I N G F Y  9  4 F Y  9 5 F Y  9  6 F Y  9 7 F Y  9 8 F Y  9 9

P e r s o n a l  S e r v i c e s

T r a v e l

C o n t r a c t u a l

S u p p l i e s

E q u i p m e n t

L a n d  & S t r u c t u r e s

G r a n t s ,  C l a i m s

M i s c e l l a n e o u s

T O T A L  O P E R A T I N G

4 0 . 1 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

1 . 0

4 1 . 1 • 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

C A P I T A L

*

R E V E N U E 3 2 8 . 0 - 1 6 3 8 . 0 - 1 6 3 8 . 0 - 1 6 3 8 . 0 - 1 6 3 8 . 0 - 1 6 3 8 . 0

F U N D I N G :  ( T H O U S A N D S  O F  D O L L A R S )

G e n e r a l  F u n d

o
•

o oo o
•

o o
•

o oo o
•

o

F e d e r a l  F u n d

O t h e r 4 1 . 1

T O T A L 4 1 . 1

o
•

o oo o
•

o oo oo

P O S I T I O N S :
•

• •

F u l l - T i m e 1 0 0 0 0 0

P a r t - T i m e

T e m p o r a r y

E s t . o f  F Y 9 3  i m p a c t :  0 . 0

A N A L Y S I S :  ( A T T A C H  A  S E P A R A T E  P A G E  I F  N E C E S S A R Y )

A l l o w  1  A c c o u n t i n g  T e c h n i c i a n  @ $ 2 7 . 9  p l u s  

b e n e f i t s  @ $ 1 2 . 2  f o r  t o t a l  o f  $ 4 0 . 1 .

r T S )
V  ( A  v  e — \

P r e p a r e d  B y :  C o - C h a i r r — P e ^ r f c e D a t e :  5 / 3 / 9 3

S e n a t e  F i n a n c e  C o n r t M t t e e

y J r i ^ ^ —

P h o n e :  4 6 5 - 4 9 9 3

P r e p a r e d  B y :  C o - C h a i r  F r a n k D a t e :  5 / 3 / 9 3

S e n a t e  F i n a n c e  C o m m i t t e e  P h o n e :  4 6 5 - 3 7 0 9

PAGE 1 OF 1



LETTER OF INTENT for SCSHB 252

S e n a t e  F i n a n c e  C o m m i t t e e  d a t e d  M a y  3 ,  1 9 9 3

I t  i s  t h e  i n t e n t  o f  t h e  L e g i s l a t u r e  t h a t  r e f i n a n c e d  l o a n s  

u n d e r  t h e  t e r m s  o f  t h i s  b i l l  a r e  t o  b e  a c c o m p l i s h e d  w i t h  a s  l i t t l e  

p a p e r w o r k  a n d  t i m e  a s  i s  p o s s i b l e .



SESSION:

CAPITOL BUILDING, ROOM 204 

JUNEAU. ALASKA 99801-1182 
PHONE: (907) 465-4451 

FAX: (907) 465-3445

INTERIM:

P.O. BOX 109

UNALASKA, ALASKA 99685 

PHONE: (907) 581-1234 

FAX: (907) 581-2875

HB 252
REFINANCING OF COMMERCIAL FISHING LOANS

I have introduced House Bill 252 to give the Department of 
Commerce the authority to refinance existing commercial fishing 
loans. Most of the 1,200 commercial fishermen who now have state 
loans are paying 10.5% in interest rates. Regulations provide for 
new fixed rate loans at 2% above the bank prime rate. Since the 
current bank prime rate is 6%, current commercial fishing loans are 
now at 8% rates. However, the Department of Commerce has no 
mechanism to allow for current loans to be refinanced to . take 
advantage of the lower interest rates that are currently available.

Commercial fishermen have been faced these past few years with 
low prices and unpredictable fish returns. Following the disastrous 
1991 salmon season, the Department of Commerce approved loan 
extensions for nearly half of the existing loans. More than 3000 
fishermen are reportedly in arrears this year to the Internal Revenue 
Service for back taxes. The commercial fishing industry is 
obviously in bad shape. Allowing fishermen to refinance their loans 
and reduce their monthly payments is one obvious way the 
legislature can help the industry out. Although there is a cost for 
such a refinancing program, there is sufficient cash flow in the 
revolving loan fund to accomodate it. Additionally, fishermen would 
have an easier time making their payments if their loans were at 
lower in terest rates.

CHAIRMAN 

HOUSE RULES COMMITTEE

CHAIRMAN 

HOUSE SPECIAL FISHERIES COMMITT 6

MEMBER 

FINANCE SUBCOMMITTEES 

FISH ANO GAME 
PUBLIC SAFETY

Alaska #tatc Skgislaturc
Representative Carl E. Moses

SPONSOR STATEMENT FOR

ADAK - AKUTAN ■ AMCHITKA • ATKA •  ATTU • BELKOFSK1 - CHERNOFSKI • CHIGNIK •  CHIGNIK LAGOON • CHIGNIK LAKE 

COLD BAY • OUTCH HARBOR •  EGEGIK •  EKWOK • FALSE PASS • IVANOF BAY - KING COVE • KING SALMON • KOUGANEK • LEVELOCK - NAKNEK 

NELSON LAGOON - NEW STUYAHOK • NIKOLSKI •  PEDRO BAY - PERRYVILLE • PILOT POINT •  PORT HEIDEN • PORT MOLLER - SAND POINT



HB 252 R e f in a n c in g  of C om m e r c ia l  F i s h in g  Loans  
S p o n s o r e d  by Rep resen ta t iv e  Car l M o se s

Adm inistration contact:

Martin Richard, Director 
Division of Investments
Department of Commerce and Economic Development 
4 6 5 -2 5 1 0
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WALTER J. HICKEL, GOVERNOR1 u ■_= .ti u LTULi=u“U ^ ' vi L~]
DEPARTMENT OF COM M ERCE AND 

ECONOM IC DEVELOPM ENT
DIVISION OF INVESTMENTS

MAP 2 2  1993
P . O .  B O X  3 4 1 5 9  
3 0 3 2  V I N T A G E  B L V D .  
J U N E A U .  A L A S K A  9 9 8 0 3 - 4 1 5 9  
P H O N E :  ( 9 0 7 )  7 9 0 - 2 6 9 3  
F A X :  ( 9 0 7 )  7 9 0 - 2 7 0 1

March 18, 1993

The Honorable Carl Moses 

Alaska ’louse of Representatives 

State Capital, Room 204 

Juneau, AK 99801-1182

Dear Representative Moses:

As requested by Molly McCammon from your staff, we have done some 

analysis of the costs Involved 1n amending the Commercial Fishing loan 

program to Include refinancing of existing loans. The majority of 

loans in our p ortfolio were made at 10.5%, resulting 1n an annual 

return of Interest to the fund of approximately $6,879,000. If 

refinancing were allowed, the Interest rate on these loans would be 

reduced to 8% resulting 1n a reduction of $1,638,000 in Interest 

payments to the fund each vear. In addition, there would be an 

administrative cost involved 1n refinancing approximately 1,200 

loans. Even with a streamlined program, there would be a cost of, at 

least, $210,000 I n ' t h e  first year. It should be noted that under 

current regulations a commitment fee p a l d ^ b y  the borrower at closing 

would offset this expense by providing approximately $328,000 to the 

loan fund.

Refinancing existing loans, if allowed, would reduce the interest paid 

by the borrowers. It would also, however, substantially reduce the 

cash flow Into the loan fund, potentially jeopardizing the "revolving" 

nature of the fund, which has not had an Infusion o f  General Fund 

dollars since 1985. Reduced payments Into the fund may lessen our 

ability to meet the needs of those fishers who need loans to finance 

permit and vessel purchases.

Please contact me at 465-2510 1f you have any further questions.

cc: Paul Fuhs, C o mmissioner

Department of Commerce and Economic Development
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HB 252: "An act amending the  Commercial
F ishing Loan Act to authorize 
refinancing of existing loans made 
under th a t Act." .

This legislation would allow the D epartm ent to refinance existing 
loans in the Commercial Fishing Revolving Loan Fund to take 
advantage of lower in terest ra tes currently available. Almost all 
loans, more th an  1,200, currently on the books were made a t 10.5%. 
3 AAC 80.055(k) provides for new fixed rate  loans a t  2% above the 
bank prime rate. The current bank prime ra te  is 6%, m aking the 

■'sg/ commercial fishing loan ra te  8%.

A loan refinance is accomplished by originating a new loan under 
currently available term s and paying off the existing loan debt. Fees 

> generated will be in  excess of the adm inistrative costs estim ated for
j the program.

I The reduction of 2.5% in  in terest on the existing loans will result in
«  j more th an  a million and a half dollars of reduced cash flow into the

0 |  Commercial Fishing Revolving Loan Fund. This may lim it the  ability
I to m eet loan demand in  future years.

^  i The D epartm ent is neu tra l on th is legislation. This will resu lt in  a
general benefit to all fishers w ith existing loans in the program, but 
may resu lt in funds not being available in the future to those for 

} which the program w as designed to assist.

-  0

-  £  

"  £ .

%  C  w

Paul Fuhs, Commissioner 

Date: ^  ^  ^



UNITED FISHERMEN OF ALASKA

211 Fourth Street, Suite 112 
Juneau, Alaska 99801 

907/586-2820 
Fax: 907/463-2545April 20, 1993

The Honorable Carl Moses 
Representative
Alaska State House of Representatives
The Capitol Building
Juneau, Alaska 99801-1182
Dear Representative Moses:
In regards to House Bill 252 - Refinancing Commercial Fishing Loans, United Fishermen of Alaska 
overwhelmingly supports this bill. If there is a bill that would have the largest single impact for commercial 
fishermen this year, this would be the one.
The existing loan fund has always been a solid program. It has paid for jtself many times over and has paid 
$5 million in surplus alone to the State's General Fund this year. The problem of refinancing these State loans 
has existed since 1989 and, throughout this time, we have continually tried to have it amended so that the 
current loanholders could refinance their loans at a lower interest rate. United Fishermen of Alaska feels 
that commercial fishermen continually pay their portion to the State’s General Fund. The Legislature 
continues to address cutting the budget during this session due to rising costs. Likewise, the commercial 
fisherman needs relief from expenses from rising costs and HB 252 would allow such relief to the fisherman 
while continuing to support the Revolving Loan Fund.
Commercial banks have cut way back on fisheries loans due to fluctuations of prices and unstable fisheries 
throughout the state. Many small fishermen rely on the State's Loan Program because of these cutbacks. 
State loans are a good investment for the State’s future fishermen as it allows many residents the chance to 
begin a fisheries career who would not have otherwise had the opportunity.
House Bill 252 makes good sense from a business standpoint since every other kind of loan can be refinanced 
at a lower rate. Currently, fishermen with existing loans are paying a fixed rate of 10.5%, while new 
applicants for loans pay only eight percent (8%). The commercial fishermen who hold the 10.5% loans are 
struggling to make ends meet. Allowing them to refinance their loans at eight percent (8%) would give these 
loanholders and their families better financial stability.
You can make the difference for these Alaskan residents. Please support House Bill 252 and help a lot of 
State residents from Bristol Bay to Southeastern Alaska refinance their loans!

Sincerely,

jArry (jdcCune 
President

cc: UFA Board of Directors
MEMBER ORGANIZATIONS

Alaska Crab Coalition • Alaska Longllne Fisherman’s Association • Alaska Trailers Association • Area K Solners Association 
Bering Sea Fisherman's Association • Bristol Bay Driftnetters Association • Concerned Area "M" Fishermen 

Cook Inlet Aquaculture Association • Cordova District Fishermen United • Kenai Pnninsula Fishermen's Association 
North Pacific Fisheries Association > Northern Southeast Regional Aquaculture Association • Peninsula Marketing Association 

Petersburg Vessel Owners Association • Prince William Sound Aquaculture Corporation • Seafood Producers Cooperative 
Southeast Alaska Seiners Association • Southern Southeast Regional Aquaculture Association 

United Cook Inlet Drift Association • Western Alaska Cooperative Marketing Association
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UNITED FISHERMEN OF ALASKA

2 1 1  Fourth Street,.Suite 1 1 2  

Juneau, Alaska 9 9 8 0 1  

9 0 7 / 5 8 6 - 2 8 2 0

a ,  u o *  t o o  a  Fax: 9 0 7 / 4 6 3 - 2 5 4 5March 25, 1993

The Honorable Carl Moses 
House of Representatives 
The Capitol Building, Room 204 
Juneau, Alaska 99801-1182

Dear Representative Moses:

United Fishermen of Alaska sincerely appreciates your introducing HB 252 "An Act amending 
the Commercial Fishing Loan Act to authorize refinancing of existing loans made under that 
Act" This bill v ould exempt a great many fishermen.

As you know, there are some fisheries and fishermen who are currently having a real rough 
time financially. This bill would benefit many families in the state of Alaska who are struggling 
for existence right now.

Once again, thank you. If UFA can be of any assistance to you, please do not hesitate to call.

Sincerely,

Jerry tMcCuneJ e r ry  
President

MEMBER ORGANIZATIONS
Alaska Crab Coalition • Alaska Longllne Fisherman's Association • Alaska Trailers Association • Area K Seiners Association 

Bering Sea Fishermen’s Association • Bristol Bay Driltnetters Association • Concerned Area ”M" Fishermen 
Cook Inlet Aquaculture Association • Cordova District Fishermen United • Kenai Peninsula Fishermen's Association 

North Pacific Fisheries Association • Northom Southeast Regional Aquaculture Association • Peninsula Marketing Association 
Petersburg Vessel Owners Association • Prince William Sound Aquaculture Corporation • Sealood Producers Cooperative 

Southeast Alaska Seiners Association • Southern Southeast Regional Aquaculture Association 
United Cook Inlet Drift Association • Western Alaska Cooperative Marketing Association
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April 30, 1993

211 Fourth Street, Suite 112 
Juneau, Alaska 99801 

907/586-2820 
Fax: 907/463-2545

The Honorables Steve Frank and Drue Pearce 
Co-Chairs, Senate Finance Committee 

and Members of the Committee 
The Capitol Building, Room 518 
Juneau, Alaska 99801-1182

Dear Senators Frank and Pearce and Committee Members:

House Bill 252 has strong support from every me.rher gioup in United Fishermen of 
Alaska. We believe the current loan holders should be able to refinance their 
existing loans to a lower rate. The revolving loans funds is currently loaning money
at 8% while the existing old loans are fixed at 10.5%. The refinancing of commercial
fishing loans would help Alaska residents as some are really struggling to make ends
meet right now.

United Fishermen of Alaska is neutral on CS for House Bill 252 and is allowing the 
fishing groups in all areas to individually make their own opinion as to whether or
not to support it. Although UFA is remaining neutral on CS for House Bill 252, we do 
have a problem with two sections of this bill if the bill moves out of Senate Finance.

First, UFA is opposed to Section 4(13) Provision for an Executive Board.

Second, Section 5(9) of CS SB 177 Work Draft had a Domestic Salmon Marketing 
Committee to administer domestic marketing salmon programs. Fishermen want to 
make sure they are in control of the funds they are going to pay. A Domestic Salmon 
Marketing Committee would make fishermen feel more comfortable about this bill.

MEMBER ORGANIZATIONS
Alaska Crab Coalition • Alaska Longllna Fisherman’s Assoclalion • Alaska Trollers Association • Area K Seiners Association 

Boring Sea Fishermen’s Association • Bristol Bay Drillnelters Association • Concerned Area "M" Fishermen 
Cook Ir.let Aquaculture Association • Cordova District Fishermen United • Kenal Peninsula Fishermen’s Association 

Noith Pacific Fisheries Assoclalion • Northern Southeast Regional Aquaculture Association • Peninsula Marketing Association 
Petersburg Vessel Owners Association • Prince William Sound Aquaculture Corporation • Seafood Producers Cooperative 

Southeast Alaska Seiners Association • Southern Southeast Regional Aquaculture Association
United Cook Inlet Drift Association • Western Alaska Cooperative Marketing Assoclalion  ____

RE: HB 252 - Refinancing Commercial Fishing Loans

Sincerely ,



STATE OF ALASKA
1993 LEGISLATIVE SESSION

FISCAL NOTE
BILL NO. HB 252

Revision Date: M a rch  2 5 ,  1 9 9 3 ____________________________  Department Affected: Commerce and Economic Development
Title: R e f i n a n c i n g  C o m m e rc ia l F i s h i n g  L o a n s  b rU : I n v e s tm e n t s ____________________________________
_________________________________________________________________ Component:  ________________________________________ __
Sponsor: R e p r e s e n t a t i v e  M oses_________________________  __________________________________________________________
Requestor: H ou se  L a b o r  a n d  C om m erce_________________  COMPONENT SERIAL NO. 0 3 8 4 __________________ -

EXPENDITURES/REVENUES:
OPERATING FY 94 FY 95 FY 96 FY 97 FY 98 FY 99

PERSONAL SERVICES 1 6 6 . 5 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 4 . 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 c 0 - 0
TOTAL OPERATING 1 7 0 . 5 0 0 0 0 0

CAPITAL 0 0 0 0 • 0 0

REVENUE C /F  LOAN 
FUND SOURCE: 3 2 8 . 0 [1  , 6 3 8 . 0 ] [1  , 6 3 8 . 0 ] [ 1 , 6 3 8 . 0 ] [1  , 6 3 8 . 0 ] [ 1 , 6 3 8 . 0 ] .

FUNDING: *

1002 Federal Receipts 0 0 0 - 0 0 0
1003 GF Match o o 0  . 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/Program Receipts 0 0 0 0 0 0
1006 GF/MHTIA 0. 0 0 0 0 0
O TH ERc/F  LOAN 1036 1 7 0 . 5 0 0 0 0 0
TOTAL 1 7 0 . 5 0 0 0 0 0
POSITIONS:
FULL-TIME 4 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year (FY 93) impact: u
ANALYSIS: (Attach a separate page if necessary.) 

S e e  a t t a c h e d .

Prepared by: M a r t i n  J .  R i c h a r d  . .  • . . .  j y ,  . t ! Phone: 4 6 5 - 2 5 1 0 _________________________________
Division: I n v e s tm e n t s  I " Date:

------------------------------------------------------------------------T " 1— —  "Approved by Commissioner: PaulFuhs v V  . \ v~ x .V 'V < ~    ;__________
Agency: Commerce and Economic Development s    Date: I J. ^  ___________________________

I .

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
For further distnbution information call the Governor's Legislated Office 

Rev 11/92 P a g e _ L _ o f_ l_



FISCAL NOTE

STATE OF ALASKA BILL NO.
1993 LEGISLATIVE SESSION

A N A LYSIS: (continued)

This fiscal note assumes that this legislation will be effective In 

FY94. If will impact approximately 1,200 existing loans in the 

Commercial Fishing Loan Program. The refinance of an existing loan 1s

accomplished by originating a new loan and paying off the existing debt.

Personal Services

Loan Examiner II - This position will coordinate the refinance program 

and be responsible for reviewing financial data and approving the 
origination of the new loan.

Loan Closer I - These two positions will process the requisite loan
documentation for the loan and the collateral securing the loan.

Accounting Tech. I - This position will prepare the necessary accounting 

documentation to pay off the existing loan to be refinanced.

SimLLas.
This cost is for general office supplies needed by the above noted staff. 

Revenue Fund Source

In FY94 $328.0 will be earned through loan origination fees of 1/2% of

the loan amount. The Impact to the Commercial Fishing Revolving Loan 

Fund of this reduction from 10.5% loans to the currently available 8% 

loans is approximately $1,638'.0 per year. This is a reduction in

cashflow to the Fund as a result of less interest being paid in each 
subsequent year.



FISCAL NOTE
STATE OF ALASKA 
1993 LEGISLATIVE SESSION 

A p r i l  20 , 1993Revision Data: 
Title: R e f i r . a n c i n ' Z  C o  m i n e r  c i  s i

F  ' s ’n i n g  L o a n s

Oept. Affected: 

^3RU: 

Component:

C o m m e r c e  S  E c o n o m i c  D e v e l o  

I n v e s t m e n t s  " " ~

No. 2
Bill Version: HB 2 52
(K) Publish Date: a /-? i / o s

ioansor

Requestor:

R e o r e s s n t a t i v e  M o s e s
H O U S E  F I N A N C E  C Q M M I T T 3

S^DsnditurBS/Rflvenues:

COM PONENT SERIAL NO.

(Thousands of Dollars)

C o d e

I OPERATING F f94 I F f95 FY9G F f97 F/98 Frgg
PERSONAL SERVICES. 83.0 1 0 0 0 0 0

TRAVEL 0 0 o o 0
CONTRACTUAL 0 0 0 0 0 o

SUPPLIES 2.0 | 0 0 0
■ 0 0 i

EQUIPMENT 0 0 0 • 0 0 0 !

LANQ & STRUCTURES 1 0 0 0 0 0 0

GRANTS, CLAIMS 0 0 0 0 0 1 0

MISCELLANEOUS 0 ! 0 0 0 0 I 0

TOTAL  OPERATING 85 . 0 1 - 0 - - 0 - - 0 - - o -  1 - 0 -  j

CAPITAL •0 - | - 0 -  | - 0 - - 0 - - 0 - - 0 -

REYENUE FUND SOURCE: 329.0 I r 1.633 I f ! .  6 3 8.11 [1 . 638 ]| [1 , 63 8 ]| [ 1 , 638 ]

FUNDING: (Thousands of Oollars)
1002 Federal Receipts 0 i 0 0 0 0 1 0 1

1003 GF Match 0 0 0 0 0 0 !

1004 GF 0 ! 0 0 0 0 0

10Q5 Gf Program Receipts 0 0 0 0 0 0

1006 GF’MHTIA 0 ; 0 0 0 0 0

Other 8 5 . 0  1 *0 0 0 0 0

TO TAL . * 8 5-. 0 1 - 0 - - 0 - - 0 - - 0 - - 0 -

POSITIONS:
rULL-TlME 2 0 0 0 0 I 0 i

PART-TIME 0 0 0 0 0 1 0

TEMPORARY 0 o 0 0 0 1 0

Estimate of carreat year (FY53) iap ac t $
ANALYSIS: (Attach a separate page if necsssary)

/

Prepared by:
R c p r e a c A u a c i v e  . t o n  i . a r s o n ,  C o - C a a i r  y
I^pnr*c»cor»J-a-fc-^*fa ’ * n a ̂  V  ; - f ^ ^ n - _ ̂  - j C  o ( y V ^  Phone: M - 5 5 - 3 3 7 8  

1. s r •• «? - r
Division: H O U S E  F I N A N C E  C O M M I T T E E Date: U / 2 0 / 9 3

Aooroved by Commissioner
1

Oatr
Agency:

COM M l  T T F T0 PS0VIDE ALL 0IS™ BUT10N COPIES-TO GOVERNOR'S LEGISLATIVE OFFICE
7 pof diuribmion information call the Governor's legislative Office



Position Title
Accounting Technician 1 ,

No. of Positions Range / Step Barg. Unit
1 12A GGU

Time Status Staff Months
Full-Time 12 months

Location Election District 
Juneau

TYPE OF EXPENDITURE AMOUNT , Justification
This position is needed to process the requisite loan documents to complete the refinance of an 
existing loan.

1

Salary 27.9
Benefits 1Z2
Premium Pay
Other

Total Personal Services 40.1
Travel
Contra ctual
Commodities 1.0
Equipment
Other

Total Cost 41.1
FUNDING SOURCE FOR TOTAL COST

Federal Receipts 1002
G.F. Match 1003
General Fund 1004
I-A Receipts 1007
C1P Receipts 1061
Other C/F Loan 1036 41.1

R equest For 
N ew  Position

AGENCY Commerce and Economic Development

BRU Investments

COMPONENT |  Pag® 1 of 1
jj Revised Date: March 25,1993

I FY94 I



Position Title
Loan Closer I

No. of Positions Range / Step Barg. Unit
2 10A GGU

Time Status tSlaff Months
Full-Time 12 months

Location Election District 
Juneau

TYPE OF EXPENDITURE AMOUNT Justification
These positions are needed to process the requisite loan documents to complete the refinance of 
an existing loan.

1

#• *

*

•

«

Salary 24.8 49.6
Benefits 113 22.6
Premium Pay
Other 1

Total Personal Services 36.1 712
Travel
Contractual
Commodities 2.0
Equipment
Other

Total Cost 74.2
FUNDING SOURCE FOR TOTAL COST

Federal Receipts 1002
G.F. Match 1003
General Fund 1004 •
I-A Receipts 1007
C3P Receipts 1061
Other C/F Loan 1036 74.2

R equest For 
N ew  P osition

AGENCY Commerce and Economic Development

BRU Investments

COMPONENT Page _____ 1_ of _2_____
Revised Date: March 25,1993

I FY94 I



. ■

Position Title • 
Lr»u Examiner II

No. of Positions Range / Step Barg. Unit
1 17A GGU

Time Status Staff Months
Full-Time 12 months

Location Election District 
Juneau

TYPE OF EXPENDITURE AMOUNT Justification
This position is needed to process the requisite loon documents to complete the refinance of an 
existing loan.

»

••

• '

Salary 39.0
Benefits 15.2
Premium Pay
Other '

Total Personal Services 54.2
Travel
Contractual ‘
Commodities 1.0
Equipment •
Other

Total Cost 55.2
FUNDING SOURCE FOR TOTAL COST

Federal Receipts 1002
G.F. Match 1003
General Fund 1004
I-A Receipts 1007
C1P Receipts 1061
Other C/F Loan 1036 55.2

R equest For 
N ew  P osition

AGENCY Commerce and Economic Development

BRU Investments

COMPONENT Page 1 of 1
Revised Date: March 25,1993

| FY94 |







HOUSE COMMITTEE REPORT
( 1 1 )  4 “ ( *r '

Date Refenred: March 26, 1993 FURTHER REFERRALS:

Date of Committee Action:

The FINANCE Committee considered: HB 253

HOUSE BELL NO. 253 FISHERIES BUSINESS TAXES

"An Act amending the b^ is  for determining refunds to local governments under the program of shared fisheries 
taxes; and providing for an effective date."

RECOMMENDATIONS: [ 1 the same title
be replaced w ith___________________________________________________ I ] a new title
[ ] have attached amendments(s)

do pass
[ ] do not pass
[ ] no recommendations
( ] individual recommendations
[ ] additional referral to th e _____________________________________ Committee

ADOPTS:____________________________ letter of Intent

a

ATTACHES NEW FISCAL NOTE(s): (Dept) APPROVES PREVIOUS:

['jC] fiscal impact — S L q -----------------------------  [ ] fiscal note(s)______________________

[ ] zero fiscal note___________________________  [ ] zero fiscal note(s)

CHAIRMAN'S SIGNATURE

OTHER RECOM M ENDATIONS
\_fVO-=>crv-v
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FISCAL NOTE

C o w - c o W d

BELL NO. HB 253

Dept. Affected: 
"BRU:
"Component:

Revenue
Shared Taxes
Fish Tax

COMPONENT SERIAL NO. 

(Thousands of Dollars)

107

1993 LEGISLATIVE SESSION
Revision Date: 4/20/93
Title: Fisheries Business Taxes

STATE OF ALASKA

Sponsor:
Requestor:

House Finance
House Rules

Expenditures/Revenues:
OPERATING FY94 FY95 FY96 FY97 FY98 FY99
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS (1.000.0) (1,000.0) (1,000.0) (1,000.0) (1,000.0) (1.000.0)
TOTAL OPERATING (1.000.0) (1,000.0) (1.000.0) (1,000.0) (1,000.0) (1.000.0)

CAPITAL__________________________________________________1 _____________________________  J_

REVENUE FUND SOURCE:
FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF (1.000.0) (1.000.0) (1.000.0) (1,000.0) (1,000.0) (1,000.0)
1005 GF/Program Receipts
1006 GF/MHTIA
Other
TOTAL (1.000.0) (1.000.0) (1.000.0) (1,000.0) (1,000.0) (1,000.0)
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY
Estimate o f current year (FY93) impact: 5 0

ANALYSIS: (Attach a separate page if necessary)

(See Attached)

Prepared by: Larry E. Meyers, D i r e c t o r ^ r ^ ^ — J. . _______  Phone: 465-2320
Division: Income and Excise Audit Division _̂____________   Date: April 20. 1993
Approved by Commissioner: Darrel J. Rexwinkel ^  Date: April 20. 1993
Agency: Department of Revenyet / ^ -  / ______  _______

PREPARER TO PROVIDe A lL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
For furthor distribution information call the Governor’s Legislative Office

(H»» ii/92) ssiisnojibrOBR Page 1 of 2



Fiscal Note Analysis
HB 253 - Fisheries Business Taxes
April 20, 1993
Page 2 of 2

Analysis

This bill decreases the percentage amount used as the basis for sharing fisheries business 
taxes to municipalities under AS 43.75 for purposes of defraying the costs to the state of 
enforcement and administration of the shared tax program. Under this bill, 95% of revenues 
collected would be subject to sharing rather than the entire amount. Since the state shares 
50% of fisheries business tax revenues, municipalities would receive 47.5% (50% x 95%) of 
fisheries business taxes collected within the municipality rather than current 50%. 
Municipalities would effectively receive 2.5% less revenues.

FY 92 fisheries business taxes are estimated to be $40 million. Assuming that fisheries 
business tax revenues maintain the same level through FY 99, the state will withhold an 
estimated $1 million ($40 million x 2.5%) each fiscal year to cover the costs of administering 
the fisheries business tax program. The estimated total amount shared to municipalities per 
year would be $19 million rather than $20 million.
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d  V "  /■>ce  a
tntf lTnf1 t h ir Stat0,S fish tax co,,ected in FY 92 bY borough and by city. A total o f 530.1 million was collected, o f which $14.5 was distributed to A/aska's boroughs and cities. Ad b

• Distribution to Boronnhc
AnchoraqeEaSt '  $1,780,831.67
Bristol i l v  86,426.06
UofipL 1,403,630.88
Juneau 178,612.64
Kenaf 32,139.76
Ketrhikan 499,981.74
K n X  242,817.76

Peninsula ^ •“
NW Arctic 391’23^ 4
North Star e no
Sitka

Chignik

Kenai

5.09 
440,237.54

Distribution to Cities
~  $588,202.55

Bethel 851.25
64,549.23

C j : p nfnt 145,636.73
Cordova 120,817.58

-C r lia  334,651.50
Dillingham 186 761*89
Emmonak 1 H  ' fi9

m  HomerPaSS 121788.81
t a S h  9 3 , 1 5 8 . 4 1

53,3'77.10
Ketchikan 132,875.73
KinaCove 215,780.04
K o t o  341,478.44
U ra m  Bav 616,602.39

" P e t e r s b u r q

s lin ita S m o  -599,514.12
S^nt M aSIl 116,408.96
SaKt Paul 1’274*58
Sand Point 1,140,370.45
Seward 110,624.56
Toqiak 153,392.71
Unaiaska 99,567.78
Valdez 2,475,196.65
S e r  249,495.51
Wranoell ’ 38,066.16

- S a t  53,102.42
All other cities -170,979.38nil omer cities 6,108,476.56

9



FMA 6 (continued):

Extra-Municipal Shared Fish Tax Program
Municipalit ies within 'Fisheries Geographic Area

FMA 1: Prib ilof Islands Area

St. Paul 
St. George

FMA 2: Aleutians Islands Area

Aleutians Hast Borough 
Atka
Unaiaska
Akutan

FM A 3: Alaska Peninsula Area

Aleutians East Borough
Lake & Peninsula Borough
False Pass
Cold Bay
King Cove
Sand Point

FMA 4: Chignik Area

Lake & Peninsula Borough 
Chignik

FMA 5: Bristol Bay Area

Aleknagik 
Clark's Point 
Bristol Eay Borough 
ijillingham 
Ekwok
Lake & Peninsula Borough
Manokotak
NewStuyahok
Newhalen
Nondalton
Pilot Point
Togiak

FM A 6: Lower Kuskokwim Area

Akiak
Atmautluak
Bethel
Chefomak
Eek
Goodnews Bay
Kasigluk
Kwethluk
Quinhagek
Mekoryuk
Napakiak
Napaskiak
Newtok

Nightmute
Nunapitchuk
Platinum
Quinhagak
Toksook Bay
Tununak

FMA 7: U pper Kuskokwim Area 

Aniak
Chuatlibaluk 
Lower Kalskag 
Mcgrath 
Nikolai 
Tuluksak 
Upper Kalskag

FMA 8: Lower Yukon Area

Alakanuk 
Emmonak 
Holy Cross 
Hooper Bay 
Kodik 
Marshall 
Mountain Village 
Pilot Station 
Russian Mission 
Scammon Bay 
Sheldon’s Point 
St. Mary’s

FMA 9: M iddle Yukon Area

Allakaket
Anvik
Betties
Galena
Grayling
Hughes
Huslia
Kaltag
Koyukuk
Nulato
Ruby
Shageluk

FMA 10: Upper Yukon Area

Eagle
Fairbanks
Fairbanks North Star Borough
Fort Yukon
Nenana
Tanana



Extra-Municipal Shared Fish Tax Program
Municipalit ies within Fisheries Geographic Area

FMA 11: N orton Sound-Point Clarence

Brevig Mission .
Elim
Gam bell
Golovin
Koyuk
Nome
Savoonga
Shaktoolik
Stebbins
S t Michael
Teller
Unalakleet
Wales
White Mountain

FMA 12: K otzebue-N orthern Area

Ambler
Buckland
Deering
Diomede
Kiana
Kivalina
Kobuk
Kotzebue
Norvik
Point Hope
Selawik
Shishmaref
Shungnak

FMA 13: Kodiak Area

Kodiak Island Borough
City of Kodiak
Ouzinkie
Port Lions
Larsen Bay
Old Harbor
Akhiok

FMA 15: Prince W illiam Sound Area

Cordova
Valdez
Whittier

FMA 16: Y akutat Area

Yakutat Borough

FMA 17: N orthern Southeast Area

Angoon
Haines Borough
Haines
Hoonah
City & Borough of Juneau
Pelican
Skagway
Tenekee Springs

FMA 18: C entral Southeast Area

City & Borough of Sitka 
Port Alexander 
Kake
Kupreanof
Petersburg
Wrangell

FM A 19: Southern Southeast Area

Coffman Cove 
Craig 
Hydaburg 
Kasaan
Ketchikan Gateway Borough
City of Ketchikan
Klawock
Saxman
Thome Bay

FMA 14: Cook In let Area

Municipality of Anchorage
Kenai Peninsula Borough
City of Kenai
Soldoma
Kachemak
Homer
Seldovia
Seward



Extra Territorial Fish Tax Sharing —  Projected FMA A llocations 
(Based on Department of Revenue 1992 Fish Tax Returns) 

(Available Funding = $1.4 m illion)

Fisheries 
Management Area

Pounds of Fish 
Processed

FMA Percentage of 
Statewide Processing

Estimated FMA 
A llo ca tion

FMA 1 92,622,520 3.95% $55,240
FMA 2 1,019,161,953 43.42% $607,822
FMA 3 218,142,517 9.29% $130,099
FMA 4 37,970,026 1.62% $22,645
FMA 5 202,152,087 8.61% $120,562
FMA 6 19,720,655 0.84% $11,761
FMA 7 202,086 0.01% $121
FMA 8 2,812,669 0.12% $1,677
FMA 9 135,454 0.01% $81

FMA 10 289,319 0.01% $173
FMA 11 10,878,723 0.46% $6,488
FMA 12 0 0.00% $0
FMA 13 304,572,365 12.97% $181,645
FMA 14 90,883,336 3.87% $54,202
FMA 15 98,329,053 4.19% $58,643
FMA 16 8,303,046 0.35% $4,952
FMA 17 39,151,486 1.67% $23,350
FMA 18 104,473,295 4.45% $62,307
FMA 19 97,640,066 4.16% $58,232

FMA Totals 2,347,440,657 100.00% $1,400,000



Estimated FMA Allocations

$ 7 0 0 , 0 0 0  - /

$ 6 0 0 , 0 0 0

$ 5 0 0 , 0 0 0

$ 4 0 0 , 0 0 0  -

$ 3 0 0 , 0 0 0

$ 200,000 -

$ 1 0 0 , 0 0 0  -



"Extra-Territoria l" Fish Tax Sharing Program 
Program Concepts

This program was created by a new law that provides for an annual sharing of fish tax 
collected outside municipal boundaries ("extra-territorial") to municipalities which 
can demonstrate they "suffered significant effects from fisheries business activities." 
This program will operate separately from the existing state fish tax program which 
shares tax revenues collected from inside municipal boundaries.

Certain aspects of the new program are specified or defined in the law; however, the 
detailed programmatic procedures and allocation formula were left for the 
Department of Community and Regional Affairs to develop and adopt in regulations. 
The following presents a description of how the new program would work as 
proposed at this time. We would appreciate any comments which you might have 
about any part of the program as proposed.

Program Eligibility
To be eligible for an allocation under this program, applicants must:

1) be a municipality (city or borough); and,
2) must be able to demonstrate the municipality suffered significant effects as a 

result of fisheries industry activity in the community.

Program Funding
The new law provides for an annual funding level for this program equal to half the 
amount of state fisheries business tax revenues collected outside of municipal 
boundaries during the previous calendar year. This amount will vary from year-to- 
year. Ba :ed on Department of Revenues 1992 fish tax returns, it is estimated that 
the first year funding level will about $1.5 million. This funding is subject to actual 
appropriation by the legislature

The law requires that the available funding be allocated in two stages:

first stage: the available funding w ill be allocated among 19 fisheries management 
areas based on the pounds offish and shellfish processed in each fisheries 
management area compared to the pounds of fish and shellfish processed in 
the whole state during the calendar year. For example, if an area processed 
10% of all the fish and shellfish processed in the whole state during a given 
year, then that area would receive 10% of the funding available for this 
program for that year. A listing of the 19 fisheries management areas and 
the cities within those areas is attached. A table and graph presenting a 
rough estimate of the allocation that may be going to each of these areas, 
based on 1992 tax returns, is also attached.

second stage: the funding available within each fisheries management area will be 
allocated among the municipalities in that area based on the level of fishing 
industry significant effects suffered by each municipality compared to the 
level of effects experienced by the other municipalities in that fisheries 
management area.



What does the term "suffered significant effects" mean?
In the second stage allocation, program funding w ill be allocated.among the 
municipalities in a fisheries management area based on the significant effects 
suffered by each municipality in the area during a given calendar year (called the 
"base" year). But what effects of the fishing industry does a municipality "suffer" 
from, which of these effects are significant, and how are these effects to be measured 
to provide for a fair sharing of program funding.

In answering these questions, the department assumed the basic purpose of this new 
program is to provide financial assistance to municipalities which have experienced 
some kind of negative fiscal impact from the activities of the fishing industiy in the 
community. Not all effects of the fishing industry on a community are negative. For 
example, the fishing jobs and the cash that these jobs bring to local businesses in the 
community are positive effects. Some clear examples of negative effects resulting 
from fisheries business activity are:

• a municipality's expenses in repairing a dock damaged by a fishing vessel;

• a municipality's costs of hiring extra police or medical staff to cover periods 
when fishing crew expand the municipality's "normal" population; and,

• a city's annual debt service payments towards repayment of a loan which was 
used to improve the city's water system to meet increased demands for fresh 
water by local fish processors.

The kinds of negative effects which a municipality might claim to have suffered are 
many. The department does not intend at this time to create a definitive list of 
specific negative effects which are acceptable for inclusion in this program. As the 
program is now envisioned, the responsibility w ill be on each municipality to 
demonstrate, document and justify its claims of negative impacts resulting from 
fisheries business activities. The department will include specific directions and some 
general guidelines in the application form with regard to the kinds of effects which 
are valid for this program and the kinds of supporting documentation expected of the 
applicant.

In general, the department holds that "significant effects" are those negative impacts 
for which the municipality can demonstrate the need for an expenditure of 
municipal funds. For example, a sudden population increase of 1,000 people is not 
in itself a negative effect. It is the impact on the city budget of dealing with these 
extra people that is the negative effect. Consequently, all claims of negative impact 
will nave to be submitted in terms of the dollars needed to be spent by the 
municipality to address a significant effect of the fishing industry. These may be 
reflect actual city expenditures or they may represent expenditures which the city has 
determined to be necessary but for which the city is unable to pay.



After the "significant effects" have been established for each of the municipalities in 
a fisheries management area, the department w ill calculate the allocation for each 
municipality.

Under the proposed allocation formula, one half of the funding available within a 
fisheries management area would be divided up among participating municipalities 
on the basis of the relative dollar amount of impact in each municipality. The other 
half of the funding available to that area would be divided up among municipalities 
based on of the relative dollar amount of impact per capita in each community.

As an example of how the formula would work, the table below shows how one 
imaginary area's total allocation of $400,000 would be distributed among the three 
municipalities in this area:

Example:
— Funding available for area = $400,000
—  Three communities in area

—  one-half ($200,000) distributed based on $ of negative impact
—  other-half ($200,000) distributed based on $ of negative impact per capita

How will the second stage allocation work?

Community \ opulation $ of impacts
$ of impacts 
per capita

1st half of 
distribution

2nd half 
distribution

Total $ Received 
bv Community

city A 3,000 $500,000 $167 $95 ,238 $55,556 $150 ,794
city B 1,500 $500,000 $333 $95 ,238 $111,111 $206,349
city C 500 $50,000 $100 $9 ,524 $33,333 $42 ,857

$200 ,000 $200,000 $400,000

The first half of the formula favors those municipalities which experienced larger 
impacts, regardless of the size of the community. The second half of the formula 
favors those communities which experienced large impacts relative to the size of the 
community. This ensures that sma.ler communities with significant impacts will 
receive a reasonable share of the funding available in the region.

The municipal populations used in determining the per capita value of impacts will 
be those populations which the department now determines for use in the State 
Revenue Sharing Program.



As now envisioned, the program regulations will also provide for the possibility of an 
alternative second stage allocation formula for use within a fisheries management 
area. Alternative formulas could be proposed by the municipalities within the 
fisheries management area. The department w ill consider using a proposed 
alternative method only if aM the municipalities in the area agree to use the method, 
and if the method includes some measure of the relative effects of the fishing 
industry on the respective municipalities in the area.

What happens if a municipality occupies more than one Fisheries Management Area?
As noted above, the proposed program divides the state into 19 geographic areas for 
purposes of the stage one allocation. Under this plan, several boroughs occupy more 
than one area, and are therefore eligible to share in the funding available for the 
stage two allocation in each of these areas. In these cases, the borough will be 
responsible for distinguishing which impacts on the borough were caused by which 
fishing industry impacts in each area. Within each area, boroughs will only get credit 
for those negative impacts which occur in that area. In each area, the population 
used in determining the per capita impact on the borough will be the total borough 
populbl'on (as determined for the purposes of the State Revenue Sharing Program).
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The departm ent supports this bill in concept. We have not, however, been able to complete a land 
analysis. The borough’s entitlem ent under law would be calculated as 10% of the maximum 
amount of vacant, unappropriated, and unreserved (VTJU) sta te  land w ithin  the boundaries 
between the date of incorporation an d  two years thereafter. Passage of C hapter 51, SLA 1991 
delayed the certification until no earlier th an  Jan u ary  1, 1994, following completion of the sta te ’s 
land selections. An estim ate of entitlem ent was prepared  for the D epartm ent of Community and 
Regional Affairs in  1988 for the proposed incorporation report and based on estim ates of the 
classification, the entitlem ent would have been about 29,000 acres. T here is a considerable 
amount of sta te  land w ithin the boundaries of the borough and departm ent analysis is needed to 
determine w hether ’ 87,000 acres is a  fulfillable entitlem ent.

Since the departm ent has between Ja n u a ry  1, 1994, end  Jan u ary  1, 1996, to certify entitlem ents 
for newly incorporated m unicipalities, th is selection deadline could severely im pact m unicipalities 
th a t are certified n ea r the Ja n u a ry  1996 deadline. Ir, order to correct this inequity, we 
recommend, in  Section 2, line 12, deleting "any time before October 1, 1996" and replacing with 
"within two years of the date th a t the certification of entitlem ent is final."



A M E N D M E N T 1

OFFERED IN  THE HOUSE BY REPRESENTATIVE BROWN

TO HB 259:

Page 2, line 2:

Delete "187,000"

Insert "100,000"

Page 2, line 2 after "acres;" Insert:

"general grant land entitlements authorized under this subsection in excess of 

30,000 acres shall be managed to allow public access and use if it is determined 

by the Commissioner of Natural Resources that such designation is required to 

protect the public in terest"



Sponsor Statement 
HB 259

Representative Cari E. iMoses

HB 259 relates to general grant land entitlements for certain boroughs and unified 
municipalities.

HB 259 amends AS 29.65.010, the land entitlement section, to statutorily authorize
187,000 acres for the Lake and Peninsula Borough (LPB), and gives the LPB until 
October 1, 1996 to select those lands.

The borough assembly and planning commission are developing a comprehensive 
borough plan, and have identified lands of interest to them. Alaska Statutes, Title 
29, Chapter 65 currently provides a land selection process for newly formed 
boroughs. Since there is very little land available from Vacant, Unappropriated, and 
Unreserved (VUU) inventories, and because other state lands would need 
reclassification before issuance of grant land to the LPB, pursuing entitlements 
through the formula in AS 29.65.030 would delay the certification process for the 
LPB.

Because the land selection process in AS 29.65 would be very time consuming, HB 
259 would raise the priority for processing grant land entidements for rhe LPB by 
simply adding their entitlement to the list of municipalities and boroughs currently in 
AS 29.65.010(a).

HB 259 is a non-controversial bill, and does not affect other boroughs or their grant 
allocations. I would ask that the Community and Regional Affairs Committee 
favorably consider the bill.





Alaska Environmental Lobby, Inc.
P.O. Box 22151 Juneau, Alaska 99B02

Phone: 907-463-33Gu 
Fax: 907-463-3312

HB 259: Land Grant to Lake and Peninsula 
Borough

HB 259 creates a general grant land entitlem ent of 187,000 acres to the Lake and 
Peninsula Borough w hich is located in Southwest Alaska, adjacent to Bristol Bay. 
U nder current law , the Borough w ould be entitled to 10% of state land w ithin  the 
Borough w hich is classified as "Vacant, Unappropriated, and Unreserved." This 
w ould  entitle the Borough to approxim ately 11,600 acres.

AEL opposes HB 259 as written:

* A gran t of 187,000 acres is more than 16 tim es the am ount of land the borough 
is entitled to under current state law. This w ould set a dangerous precedent, 
w hich m ay encourage excessive requests from  newly incorporated areas in  the 
future.

* The areas identified for selection by the Lake and Peninsula Borough consist 
m ainly of land identified in the 1984 Bristol Bay Area Plan for State Lands as 
im portan t wildlife habitat and public recreation land. Included are salmon 
spaw ning areas that supply Bristol Bay, site of the w orld's m ost productive 
sockeye salm on fishery and world class sport fishing areas along the M ulchatna 
River, Tularik Creek and Lake Illiamna.

* This bill w ould convert public lands currently m anaged w ith the protection of 
commercial, sport and subsistence activities as a priority to m unicipal lands 
m uch of w hich w ould likely be subdivided and sold or leased to private entities 
for developm ent.

* Resulting changes in land use patterns w ould have adverse impacts on fish and 
wildlife habitat and the commercial, subsistence and recreational activities they 
support, as well as reducing public access to w orld class hunting and fishing 
opportunities.

OVER

W. Dunne 
3 / 2 3 / 9 4
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Lake and Peninsula Borough Position Paper-HB 259

Background

From 1992-94 Lake and Peninsula Borough (LPB) developed a borough wide 
comprehensive plan. A key element of the plan was the identification o f lands for 
selection under the municipal land entitlement program. After extensive review o f lands, 
LPR identified approximately 187,000 acres of land for future municipal entitlement.

Current Status of HB 259

Hearings were held in House Community and Regional Affairs and Resources Committee 
on HB 259. The bill does not designate actual lend selections, but only identifies a total 
amount. Department of Natural Resources (DNR) and Fish and Game have both 
expressed concerns about certain proposed selections, particularly around the Lake 
Iliamna, Mulchatna River area, Kvichak River and certain fishing streams. LPB recognizes 
the importance o f  all these areas. LPB no longer seeks the tracts initially identified in 
these area6. It still, however, will pursue smaller tracts on Lake Iliamna and the 
Mulchatna River area. DNR was amenable to LPB having lesser amounts.

Why so much acreage?

Municipal Land Entitlements are a one shot deal. These lands are to assist the borough 
financially in providing basic services well into the next century. The actual amount is 
misleading. An acre o f land in LPB is not now nor probably will be in the near future 
worth one tenth the value of land in a more urban city or borough.

What are the possible uses of the Land?

At this time, LPB envisions leasing the land for commercial recreation to produce income. 
Some the lands could be sold aB remote recreation parcels. LPB has not identified oil 
possible uses nor does it feel compelled to develop such a plan at this time. Any private 
use o f the lands must comply with LPB's stringent subdivision ordinance and development 
permit. LPB residents are primarily involved in commercial fishing or commercial 
recreation. It is unfair and wrong to suggest that they would allow uses that are 
detrimental to their own long term economic survival.

Does this set a precedent for good public policy?

Yes. LPB and the state have openly discussed and, in turn, modified what types of lands 
would be transferred. The current formula program is bad public policy. It is not 
equitable and is bias against new boroughs.



Alaska Environmental Lobby, inc.
P.O. Box 22151 Juneau, Alaska 99802

Phone: 907-463-3366 
Fax: 907-463-3312

HB 259: Land Grant to Lake and Peninsula 
Borough

HB 259 creates a general grant land entitlem ent of 187,000 acres to the Lake and 
Peninsula Borough which is located in  Southwest Alaska, adjacent to Bristol Bay. 
U nder current law , the Borough w ould be entitled to 10% of state land w ith in  the 
Borough w hich is classified as "Vacant, U nappropriated, and U nreserved." This 
w ould  entitle the Borough to approxim ately 11,600 acres.

AEL opposes HB 259 as written:

* A g ran t of 187,000 acres is m ore than 16 tim es the am ount of land the borough 
is entitled to under current state law. This w ould set a dangerous precedent, 
w hich m ay encourage excessive requests from  new ly incorporated areas in  the 
future.

* The areas identified for selection by the Lake and Peninsula Borough consist 
m ainly of land identified in the 1984 Bristol Bay Area Plan for State Lands as 
im portan t wildlife habitat and public recreation land. Included are salm on 
spaw ning areas that supply Bristol Bay, site of the w orld 's m ost productive 
sockeye salm on fishery and w orld class sport fishing areas along the M ulchatna 
River, Tularik Creek and Lake Illiamna.

* This bill w ould convert public lands currently m anaged w ith the protection of 
commercial, sport and subsistence activities as a priority to m unicipal lands 
m uch of w hich w ould likely be subdivided and sold or leased to private entities 
for developm ent.

* Resulting changes in land use patterns w ould have adverse impacts on fish and 
w ildlife habitat and the commercial, subsistence and recreational activities they 
support, as well as reducing public access to w orld class hunting and fishing 
opportunities.
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W. Dunne 
3/23/94
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HB 259 w ould  grant 187,000 acres to the Lake and Peninsula Borough. U nder 
current law  the Borough is entitled to approximately 11,600 acres. A com parison 
of entitlem ents to other m unicipalities under AS 29.65.010 follows:

Entitlement
M unicipality (acres) Population A cres/R es

M uncplty. of Anchorage 44,893 240,258 .2

City & Bor. of Juneau 19,584 29,251 .7

City & Bor. of Sitka 10,500 8,815 1.2

Bristol Bay Borough 2,898 1,415 2.0

Fairbanks N. S. Borough 112,000 79,730 1.4

Haines Borough 2,800 2,117 1.3

Kenai Pen. Borough 155,780 42,242 3.7

Ketchikan Gtwy. Bor. 11,593 14,110 .8

Kodiak IslandBorough 56,500 15,535 3.6

Mat-Su Borough 355,210 41,797 8.5

N orth  Slope Borough 89,850 8,578 10.5

Lake & Peninsula @ 187,000 1,722 108.6
Borough

@ 11,600 6.7

Lake and  Peninsula Borough's request for 187,000 acres w ould  give them  m ore 
than 10 tim es the per capita entitlem ent of the next highest grantee (N orth Slope 
Borough) and more than 21 tim es the average per capita entitlem ent for all other 
boroughs, excluding the urban municipalities of Anchorage, Juneau and 
Fairbanks. Since one m ain reason for transfer of state land to boroughs is to 
provide them w ith revenue opportunities for m unicipal services, w e feel that a 
per capita com parison is a fair m ethod of determ ining entitlem ents.

A grant of 11,600 acres, as allowed under existing law, w ould  be a per capita 
entitlem ent of 6.7 acres, still above average, but w ithin the existing range of land 
grants to other Boroughs.



Lake and Peninsula JSorough Position Paper-HB 259

Background

From 1992-94 Lake and Peninsula Borough (LPB) developed a borough wide 
comprehensive plan. A key element o f the plan was the identification o f lands for 
selection under the municipal land entitlement program. After extensive review o f lands, 
LPB identified approximately 187,000 acres of land for future municipal entitlement.

Current Status of HB 259

Hearings were held in House Community and Regional Affairs and Resources Committee 
on HB 259. The bill does not designate actual land selections, but only identifies a total 
amount. Department of Natural Resourcos (DNR) and Fish and Game have both 
expressed concerns about certain proposed selections, particularly around the Lake 
Iliamna, Mulchatna River area, Kvichak River and certain fishing streams. LPB recognizes 
the importance o f all these areas. LPB no longer seeks the tracts initially Identified in 
these areas. It still, however, will pursue smaller tracts on Lake Iliamna and the 
Mulchatna River area. DNR was amenable to LPB having lesser amounts.

Why so much acreage?

Municipal Land Entitloments are a one shot deal. These lands are to assist the borough 
financially in providing basic services well into the next century. The actual amount is 
misleading. An acre of land in LPB is not now nor probably will be in the near future 
worth one tenth the value of land in a more urban city or borough.

What are the possible uses of the Land?

At this time, LPB envisions leasing the land for commercial recreation to produce income. 
Some the lands could be sold as remote recreation parcels. LPB has not identified all 
possible uses nor does it feel compelled to develop such a plan at this time. Any private 
uRe o f the lands must comply vrith LPB's stringent subdivision ordinance and development 
permit. LPB residents are primarily involved in commercial fishing or commercial 
recreation. It is unfair and wro ig to suggest that they would allow uses that are 
detrimental to their own long term economic survival.

Does this set a precedent for good public policy?

Yes. LPB and the state have openly discussed and, in turn, modified what types o f lands 
would be transferred. The current formula program is bad public policy. It is not 
equitable and is bias against new boroughs.



FROM
PHONE NO. : 9073458172

Will LPB still need to go through D N R 's land selection process?

Yes. This bill does not guarantee any site specific lands. In many cases, it will require 
extensiv e effort by the borough to have lands reclassified.

What, if any, impact will this issue have on the Northern Boundary dispute?

None. However, in spirit o f cooperation, LPB will not select any lands in that area until 
the courts have resolved the case.

Will BUB 259 require extra funding?

According to  DNR officials, it will not. A key function o f the division o f lands is to  assist 
with thf.3 program. It will cost LPB funds to survey the lands and in turn mean a longer 
time period before final conveyance.

Is the state giving away key valuable resources?

The state is assisting all municipalities with a resource that can be used fund programs 
such education that will funded locally or eliminated.

Will LPB have an open public process before it actually selects lands for possible 
transfer?

Yes, In feet LPB seeks to work directly with DNR whenever possible,



STATE OF ALASKA
DEPARTMENT OF COMMUNITY 

& REGIONAL AFFAIRS
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Bill no.: HB 259 DCRA FN: Zero (attached)
S ponsor: Rules by Request Position: Support

T itle : An Act relating to general grant land entitlem ents for
certain boroughs and unified m unicipalities;

This legislation amends the General Grant Lands statutes, AS 29.65.010(a), to 
include a specific entitlement for the Lake and Peninsula Borough. The 
specific entitlement is 187,000 acres or approximately 3% of the total state land 
(6,563,000 acres) located within the borough. Linder the existing statutory 
allocation scheme the borough would receive an entitlement of approximately
34,000 acres.

Over the last three years, the Department has advocated for a more equitable 
entitlement for newly incorporated boroughs as well as for more timely 
processing of municipal applications by the State. In 1991 the Alaska 
Legislature made a number of amendments to AS29.65. Those amendments 
established the uasic framework for addressing many of the difficulties 
municipalities face due to restrictive state land classifications within their 
boundaries. As a result of the 1991 amendments, DCRA has a formal role in 
reviewing and commenting on municipal land selections before they are 
approved or rejected by the Department of Natural Resources.

The department supports the principle of maximizing each municipality's 
entitlement under the General Grant Land statutes. These statutes were 
originally established as an enticement for regions to form organized boroughs 
and assume responsibility for what would otherwise be state obligations. 
Today, these statutes are one of the few remaining incentives for regions to form 
organized boroughs. In "property poor" regions these land entitlements can 
serve to supplement other local revenues as well as serve as a vehicle for 
promoting selected economic development.

We are concerned, however, that this legislation deals with a symptom of the 
problem as opposed to the root cause. Generally, all newly incorporated 
municipalities have been negatively affected by land classifications adopted as 
a part of DNR's area planning efforts. While these area plans are 
commendable efforts they too often failed to take into consideration the effects 
of such classifications on future municipal land entitlements for these regions. 
Typically the result has been to drastically and, in the department's opinion, 
unfairly reduce the entitlements for those regions.
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In summary, the Department does not consider the Lake and Peninsula 
Borough's entitlement of 34,000 acres, under the existing statute, to be 
equitable. By comparison, two other boroughs similar in area to the Lake and 
Peninsula Borough have entitlements of 355,210 acres (Matanuska-Susitna 

. J es (Kenai Peninsula Borough).

Date
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