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It would appearthat a change in the composition
of the Board ofDirectors as proposed in SSHD 30 would ac—
complish one, or both, of two objectives. One, it would
establish a mechanism through which Board members who other —
wise would not be eligible for election by the members
(e.g., bankers, economists, business consultants) could
remain on or beappointed to the Board of Directors even
though they are not actively engaged in commercial Tfishing
or agriculture. Two, it would vest some modicum of control
in the State through the power of the Governor to continue
to appoint a minority of the Board during the early life of
the Bank. While the first of these reasons is certainly
desirable, perhaps some additional discussion of the need
for Siate representation on the Board of Directors through
gubernatorial appointees is necessary. At the outset, it
should be noted that the Legislature will always retain 1its
ability to influence the Bank through the appropriation pro—
cess, particularly during the capital formation phase of the
Bank, and through its ability _o modify to a great extent
the Bank®s enabling legislation should that ever become
necessary. However, a basic tenet of the federal farm
credit system is that organizations such as the Bank should
operate on a cooperative basis for the mutual benefit of the
membe s.

(insert additional policy considerations re
independence of the bank as desired)

One final comment on Section 2 of SSHB 30. The
draft bill, as well as the present statute, states that
Board member election shall be by the "shareholders".
Generally speaking the privilege of the vote 1ir a coop—
erative corporation belongs tc the member or holder of
membership stock. Most members will also hold shares of
capital stock, but it is entirely possible for one to be a
capital stockholder (thus, a shareholder) at the time of a
membership meeting, yet for several reasons not currently
eligible to vote as a member. Therefore, it is our re—
commendation that the word "shareholders™ on line 22 of page
1 of SSHB 30 be rejlaccd by the term "members" or the term
"membership". "Member"™ 1is a defined term in AS 10.1S.595(9)
and would be the preferred term.

Section 3. The proposed amendments to AS 44.54.090
found in Section 3 of SSHB 30 are satisfactory and appear to
solve the drafting problem in the present statute.

However, during the organization of the Board of
Directors of the Bank two other concerns have surfaced
which may bo solved by adding language to AS 44.54.090.
The first of these is the method to be used when determining



which members of the Board of Directors shall serve for the

one, two and three year term. One way to resolve this
problem is to provide that the terms be determined by lot,
as the Legislature has provided in other instances. (See

AS 18.26.030 where such a system is applied to the Board of
Directors to the Alaska Medical Facility Authority.)

The second problem is insuring that the initial
terms of the Board of Director members expire on the date of
the cooperative annual meeting rather than on t e anniversary
date of the appointment by the Governor. As the Bank"'s
draft. By-Laws provide that the annual meeting be held 1in
November of each year, we strongly urco that AS 44.54 pro-—
vide that the initial one year Board of Governor terms
extend until November 1980, and that th * two and three year
terms expire at the time of the following two annual meet—
ings. Since the initial appointments to the Board of Directors
were made on February 19, 1979, to provide that the one year
terms expire in November 1979, would not be a prudent
business decision as it would mean that the expertise and
experience of the one year directors would be lost to the
Bank even before it is in full operation.

These recommendations may be implcmei ted by
striking the period following the word "years" on line 5 of

page 2 of SSHB 30, and inserting a comma and the following
language;

, to be determined by lot. The initial

terms shall expire at the annual meeting
of the bank held in November 1980, 1981

and 1982 respectively.

Section 4. We are aware that the language of
Sections 4 and 5 of SSHB 30 tracks 1in most respects tha
language of AS 16.10.300 et seq, the Commercial Fishing Loan
Act, and aqree that it is desirable that the Bonk as well
have the [ower to make loans to individual commercial fish-—
ermen to purchase entry permits. The Board of Directors of
the Bank will, of course, at the appropriate time be faced
with the necessity of determining its policies, from a
business standpoint, when considering loans to be secured by
entry permits. We are aware that there are presently on
appeal to the Alaska Supreme Court two Superior Court
decisions in cases which challenge the limited entry permit
system and/or the method by which permits have been issued.
The Supreme Court decision in those cases, or future cas js,
may result in the issuance of a sufficient number of add-—
itional entry permits so that the value of an entry pernmit
held by the Bank as security is substantially lessoned.



Future action by the Legislature could work to the same end
and must also be taken into consideration by the Bank when
making loans of this type.

As to the specific language of Section 4 of SSHB
30, we note that eligibility for a loan to purchase an entry
permit is conditioned upon a five year durational residency
requirement which, 1if challenged at some future time, could
be held unconstitutional. We also note that the requirement
for active participation in the fishery at some time during
the past five years 1is vague enough so that it may cause
problems 1in determining loan eligibility. E.g., would
thirty days some time during the five year period be sufficient”"l
would seven days?

Section 5. AS 44.54.230 would require that the
executive director of the Bank be listed as the legal owner
of a pledged permit and Section 5 at several places requires
that the executive director of the Bank take certain
actions in regard to a permit. While under AS 16.43 entry
permits arc held only by natural persons and while the
Commercial Fishing Loan Tet assigns the same duties to the
Commissioner of Commerce and Economic Development, it is
desirable in this situation that the legal ownership of
an entry permit or directions for taking certain actions
rest with the Bank itself, rather than with a specific
individual so as to give the Bank maximum flexibility in
managing 1Its business. For that reason wc recommend that
the language "executive director of the™ be eliminated
where it appears in Section 5 of SSHB 30. But if it is
determined that AS 16.43 requires that an individual be
named, it nonetheless 1is desirable that the language "as
trustee for the bank™ be inserted directly following the
designation of the executive director so that it is clear
the capacity in which the director acts.

AS 44.54.250(b) would allow a debtor to nominate a
person to assume his note under certain conditions aid re—
quire that the person so nominated qualify under the require—
ments of AS 44.54.230(a) 1i.e., that the person nominated
gualify as a transfee for an entry pe mit under AS 16.43.
There appears, however, to be no requirement that the
nominee to assume the note meet the requirements set up by
proposed AS 44.54.210(20), specifically that he meet the
five year durational residency requirement as did the
original debtor. If this is considered desirable, the
language "and AS 44.54.210(20)" should be inserted immed—
iately following the end of the partial sentence on 1tne 1,
page 5 of SSHB 30.



Recommended Additions

AS 16.43 provides that entry permits may not be
pledged as security or transferred except under certain con—
ditions, one of which is as provided in the Commercial
Fishing Loan Act. Similarly, it would appear that add—
itional amendments are necessary to at least sections AS
16.43.150(g) and AS 16.43.170, which language should refer
specifically to the program proposed in SSHB 30.

As a matter of convenience and style 1in drafting
it may be desirable to consider addition of a new section
.260, Definitions, to AS 44.54. Such a section initially
would define the word "bank™ as the Alaska Commercial Fish-—
ing and Agriculture Bank which definition was not included
in Chapter 159, SLA 1978, even though extensive use is made
<herein of the tcim "bank™". In addition it would appear
uesirable to define the word "commission” as the Alaska
Commercial Fisheries Entry Commission in order to avoid the
problem now found throughout Section 5 of SSHB 30 where
reference is sometimes made to the Alaska Commercial Fish-—
eries Entry Commission, but more often is made simply to the
"commission".

Finally wo strongl/ recommend that the amend—
ments to AS 44.54 include a specific provision insuring that
the Bank has the necessary power to indemnify directors,
officers and employees when negligence and misconduct 1is nut
involved. Such a provision is routinely included in the by-—
laws of private sector organization and is specifically
included among the general powers given to a cooperative
corporation organized in Alaska by AS 10.1 .010(13).

Counsel has advised us that in its opinion the Bunk does
have the power to indemnify 1its directors, officers and
employees by virtue of the fact that AS 44.54.010 subjects
the Bank t" the provisions of AS 10.15, except 03 otherwise
provided in AS 44.54. Nonetheless, the fact that the
specific powers of the Bank enumerated 1in AS 44.54.210 do
not include a provision on indemnification means that it 1is
not impossible that a court might hold that the Legislature
intended the Bank not be allowed to indemnify directors,
officers and employees under appropr.ute conditions. For
that reason we recommend the addition of tin* same language
nov; found 1in AS 10.15.010(13) as an additional paragraph
numbered (21) to AS 44.54.210. Section 4 of SSHB 30 may be
amended by changing the word "paragraph™ on lino 6 of page
2 to "paragraphs"™ and by inserting an additional paragraph
at line 14 which roads:

(21) 1indemnify a director, officer or agent

or former director, officer or agent, or
a person who may have served at its request
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as a director or officer of another domestic
or foreign cooperative of which it is a
member, agains®", expenses necessarily in-—
curred in defense of a proceeding in which

he is a party because he served as n director,
officer or agent, but this paragraph does not
apply to proceedings in which the director,
officer or agent is adjudged liable for neg-
1 jenee or misconduct in the performance of
duty, and indemnification under this para—
graph is not exclusive of other rights to
which the director, officer or agent may be
entitled.

Mr. Frank M. Homan, Chairman,
Commercial Fishing and Agriculture Bank

Mr. Frank Orth, Financial Consultant
to Commercial Fishing and Agriculture Bank

Mr. Larry Butterfield, Spokane Bank For
Cooperatives

Mr. R. M. Gorder, Federal Intermediate
Credit Bank of Spokane
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menu, to ollglhle cooperative association* ami to extend to tlicm oilier
technical nml financial assistance, including hut not limited In discount-
In* notes and other obligations, guarantees. collateral custody, or par-
ticipation veillt other hanks for cooperatives nnd commercial hanks or
other financial Institutions In loan* to eligible cooperatives, under such
terms and conditions as tna> he determined to be feasible be the board
of directors of each hank for cooperatives under m utations of the Faim
Credit Admit 1stratlon. Such regulations may Include provisions for
avoiding duplication between the Central Hank nnd district barks for
cooperatives. Each bank may own nnd lease, or lease with option to
purchase, lo stockholders eligible to bnrrov from the bank equipment
needed In the operations of the stockho ler.

Iub.L. 02-181, Title HI. I 3.7. Dec. 10, 1971. 85 Slat. CO05.

g 211111 Eligibility

Any association of farmers, producers.t or harvesters of nqualic prod-
ucts, or any federation of such associations, which is operated on a co-
operative basis, and has the powers for processing, preparing for market,
handling, or marketing farm or aquatic products; or for purchasing,
testing, grading, processing, distributing, or furnishing farm or aquatic
supplies or furnishing farm business services or services lo eligible co-
operatives and conforms lo cither of the two following requirements;

(a) no member of tin association Is allowed more than one vote
because of the amount of stock or membership capital he may own
therein; or

(b) docs not pay dividends on stock or membership capital In
excess of such per centum per annum as may be approved under
regulation* of the Farm Credit Administration; and in any caso

(c) does not deal in farm products or aquatic products, or prod-
ucts procosed therefrom, farm or aquatic supplies, or farm busi-
ness services with or for noniuembcrs In nn amount greater in valuo
than the total amount of such business transacted by It with or for
members, excluding from the foinl of member and nonmembcr busi-
ness transactions with lhr ['ulted Stale* or any agency or instru-
mentality thereof or services or supplies furnished as a public utili-
ty; and

(d) a percentage of lhe voting control of the association not less
than 80 per centum 170 per centum In the case nf rural electric,
telephone, and public utility couperalives), or such higher percentage
as established hy the district hoard is held by farmers, producers
or harvcsiers of aquatic products, or eligible cooperative associa-
tions as defined herein;

shall be eligible lo borrow from a hank for cooperatives

Pub L. 92-181, Title 111, | 3.8. Dee. 10. 1271. 85 Stat. <605. amondtd Pub.

L. 94-184, | Jin), Dec. itl. 1975, 89 Stat. 10CO.

I'to In original. .V column nflrr "producers' waa prubnbl)’ nut Intended.
I»:s .Xinenilim ui. Siilims' (ill iu i,ranMili« lll-mry. I'nr loglUalivf
91-IN uddcd liritviMi,jj r>-liiiluc to TO per lilhi»rv and [ioilui*e of I'ul I,. OI-ISJ. Iff

m ilmu uf t'ulinC ruiitful lu Ifir cake nf 197J |I.H Code Cuug. anil Adm Newt, p.

nm | electric, icnqiiituir, and public mitil- r; ix.
IS ccjpcrutive*.

{i IMUO. Ownership of stock by borrower*

(a) Each borrower at the time a loan Is made
operatives shall own at ieast one share of voting stuck and shall be re-
qguired by the bank with the approval of the Farm Credit Adm.nlstration
to invest in additional voting stock ur nonvoting investment stock at
tlut time, or from time to time, as the lending bank may determine, but
iho requirement for Investment in slock at the tlnio the loan is closed
shall not exceed an amount equal to 10 per centum of the face amount
of iho lean. Such additional ownership requirements may be based oa
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iy a bank for CO-]USted.

; for cooperatives,

Ing any quarter thenor. or upon sjeli other basis as lhe bank, with the
approval of Hie Farm Credit Administration, determines will provido
adequate capital for Hie operation of tllv hank and eqiiliahle ownership
thereof among borrowers, lit the case of a direct loan hy the Central
Hank, the borrower shall be required to own or Invest In the necessary
stock in a district bank or banks as may be approved by the Farm Credit
Administration and such district bank shall bo required to own a cor-
responding amount of stock in tin Central Hank, but voting stock shall
lie in the one district bank designated by thi Farm Credit Administration.

(b)
the purchase of stoci need not be required with respect to that part of
any loan tnndc by a eank for cooperatives which It sell* to or makes In
participation wilt llnuoctal Institutions other than any of the banks
n such cases the distribution of earning* of the bank
for cooperatives shall be on the basl3 of the interest in the loan re-
tained by such bank.

'ub.L. 92-181, Title Iff. J 3.5. Dec. 10. 1971, 85 Stat. COS.

£ SI.Tt.

la) Loans made hy a bank for coopvuivns shall bear interest at a
rate or rate* determined hy the board n. directors of the bank irom
tloio to time, with the approval of Hie Farm Credit Administration. In
setting rates and char.jes, it shall be the objective to provide the types
of rrrdit needed by eligible borrower* at Hie lowest reasonable cost on
a sound business basis, taking Into account the net cost of money to the
bank, necessary reserves and expenses of Hie bank, and services pro-
vided. The loan documents may provide for Hie Interest rate or rate*
to vary from time to time luring the repayment period of the loan. In
accordance with the rate or rates currently he ,g charged by the hank.

. reurlljf
(b) Loans shall he made upon suclt torus*, conditions, and security.
If any, as may be determined by the hank In accordance with regulations
of the Farm Credit Administration.

Win*— Interest rule* nml charge*

urn

(c) Each bank for cooperative* eb;.li have a first lien on all stock or
oilier equities In the bank ns collateral for the payment of any Indebted-
nr*» of the owner thereof to ihe hank. In the case of a direct loan to an
eligible cooperative by Hie Central Dank, the Central Bank shall have a
first Hen on the slocit nnd equities of the borrower In the district bank
and ihu district bank shall have a lien thereon junior only to the Hen of
the Central Bank.

Citnrriintfoiil nlifslicnfkesi on Inil’hIPilnni

(d) In any cate where the debt of a borrower I* In default, or In any
case of .iquldation or dlsuoiuiton of a present or former borrower from
a hank for cooperative*, the hank may. but shall not bo required to. re-
tire and cancel all or a part of tho stock, allocated .irplus or contin-
gency reserves, or any oilier equity In the bank owi. d by or allocated
tn such borrowoi, at the-fair bonk value thereof not exceeding par. and,
to the extent required In such rases, corresponding shares and alloca-
tions nnd other equity Interests hold by a district bank In another district
bank on account of such Indebtedness, shall bo retired or equitably ad-

Pub.L. 92-181, Title HI. | 3.10, Dee. 10, 1971. 85 Stat. (OS.

g Jilt'd. Filming* nnd reserve*, application nf saving*— Application
nf §aVings when bank Inis nut'landing stuck neld by Governor

() Each bank lor cooperatives, at th end of each fiscal year when
said bank shall havo stock outstanding held by tho Governor of tho Farm
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XotwlthMann'ng the provisions ol subsection (a) of this section,



THE PRECEDING PAGES WERE TREATED AS
A UNIT IN THE ORIGINAL FILE.



MEMORANDUM

TO: Mr. Richard H. Eakins
Director, Division of
Economic Development
DEPARTMENT OF COMMERCE
& ECONOMIC DEVELOPMENT
Pouch EE
Juneau, Alaska 99811

FROM: Peter Argetsinger
WOHLFORTH & FLINT

DATE: April 6, 1979

RE: Commercial Fishing & Agriculture
Bank/Comments On SSHB 30

On April 4, you requested our assistance in pre—
paring a position paper as to SSHB 30 for submission to the
Legislature next week. The comments on the subject bill
which follow are submitted for your consideration. They are
structured xn such a way that you need only add introductory
and concluding paragraphs and insert a discussion of policy
matters as appropriate, particularly in the areas of com—
position of the Board of Directors (where | sensed a strong
feeling at the April 4 meeting in favor of independence) and
in the area of the business judgments to be made when
considering loans for entry permits which are to be secured
by those permits. (Although, perhaps nothing additional
need be said on the latter subject.)

Section 1. Addition of the word "Alaska" to the
name of the Bank 1is desirable and, in fact, reflected in the
draft Articles of Incorporation and By-Laws of the Bank now
under consideration by the Board of Dirertors.

Section 2. Tho Board of Directors of tho Bank
under the present law is composed of five members, initially
appointed by the Governor, who serve staggered terms. Fol —
lowing expiration of the initial term, directors are then
elected by tho member/shareholders of the Bank which under

AS 44.54 1is organized as a cooperative corporation. AS
10.15.140, to which the Bank 1is subject, requires that the
elected directors be members of the cooperative. Counsel to

the Bank have examined the present method of constituting
the Board of Directors of the Bank and have advised that,



in their opinion, under Section 103 of the Internal Revenue
Code and the regulations thereunder the Bank may not issue
tax exempt revenue bonds. In general, this is because in
order to issue tax exempt bonds "on belalf of" the State,
the Bank must be considered by the Internal Revenue Service
to be a "constituted authority". To satisfy this require—
ment it is necessary that all members of the Bank Board of
Directors be public officials of the State, be elected by
the voters of the State or be appointed directly by the
State. An3, the requirement continues for the life of any
bonds 1issued by the Bank.

We have also been advised by counsel that the
proposed revision to AS 44.54.020 which would expand the
Board of Directors to seven members, three of whom would be
appointed by the Governor until such time as the Bank has
repurchased all non-voting preferred shares held by the
State does not satisfy the IRS criteria either. In order to
issue tax exempt revenue bonds it would be necessary that
the Board of Directors be composed in its entirety of
gubernatorial appointees for the life of any outstanding
bonds.

The present formulation of the Board, of course,
is quite satisfactory to accomplish the primary purpose
envisioned by the Legislature when it established the Bank,
i e., to leverage the bank®s capital with the federal farm
credit system banks in order to make loans to those enqgagcd
in commercial fishing and agriculture. In that regard, the
federal banks require as a condition of eligibility for
loans that associations such as tho Commercial Fishing and
Agriculture Bank be organized in such a way that not less
than 80% of the voting control of the bank 1is held by

fishermen or farmo-s. See, e.g., 12 USCA 2129 which sets
out these requirements as they apply to the federal banks
for cooperatives. At first blush, this would seem to pre—

clude a Board of Directors whore 3/7ths of the members a o
gubernatorial appointees rather than representatives of the
membership. However, we have informally discussed the
matter with representatives of the federal farm credit
system in Spokane who have advised us that they do not
believe that reconstituting tho Bank®"s Board of Directors as
envisioned by SSHB 30 would preclude them from working with
the Commercial Fishing and Agriculture Bank. Rather, they
interpret the Federal requirement to mean that the control
of at least 80% of the votes which would elect the other
four members of a reconstituted Board of Directors must

be in fishermen and farmers.



It would appear that a change in the composition
of the Boardof Directors as proposed in SSHB 30 would ac—
complish one, or both, of two objectives. One, it would
establish a mechanism through which Ejard members who other —
wise would not be eligible for election by the member*.

(e.g., bankers, economists, business consultants) could
remain on orbe appointed to the Board of Directors even
though they arenot actively engaged in commercial fishing
or agriculture. Two, it would vest some modicum of control
in the State through the power of the Governor to continue
to appoint a minority of the Board during the early life of
the Bank. While the first of these reasons 1is certainly
desirable, perhaps some additional discussion of the need
for State representation on the Boaru of Directors through
gubernatorial appointees is necessary. At the outset, it
should be noted that the Legislature will always retain its
ability to influence the Bank through the appropriation pro—
cess, particularly during the capital formation phase of the
Bank, and through its ability to modify to a great extent
the Bank®s enabling legislation should that ever become
necessary. However, a basic tenet of the federal farm
credit system is that organizations such as tho Bank should
operate on a cooperative basis for the mutual benefit of the
members.

(insert additional policy considerations re
independence of the bank as desired)

One final comment on Section 2 of SSHB 30. The
draft bill, as well as the present statute, states that
Hoard member election shall be by the "shareholders™.
Generally speaking the privilege of *he vote 1in a coop—
erative corporation belongs to tho member or holder of
membership stock. Most members will also hold shares of
capital stock, buc it is entirely possible for one to be a
capital stockholder (thus, a shareholder) at the time of a
membership meeting, yet for several reasons not currently
eligible to vote as a member. Therefore, 1t 1iIs our re—
commendation that the word "shareholders™ on line 22 of page
1 of SSHB 30 bo replaced by the term "members"™ or the term
"membership™. "Member" 1is a defined term in AS 10.15.595(9)
and would be the preferred term.

Section 3. The proposed amendments to AS 44.54.090
found in Section 3 of SSHB 30 are satisfactory and appear to
solve the drafting problem in the present statute.

However, during the organization of tho Board of
Directors of the Bank two other concerns have surfaced
which may be solved by adding language to AS 4% .54.090.
The first of these is the method to be used when determining



which members of the Board of Directors shall serve for the

one, two and three year term. One vay to resolve this
problem is to provide that the terms be determined by lot,
as the Legislature has provided in other 1instances. (See

AS 18.26.030 where such a system is applied to the Beard of
Directors to the Alaska Medical Facility Authority."

The second problem is insuring that the 1initial
terms of the Board of Director members expire on the date of
the cooperative annual meeting rather than on the anniversary
date of the appointment by the Governor. As the Bank®"s
draft By-Laws provide th. t the annual meeting be held 1in
November of each year, we strongly urge that AS 44.54 pro—
vide that the initial one year Board of Governor terms
extend until November 1980, and that the two and three year
terms expire at the time of the following two annual meet—
ings. Since the initial appointments to the Board of Directors
were made on February 19, 1979, to provide that the one year
terms expire in November 1979, would not be a prudent
business decision as it would mean that the expertise and
experience of the one year directors would be lost to the
Bank even before it is in full operation.

These recommendations may be implemented by
striking the period following the word "years™ on line 5 of
page 2 of SSHB 30, and inserting a comma and the following
language;

, to be determined by lot. The initial

terms shall expire at tne annual meeting
of the bank held ir. November 1980, 1981

and 1982 respectively.

Section 4. We are aware that the language of
Sections 4 and 5 of SSHB 30 tracks 1in most respects tho
language of AS 16. 10.300 et seij, the Commercial Fishing Loan
Act, and agree that it is desirable that the Bank as well
have the power to make loans to individual commercial fish-—
ermen to purchase entry permits. Tho Board of Directors of
the Bank will, of course, at the appropriate time be faced
with tho necessity of determining 1its policies, from a
business standpoint, when considering loans to be securcu by
entry permits. Wo are aware that there are presently on
appeal to the Alaska Supreme Court two Superior Court
decisions in cases which challenge the limited entry permit
system and/or the method by which permits have been issued.
Tho Supremo Court decision in those cases, or future cases,
may result in the issuance of a sufficient number of add-—
itional entry permits so that tho value of an entry permit
IWd by the Bank as security is substantially lessened.



Future action by the Legislature could work to the same end
and must also be taken into consideration by the Bank when
making loans of this type.

As to the specific language of Section 4 of SSHB
30, we note that eligibility for a loan to purchase an entry
permit 1is conditioned upon a five year durational residency
requirement which, if challenged at some future time, could
be held unconstitutional. We also note that the requirement
for active participation in the fishery at some time during
the past five years 1is vague enough so that it may cause
problems in determining loan eligibility. E.g., would
thirty days some time during the five year period be sufficient
would seven davs?

Section 5. AS 44.54.230 would require that the
executive director of the Bank be listed as the legal owner
of a pledged permit and Section 5 at several places requires
that the executive director of the Bank take certain
actions in regard to a permit. While under AS 16.43 entry
permits are held only by natural persons and while the
Commercial Fishing Loan Act assigns the same duties to the
Commissioner of Commerce and Economic Development, it 1is
desirable 1in this situation that the leg ownership of
an entry permit or directions for taking certain actions
rest with the Bank itself, rather than with a specific
individual so as to give the Bank maximum flexibility in
managing its business. For that reason we recommend that
the language "executive director of the" be eliminated
where it appears in Section 5 of SSHB 30. But if it is
determined that AS 16.43 requires that an individual be
named, it nonetheless is desirable that the language "as
trustee for the bank"™ be inserted directly following the
designation of the executive director so that it is clear
the capacity in which the director acts.

AS 44 .54. 250(b) would allow a debtor to nominate a
person to assume his note under certain conditions and re—
quire that the person so nominated qualify inder tho require—
ments of AS 44.54.230(a) 1i.e., that the person nominated
qualify as a transfee for an entry permit under AS 16.4J.
There appears, however, to be no requirement that the
nominee to assume the note meet -he requirements sot up by
proposed AS 44.54.210(20), specifically that he meet the
five year durational residency requirement as did the
original debtor. IfT this is considered desirable, the
language "and AS 44.54.210(20)" should be 1inserted immed—
iately following the end of the partial sentence on line 1,
page 5 of SSHB 30.



Recommended Additions

AS 16.43 provides that mentry permits may not be
pledged as security or transferreu except under certain con—
ditions, one of which 1is as provided in the ComnK rcial
Fishing Loan Act. Similarly, it would appear tlI t add-—
itional amendments are necessary to at least sections AS
16.43.150(g) and AS 16.43.170, which language should refer
specifically to the program proposed in SSHB 30.

As a matter of convenience and style in drafting
it may be desirable to consider addition of a new section
.260, Definitions, to AS 44.54. Such a section initially
would define the word "bank" as the Alaska Commercial Fish—
ing and Agriculture Bank which definition was not included
in Chapter 159, SLA 1978, even though extensive use 1is made
therein of the term "bank". In addition it would appear
desirable to define the word "commission"” as the Alaska
Commercial Fisheries Entry Commission in order to avoid the
problem now found throughout Section 5 of SSHB 30 where
reference is sometimes made to the Alaska Commercial Fis..
eries Entry Commission, but more often is made simply to the
"commission".

Finally we rtrongly recommend that the amend—
ments to AS 44.54 include a specific provision insuring that
the Bank has the necessary p”~wer to indemnify directors,
officers and employees when negligence and misconduct is not
involved. Such a provision 1is routinely included in the by-—
laws of private sector organization and a specifically
included among the general powers given to a coop rativc
corporate f organized in Alaska by AS 10.15.010(13).

Counsel has advised us that in 1its opinior. the Bank does
have the power to indemnify its directors, officers and
employees by virtue of the fact that AS 44.54.010 subjects
the Bank to the provisions of AS 10.15, except as otherwise
provided in AS 44.54. Nonetheless, the fact that the
specific powers of the Bar.k enumerated in AS 44.54. 210 do
not include a provision on indemnification means that it 1is
not impossible that a court mi jht hold that the Legislature
intendtn. _he Bank not bo allowed to indemnify directors,
officers and employees under appropriate conditions. For
that reason wo recommend the addition of the same language
now found in AS 10.15.010(13) as an additional paragraph
numbered (21) to AS 44.54.210. Section 4 of SSIIB 30 may bo
amended by changing the word "paragraph™ on line 6 of page
2 to "paragraphs™ and by inserting an additional paragraph
at line 14 which reads:

(21) indemnify a director, officer or agent

or former director, officer or agent, or
a person who may have served at 1its request

-6-



CcC:

as a director or officer of another domestic
or foreign cooperative of which it is a
member, against expenses necessarily in—
curred in defense of a proceeding in which

he 1s a party because he served as a director,
officer or agent, but this paragraph does net
apply to proceedings in which the director,
officer or agenc 1is adjudged liable for neg—
ligence or misconduct in the performance of
duty, and indemnification under this para—
graph is not exclusive of other rights to
which the director, officer or agent may be
entitled.

Mr. Frank M. Homan, Chairman,
Commercial Fishing and Agriculture Bank

Mr. Frank Orth, Financial Consultant
to Comr.ercial Fishing and Agriculture Bank

Mr. Larry Butterfield, Spokane Bank For
Cooperatives

Mr. R. M. Gorder, Federal Intermediate
Credit Bank of Spokane



A Z1£0° UEBIAHITIVM p«rmm

Tho hanks for cooperatives arc authorized to make loans and commit-
ments to eligible cooperative av;.aclallona and lo extend to them other
technical and financial assistance, Including hut not limited to discount-
ing notes nnd other obligations, guarantees, collateral custody, or par-
ticipation with other hanks for cooperatives and commercial hanks or
other financial Institutions In loans to eligible cooperatives, under such
terms and conditions as may be determined to be feasible by the board
of directors of each bank for cooperatives under regulations o. the Farm
Credit Administration. Such regulations may Include provisions for
avoiding duplication between the Central Hank and district banks for
cooperatives. R:ch bank may own and lease, or lease with option to
purchase, to stockholders eligible to borrow from the baik equipment
needed In the operations of tho stockholder.
I'ub.L. 02-1S1 Title HI. f 3.7. Dec. 10. 1971, S5 Slat. 605.

If 3120. Eligibility

Any association of farmers, producers.e or harvesters of aquatic prod-
ucts, or any federation of such associations, which is operated on a co-
operative basis, and has the powers for processing, preparing for market,
handling, or marketing farm or aquatic products; or for purchasing,
testing, grading, processing, distributing, or furnishing farm or aquatic
supplies or furnishing f; m buslt ess services or services to eligible co-
cperatlves and conforms to either of the two following require* tents:

(a) no member of the association Is allowed more than one vote
becauso of the amount of stox, or membership capital he may own
therein; or

(b) does not pay dividends on slock or membership capital In
excess of such per centum per annum as may be approved under
regulations of the Farm Credit Administration; and In any case

vC) does not deal In farm products or aqua Ic products, or prod-
ucts processed iherefrom, farm or aquatic sui piles, or farm busi-
ness services with or lor nonmembers In nn amount greater In valuo
than Die total amount of such business transacted by It with or for
members, excluding from Die total of member and noiinicmbrr bu*i-
ness transactions wvltli tie I'nilied Stales or any agency or instru-
mentality thereof or services or supplies furnished as a public utili-
ty; and
Y <cl) a percentage of the voting control of the association net lor
than SO per centum lib per centum In Die case of rural el**ctrlc,
telephone, ami public utility cooperatives), or such higher pore*ntago
as established by the district board ts told by farmers, proli.cers
or harvesters of aquatic products, or eligible cooperative a >socla-
Dons as defined herein;

shall be eligible lo borrow from a bank for cooperatives.

['ub.L 92 181. Title Ill. | 3.8, Dee. 10. 1371, 85 Stat, 605. amended Tub
L IM-1M. | 1 a). Dec 31. 1975, HC Slat. 1060.

[ So In oriPins!..| A cumins aflrr "producers” ws» prolinblf' net Intended,
Mﬁﬂﬂj nA(gndrrrH n,‘a_rov'iMn%]il_”métinlgjllto i per Ms.t_"-rr(\;? '\én’,('ft'iufb'rl.orr\(l)'f I .1»6[. Flfgl *ll.ncl)vrr
eeetilmu itgj L".Kl'od¢™ Cong,

oL luting eonir.d In the ru-e o| slid” Ad'n News, li
rornl rI,ntrI‘. thcpIu.ur. and puT’dIe uIII?, 2MX.
ti] roupi-ratlvrs.

ft 21,10. Owe -ship nf vtm| 1y bnrrower*
fa) Kach borrower at tho time a loan Is made by a bank for co-
operatives shall own at least one share of voting stork and shall be re-
quired by Die bank wvllh Die approval of Die Farm Credit Administration
to Invest In additional voting stock or nonvoting Investment stork at
that time, or from time to time, at the lending bank may determine, but
A Dm requirement for Investment In slock at (be lime Die loan It closed
( shall nut exceed an amount equal lo 10 per centum nf the face amount
. of\'[hO loan. Sugh additional ownzblp requirements may bo based 0S

tentage of the Interest pnvuhit by Die borrower during an) year of dur-
ing any quarter thereof, or UpOn such other basis ns Ihe bank, with the
approval of Die Farm Credit Administration, dciermines will provide
adequate capl* ' for Die operation of the hank and equitable ownership
thereof among borrower*. In the case of a direct loan hy Die Central
Hank, the borrower 8ball be required lo own or Inv m In tho necessary
slock in a district bank or banks a* may lie approved by the Farm Credit
AdmiInUtra.lon and such district bank slmH be required to own n cor-
responding amount of stock In tie Central Dank, ut voting stock shall
be In the one district bank dor quoted by the Farm Credit Administration,

<h) Notwithstanding the provisions el subsection (a) of ibis section,
the purclm e ofstork need not be required with respect to that part of
any loan . ide by a hankfor cooperatives which It sells to or makes tn
participation vltli llnanctal Institutions mh*r than any of the Lanka
for cooperatives, In such cases the distribution of earnings of the bank
for cooperatives shall be on the basis of the Interest In the loan re-
tained by such bank,

'ub.L. 92-181, Title UIl. | 3.9, Doc. IP, 1977. 81 Stat. 605.

8 21.TI, |liOilliw— Interest rates nml charge*

(a) Loans made by a bank for cooperatives shall bear 1.terest ut a
rate or rates determined by the board of directors of the bank from
time to time, with the approval of the Farm Credit Administration, in
setting rates and charges. It shall be the objective to provide the types
of credit needed by eligible borrowers at the lowest reasonable cost on
a sound business basis, taking !,to acco.'Ul Die net cost of money to the
batik, necessary reserves ..., d expenses n| Die bank, and services pro-
vided. The loan documents may provide tn, the Interest [al€ or rates
to vary from time to time during Die repayme,." period of in. loan. In
accordance with pip rate or rotes currently being ci ¢rged by the bank.

SrrurlCy
(hi Loans slinll hr made upon such terms, conditions, and security.
If any. as .nay l.c determined by Dir bank In accordance w| h regulations
of Die Farm Credit AdmiInittrallon.

Itirn

Cel Kacli bank for cooperatives shall have a first Hen on ..'l stick or
other equities In the hank as collateral for the payment of any Indebted-
ness of the owner thereof to the bank. In Die case of a direct loan tn an
eligible cooperative by the Central Dank, the Central Dank shall have a
first lien on Die stock nnd equities of the borrower lit Die district bank
and Die dlslilet bank shall have a lien thereon Junior only to Die lien of
the Ccr*ral Hank.

C'nncHfnfloni npi‘llrnflun on

(il) In any cast whore the ilvbi of a borrower It in default, or In any
cist* of liquidation or dissolution of a present or former borrower from
a batik tor cooperatives, the bank may. but shall not be required to. re-
tlro and cancel alt or a part of Die stock, ullocated surplus or contin-
gency reserves, or any other equity In tbt bank owned by or allocated
to such borrower, at Die-fair bo K value thereof not exceeding par. and.
to Die extent required In such evses. corresponding shares nnd alloca-
tion* and other equity interests held by a district bank in another district
bank on account of such Indebtedness, shall be retired or equitably ad-
gsled.

f'ub.L. 92-181. Title Hi. | 3 10, Dec. 10, 1971, 85 Stat. 606

ft 21112. Karnlngs and ei-seeves; application of savIng«— Application
nf auvina* when Imik fix sMilotiiluhlig xInrk held by (ioterttor

la) Each bank for cooperatives, at Die end of each fiscal year when
mid bank shall have stock outstanding held by the Governor of the Farm
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C. T. CLVEY OUILOIND

UNIVCRSiTV QF ALASKA
FAIRDANKS. ALASKA 99701

March 8, 1979

Representative Brian Rogers
Pouch V
Juneau, AK 99811

Dear Brian:

Following a conversation with Vice Chancellor Keith B. Mather who

asked my opinion on HB 12, | am submitting the following comments. This
letter also amplifies statements | made in response to your telephone
call of yesterday. I appreciate your having called on the matter.

I think the general idea of HB 12 is excellent; there is no doubt
that Alaskans are highly interested in it. Furthermore, a successful
program of this type creates the image of a helpful and responsive State
government. But 1 think it crucial to mnke sure the program is handled
well. Several specific comments follow:

1. I see no reason to establish a new staff anywhere to distribute
this money and monitor its use. 1 suggest that no more than 20-30
percent of the appropriated funds need be spent on administrative costs.
To do that requires use of an existing office such as that of the Alaska
Council on Science and Technology or the Renewable Resources Corporation
and some effective procedures of idea solicitation, proposal review and
monitoring of projects funded.

2. The program will fail if there is too mucl paperwork involved
in proposal preparation or reporting. Many of the people who are likely
to contribute innovative approachcu through this piogram are not comfort—
able with writing. Proposers should be allowed to propose verbally on a
cassette recorder or In writing on a very few sheets of paper.

3. The Alaska Council, on Science and Technology 1is already working
on steps oriented to establishing review procedures>as it is requW-d to
do by statute. Why not take advantage of this ongoing effort? With the
advice of the Council members, the Council®"s existing staff can handle
at least the proposal review process at comparatively low cost.

4. Reviewers in the University of Alaska system, in private
industry and in State agencies can be relied upon to help. These people
also could bu asked to act as project advisors to the individuals actually
receiving chi funds and thereby assist the innovators. This can also be
a mechanism to help tho shy Innovator deal with the bureaucracy, and a
mechanism vhereby the innovator gets additional moral and perhaps even
facilities rapport fron his "advisor-oponsor.”™ The educational benefit,
both to the innovator nnd the "advisor-aponsor"™ could be of significant
value.



Representative Brian Rogers -2- March 8, 1979

5. A real problem is how to inexpensively monitor and obtain
responsible reporting on the results of funded work. There may be
interesting legalistic problems such as can a recipient of State funds
buy equipment, etc., without going to the lowest bidder? Who owns any
resulting patents? What is to stop a nrant recipient from usine the
money to vacation in Hawaii? |In essence, if the backyard inventor is
8<in8 to have to comply with the same rules that Alaska enforces upon
its organized activities of similar nature, the poor inventor is unlikely
to have much time or energy left for inventing. But if we don"t Put
some constraints on the grantee, how can we prevent gross misnn<> of
£und2? I think this can be worked out, but it will take a little doing
to achieve a proper balance. One idea | had was to require either a
written report at the end of the project or the option of attending the
annual Alaska Science Conference to give a report on the work to a
specially organized section; part of the grant would pay for the grantee %
attendance. Use of the "Bponsor-advisor®™* concept also should help limit
the need for extensive [EpOrting.

I want to emphasize that in no way should this letter be construed
as an official pronouncement of the Alaska Council on Science and Tech—
nology. Because of the possibility that the Council may become involved
in this matter, 1 am sending copies of this letter to the Executive
Director and to the members of the Comic:!.

Sincerely,

T. Nell n vis _
Professor of U. 'physics

TND/fp

cc« Keith B. Mather, Vice Chancellor

Al Bclon, Associate Director
Chris Noah, Executive Director
Council members:

MIm Dixon

Gregg K. Erickson

David M. Hlckok

Richard Malden ctT

Ronald 0. Skocg

Richard R. Straty



Sec. 44.54.20. BOARD OF DIRECTORS.

The bank shall be managed by a board of directors consisting of
seven members. Initial appointments to the board shall be made by the
Governor. Thereafter five of the board members shall be elected by the
shareholders and _two shall be appointed by the Governor until the re-
purcha: » cf all non-voting, preferred shares initially issued by the
bank and purchased by agencies of the State. The board members shall
annually elect a chairman from among themselves. The purpose of the
board is to manage the assets of the bank. The initial board shall be
composed of five members and the remaining two members shall be appointed

by ttie Governor at the tine of the first annual membership meeting.

Sec. 44.54.09i. TERM OF OFFICE.

The members of the board snail serve lor three years, and they may
serve jJiicce? ive terms. Terms shall be daggered. Initial terms shall
be two members serving for one year, two members serving for two years,
and one memoer serving for three years, to be determined by lot. The
initial terms shall expire at the first, second and third annual member—

ship meeting of the bank, respectively.
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SUMMARY

This resolution directs the Alaska delegation

introduce and urge passage of

from federal

paid to residents

to the tax free cost-of-living allowance oaid to federal

in Alaska and other

as non-federal

cost-of-living but®jckr-

effects ./
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FISCAL NOTE: None
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Relating to the tax exemption granted to
employees
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employees

in Alaska and in other
outside the contiguous 48 states.

in congress to

legislation that would exempt

income tax a percentage of the wages and salaries

locations that is equal

workers
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FLOOR REPORT

CSSB 182 By x ie State Affairs Committee

-1 Cy S/t ¢( li<[?
/}f>m Committei simply does two things. It abolishes the sal. ?y

commission and maintains the salaries at their current level.

The original "-oonsors and the majority of the committee feel
that the salary commission has not solved the problem they set out
to do. The Commission was created to stay void from politics and
public pressure while making yfrury judgements. It seems when the
public applies pressure the Commission backs down from its re—
commendations. Regardless of who makes the salary recommendations
it is the Legislative Body that takes the finaVrheat from the public,
so the sponsor and majority of the committee feels that the legislature
should be involved in che salary settinc process from beginning to end.

ir/t Fh>e

The committee also adjusting the salaries could be adressed

in HB 220 rather than 1in this legislation.



Alaska jJiiate 7aeytslature

Senate

Committee on Std'e Affairs

Pouch v

o . State Capitol
Official Buainesa Juneau, Alaska 99611

April 26, 1979

The Honorable Clem Tillion
President of the Senate
Alaska State Legislature
Juneau, Alaska 99811

Dear Mr. President:

While it is doubtful that this legislation will have excessive

fiscal impact, the committee is unable to determine its
extent.

Senator Bob Mulcahy, cna”“roalj

Senate State Affairs



In the Division of Insurance numerous records are kept, many of which
are currenty public documents and many of which, though the degree to
which public access is authorized may be in doubt, ought to be available
to the pubic and this measure will clarify those rules.

By the same token there are numerous records maintained by tha Division

of Insurance public access to which serves no purpose and in fact could
jeopardize the rights of irdividuals and seriously impair the availability
of important regulatory r “ormation.

We have several areas where we are concered with confidentiality. These
areas are as follows:

T..e current Alaska Insurance Code requires that the Alaska
Insurance Guarantee Association and the Director of Insurance
exchange information concerning the potential insolvency of
insurance carriers. Because this information is often based

on rumor or speculation and sometimes inaccurate and often
incomplete data, to permit public access and potential publication
of these records could prove seriously detrimental to the

subject insurance carrier yet it is important that the Director
and the Board of Directors of the Alaska Insurance Guarantee
Association engage in this exchange.

We believe that the public should have information concerning

a carrier which is not financially su. ted to provide insurance
in this State but that information should be made availaole
only after there has been a proper determination that the
carrier is in fact not financially able to meet its obligations.

We would propose an amendment that would exempt from public
access the exchange of information between the Director and
the Board of Directors of the Guarantee Association concerning
these potential and unsubstantiated financially impaired
carriers.

B. The Division of Insurance 1s required by law to perform an
extremely extensive examination of insurance carriers no less
often than every three years and has In its discretion authority
to examine more often. These examinations probe intensively
Into the underwriting, claim handling, marketing, investment
and management policies of the carriers. It explores their
reinsurance and all of their accounting and bookkeeping records.
It is extremely important that the regulator have access to
this information and that it accumulate this information in
appropriate records 1in the Division of Insurance. By the same
token it would be very unfair to the insurance carrier to have
this kind of information available for public view. Reinsurance
information and the Information about advertising, marketing,
underwriting and its other coi .ractual obligations is and
ought to remain proprietary information to the carrier. It
would be seriously destructive to competition If other carriers
could have access to that kind of data.



We would propose an amendment that would exempt from public
access, the reports of examination and related records. This
would not exempt and thi.s would allow public continual access
to the financial statement of all insurance companies filed
annually by the carriers, their applications for license,
holding company reports, and all other information which the
Division maintains as part of the Certificate of Authority
file. In our opinion this information is appropriately a
publicly accessible record.

C. All applicants for a license to act as an agent, broker, or
adjustor must submit an application which probes into personal
history, potential criminal record and other data, all of
which is and ought to remain, personal and confidential to the
applicant. There is no purpose served in giving the public
access to the record of the personal lives of Alaska citizens
simply because that cicizen seeks to apply for a licnese to do
a special business in this State. Our general records concerning
who has a license is currently and ought to remain a public
record. That is, the public may know who has a license and
what that license authorizes .hat individual to do. It does
not seem appropriate, however, that all personal information
which we must have 1n order to make a judgement about the
person®s qualifications for a license should be available to
anyone else.

We would propose an amendment which makes the license application
files confidential and not available for public access except
that the individual applicant or licensee may review his own
file. This, of course, does not give the aoplicant access to

his examination, examination answers, or test score.

The committee should be aware that there are already certain other
matters which are currently exempted from public view and | believe
ought to remain confidential.

The Uirecto as authority to keep confidential any Investigation of an
agent, brok.-r. adjustor, or other licensee. This 1s important because

an investigation may reveal information of an incriminating r.ature which
ought not to be made public until there has been a hearing and an official
determination of the validity of charges brought against sucn a person.

An investigation which has not been culminated 1in a hearing, an official
determination ought not be made public record.

Rate filings remain confidential until the filing is approved. Once the
filing 1is approved, the filing may be reviewed by any member of the
public and 1t is appropriate that the public and competitors see the
justification for a change of rates or for a new policy form. Until it
is approved, however, It creates a competitive disadvantage for one
carrier to have advanced notice of what another carrier may have filed
for approval before that first carrier has had an opportunity to have
its rate approved and marketed.



Add

See.

a)

b)

21.30J75 Confidentiality of Information

All reports; recommendations, requests for information and
records, made, transmitted or retained pursuant to Sec. 110
of this chapter except the report on causes of Insolvency
required by Section 110(i ) shall be a confidential record
not available for public access.

All files of the association concerning claims against the
association shall be a confidential record not available for
public access.

Amend Sec. 21.80.110(b) by deleting: (ib*7

and

And

Add

Add

Add

"The request for an examination shall be kept on file by
tho Commissioner but it shall not be open to public inspection
before the release of the examination report to the public.”

deleting (d) (

"These reports and recommendations nail not be considered
public documents.™

to 21.06.120

(D

All interim and final reports of examinations and all records
made, transmitted or retained 1n connection with an examina—
tion shall be confidential records and not available to public
access.

to 21.66.120

©

All Interim and final reports of examinations and all records
made, transmitted or retained in connection with an crimina—
tion shall bo confidential records and not available .0 public
access.

to 21.0d.370

(©)

All interim and flr.al reports of examinations and all records
made, transmitted c* retained In connection with an examina—
tion shall be confidential records and not available to public
access.

to 21.27.040

(D

An application and all rccoros furnished to, or mado or
retained bv the Director In connection with an application
for a license Is a confidential record and not. available

to public access except that an applicant for a license or
licensee shall have the right to review his own file and
all records a part thereof except examinations, examination
answers or scores.



Add to 21.33.150

©

An application and all records furnished t*, or made or
retained by the Director in connection w" :,h an application
for a license is a confidential record and not available

to public access except than an applicant for a license or
licensee shall have the right to review his own file and
all records a part thereof except examinations, examination
answers Or scores.
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816.43.010 Fish and Game 816.43.020

Chapter 43. Regulation of Entry into Alaska
Commercial Fisheries.
Article

1 Creation of the Alaska Commercial Fisheries Entry Commission (88 16.43.010
16.43.080)

Powers and Duties of the Commission (88 16.43.100 — 16.43.120)

Requirements for Entry Permits (88 16.43.140 — 16.43.182)

Initial Issuance of Entry Permits (88 16.43.200 — 16.43.270)

Reductior to Optimum Number of Entry Permits (88 16.43.290 — 16 43.330)

General Provision!. 8 16.43.350 — 16.43.380)

ok wWN

Legislative committee report. — For am S), see 1973 House Journal, p. 503; 1973
report on ch. 79. SLA 1973 (SCS CSHB 126  Senate Journal Supplement No. 15.

Article 1 Creation of the Alaska Commercial Fisheries
Entry Commission.

Section Section

10. Purpose and findings of fact 60 Compensation of members of the

20 Alaska Commercial Fisheries Entry Alaska Commercial Fisheries Entry
Commission Commission

30. Term of office; vacancy 70 Legal counsel

40. Quorum 80. Employment of personnel

50. Qualifications

Sec. 1643010, Purpose und findings offact,(a)lt is the purpose of
this chapter to promote the conservation and the sustained yield
management of Alaska's fishery resource and the economic health and
stability of commercial tlshm% in Alaska hy re?.ulat lg and controlling
entry into the commercial fisheries in the “public int -rest and without
unjust discrimination. S .

The legislature finds that commercial fishing for fishery resources
has reached levels ol participation, on bot* astatewide and an area basis,
that have impaired or threaten to impair the economic welfare of the
fisheries of the state, the overall efriciency of the harvest, and the
wlgs%)med yield management of the fishery resource. (* 1ch 79 SLA

Applird in hakxon v Rickey, Sup CL
Op No. 12G7 (File No. 2550), 550 P2d 359
11976).

Sec. 1613020 Alaska Commercial Fisheries Entry Commission,
E_EJ) There is established the Alaska Commercial Fisheries Entry

ommission as a requlatory and quasi-judicial agency of the state. The
commission consists of three members appointed by the governor and
confirmed hy the legislature in joint session.

119



§16.43.030 Alaska Statutes 8§ 16.43.060

(b) The governor shall designate one memoer of the commission as
chairman of the commission. The member designated shall serve as
chairman for a term of two years, and may be designated chairman for
successive two-year terms. (§ 1ch 79 SLA 1973)

Sec. 1643030. Term of office; vacancy, (a) The members of the
commission shall be appointed for terms of four years. Initial
appointments shall be as follows: one member for two years, one
member for three years, and one member for four years. The governo-
may remove a commissioner from office for cause including but not
limited to incompetence, neglect of duty, or misconduct in office. A
commissioner, to be removed for cause, shall be ?wen a co_pY of the
charges against him and afforded an opportunity to be publicly heard
in person or by counsel in his own defense upon not less than 10days
notice. If a commissioner is removed for cause, the ?overnor shall file
with the lieutenant governor a complete statement ot all charges made
against the commissioner and his findings based on the “charges,
together with a complete record of the proceedings.

%b) A vacanc?/] on the commission shall be filled by apRomtm_ent by the
governor i..id the appointment shall be confirmed b%t e Ieglslat_ure in
joint session. A member selected to fill a vacancy shall hold office for
the balance of the full term for which his predecessor on the commission
was appointed. o o .

(c) A vacancy on the commission does not impair the authority of a
guo_rum of commissioners to exercise all the powers and perform all the

uties of the commission. (§ 1ch 7 SLA 1973

Sec. 1643040, Quorum. Two members of the commission constitute
a quorum for the transaction of business, for the performance of a%%
or for the exercise of a power of the commission. (§ 1ch 79SLA 1973

Sec. 1643050, Quulificutions. The commission shall consist of three
members with a broad range of professional experience, none of whom
has a vested economic interest in an interim-use permit, entry permit,
commercial fishing vessel or gear, oi in an%shery resource processing
or marketing business. (§ 1ch 79 SLA 1B73»

Sec. 1643060 Cor Eensation of members of the Alaska
Commercial Fisheries Entry Commission. Members of the commission
are in the exempt service and shall receive an annual salary as
established under AS 39.23 (§ 1ch 79SLA 1973 am § 5ch 47SLA 1974
am § 1ch 148 SLA 1976, am § 2¢ch 263SH 1979

Effect of amendment*. The 1974 Tinlsecond 1976 amendment substituted
amendment rewrote thin section. "as established under AS 39 23" for "equal
The first 1976 amendment deleted to that of a district court judae payable in
"payable in equal monthly installment*" equal monthly installments ”
from the end of the section.
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§16.43.070 Fish and Game 8 1(\43.100

Sec. 16.43.070. Legal counsel. The attorney general is the legal
counsel for the commission. He shall advise the commission in legal
rm.tters arising in the discharge of its duties and represent the
commiss:or in suits to which it is a party. However, the commission may
retain additional legal counsel as appropriate. (§ 1ch 79 SLA 1973)

Sec. 16.43.080. Employment of personnel, (a) The commission may
employ those persons necessary to carry out the purposes of this
chapter Employees of the commission are in the exempt service under
AS 3r -5.110.

(b) In addition to its staff of regular employees, the commission may
contract for and engage the services of consultants, experts and hearing
officers as necessary. (§ 1ch 79 SLA 1973)

Article 2. Powers and Duties of the Commission.

Section Section
100. General powere 120. Application of Administrative
110. Regulations and hearing procedures Procedure Act

Sec. 16.43.100. General powers, (a) To accomplish the purposes set
out in § 100f this chapter the commission shall: _

(1) requlate entrr into the commercial fisheries for all fishery
resources in the state; o N .

(2 establish priorities for the application of he provisions of this
chapter to the various commercial fisheries of the state;

(32 establish adrinistrative areas so table for regulating and
con rollln% entry into the commercial fisheries;

4 establish, for all tyPes_of gear, the maximum number of entry
permits for each administrative area;

b) designate, when necessary to accomplish the purposes of this
chapter, particular species for which separate interim-use permits or
entry permits will be issued:

(6{estab|ish qualifications for the issuance of entry permits;

(7% issue entry permits to qualified applicants;

h(8tissue interim-use permits as provided in 8§ 210 — 220 of this
chapter;
(g) establish, for all types of gear, the optimum number of entry

permits for each administrative a -ea; _ |

(10) administer the buy-back prvgram provided for in §§ 310 — 320
of this chapter to reduce the number of outstanding entry permits to
the optimum number of entry permits; o

(ﬂ;prowde for the transfer and reissuance of entry |iermits to
qualified transferees; . _

(12) provide for the transfer and reissuance of entry permits for
alternative trpes of legal gear, in a manner consistent with the purposes
of this chapter; ﬂ
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(13) administer the collection of the annual fees provided forin a 160
of this chapur. . o

(b)  The commission may do all things neces_sary to the exer :ise of its
powers under this chapter, whether or not specifically designated in this
chapter. (§ 1ch 79 SLA 1973

Editor'* note. — Section 14, ch. 105, SLA  (14) reads "(14) administer the issuance of
1977, effective January 1, 1978, added commercH fishing vessel licenses under
paragraph (14) to subsection (a). Paragraph ~ AS 16 05.-.90"

Sec. 1643110 Regulations and hearing procedures, (a) The
commission may adopt requlations, consistent with law, necessary or
proper in the exercise of its powers or for the performance of its duties
under this chapter. _ _ _

(b) The commission shall adopt regulations, consistent with due
process of law, which govern practice and procedure and the conduct
of all investigations, hearings and proceedings which it holds.

(c) Common-law rules of evidence apply to investigations, hearings
and proceedings before the commission, except when the commission
determines that their application is not required in order to assure fair
treatment of all parties and that the evidence is relevant and of the sort
on which responsible persons are accustomed to rely in the conduct of
serious matters. o |

(d) The commission, each commissioner or an employee authorized by
the commission may administer oaths, certify to all official acts, and

and the production_of testimony, records, papers, accounts and
documents in an inquiry, investigation, hearing, or proceedm%_before the
commission in any parfof the state. The commission may petition a court
to enforce its subpoenas or other process. (§ 1ci 79 SLA 1973

Sec. 16-13120 Application of Administrative Procedure AcL (a)
The administrative adjudication procedures of the Administrative
Procedure Act (AS 44.62) do not apply to adjudicatory proceedings of
the commission except that final administrative determinations by the
cormwggg%are subject to judicial review aH provided in AS 4462560

() AS '44.62010_—, 4462320 and 4462640 apply to regulations
adopted by the commission. (S 1ch 79 S*A 1973

Article 3 Itequirrmrnts for Entry Permits,

Section

170 Transfer of entry permit*
180. Emergency transfers
182 Entry permit deductible as business

ripens*
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Sec. 1643140, Permit required, (a) After January 1,1974, no person
may operate gear in the commercial taking of fishery resources without
a valid entry permit or a valid interim-use permit issued hy the
commission. = . -

, ﬂb) A permit is not re.cluwed of a crewman or other person assisting
in the operation of a unit of gear engaged in the commercial taking of
fishery resources as Ion? as the noI_derofthee_ntr{ permit or the
interim-use permit for that particular unit of gear is atall times present
and actively engaged in the operation of the gear. .
~(c) A person may hold more- than one interim-use or entry permit
issued or transferred under this cha?ter only for the following purposes:
1) fishing more than one type of gear, °
fishing in more than one administrative area;
harvesting particular_species for which separate interim-use or
entry permits arc issueo. (8 1ch 79SLA 1973

Applied in luakiwn v Rickey, Sup. Ct
Op No. 1267 (1 le No. 2550), 560 P.2d 359
(1976).

Sec. 1643150 Terms and conditions of entry permit; annual
renewal, (a%_Each entry permitauthorizes the permittee to operate a unit
of gear within a specified administrative area.

(h) The holder of an entry permit shall have the permit in his
;)tossesslon adt all times when engaged in the operation of gear for which
It was issued.

(r' Each entry permit s issued for a term of one year and is renewable
annually.

(d) Failure to renew an entry permit for a period of two years from
the date of last renewal results in a forfeiture of the entry permit to the
commission, except as waived by the commission for good cause

(e) Anentry permit constitutes a use privilege which may be modified
or revoked by the legislature with >ut compensation.

(O An entry permit survives the death of the holder.

(g) An entry permit may not be:

(1) pledged, mortgaged, leased, or encumbered in any way;
)

2) transferred with any retained right of repossession or foreclosure,
or

@ attached, distrained, or sold on execution ofjudgment or under any
other process or order of any court.

(h? UK)n the death of an entry permit holder, the permanent permit
shall be transferred by the commission ||rec,t|%/ to the surviving spouse
by right of survivorstiip unless a contrary intent is manifested. When
no spouse survives, the rights of the decedent pasH as part of his estate.
(8 1c0 79 SLA 1973; um $51,2 ch 73 SI,A 1977)

123
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Effect of Amendment. — The 1977 (1) of subsection (g) and added subsection
amendment inserted "leased" in paragraph  (h).

Sec. 1643160. Fees. (a) The commission shall establish annual fees
for the issuance and annual renewal of entry permits or in.. :m-use
permits to reflect the cost of administering this chapter. Fees collected
under this section shall be paid into the general fund.

(b) Annual fees established under this section shall be no less than
$10 and no more than $100 and shall reasonably reflect the different
rates of economic return for different fisheries.

(c) The holder of an entry permit or interim-use permit who has a net
family 'ncorne falling within the Federal Social Security Administration
poverty guidelines, adjusted by the commission to reflect appropriate
cost-of-living differentials, is subject to a maximum annual fee of $5.
(8 1ch 79 SLA 1973)

Editor's note. — Section 15. ch. 105, SLA
1977, effective January 1, 1978, amended
this section to read as follows: (a) The
commission shall establish annua! fee* for
the issuance and annual renewal of entry
permits or interim-use permit*. Fees
collected under litis section shall be paid

(b) Annual fees established under this
section shall be no less than $10 and no
more than $750 and shall reasonably reflect
the different rates of economic return for
different fisheries.

(c) The resident holder of an entry permit
or mterim-use permit who has a net family

income falling within the Federal
Community  Services Administration
poverty guid ines. adjusted by the
commission to reflect appropriate
cost-of-living differentials, is subject to a
maximum annual fee of $15

into the general fund, except for an amount
equal to 60 per cent of the fee each permit
hoi' -r would otherwise lie obligated to pay
for a crewmember license under 4 480 of
this chapter which shall be paid into the
fishermen's fund under AS 23.35.060.

Sec. 1643170 Transfer of entry permits, (a) Kntry permits and
intcrim-use permits are transferable only through the commission as
provided in this section and § '<Qof this chapter and under regulations
adopted by the commission.

(b) Except as provided in (c) of this section, the holder of an entry
permit may transfer his permit to another person or to the commission
uJH>n 60 days notice of intent to transfer under regulations adopted by
the commissi n. No sooner than 60 days nor later than 12 months from
the date of notice to the commission, the holder of an entry permit may
transfer his ptrmit. if the proposed transferee, other than the
commission, can establish present ability to participate actively in the
fishery, the commission shall approve the transfer and reissue the entry
permit to the transferee.

(c) Ifthe numberofoutstanding entry permits for a fishery is greater
than the optimum number of entry permits established under 8§ 290 —
300 of this chapter, the holder of an entry permit who qualified for thut
entry permitin a priority classification designated under *>250(c) of this
chapter may transfer his permit only to the commission, fhc transfer
to the corntirssion shall be made under the buy-back provisions of 85 310
—320 of this chapter.
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(d) Repealed by § 9¢ch 73SLA 1977.(§ i ch 790, . I,
126 SLA 1974, am 8§ 3, 4, 9 ch 73 SLA 1977) N 1973 «» * 1ch

Effect of amendments. — The 1974
amendment, in subsection (b), substituted
"60 days” for "six months” in the first and
second sentences and "12 months" for
"eighteen months" in the second sentence.

The 1977 amendment substituted "Entry
permits and interim-use permits are" for
"an entry permit is" at the beginning of
subsection (a), deleted and (d)" following

5 16.43.200

beginning of the first senlrnee of
subsection (b), and repealed subsection tdk.
which provided for a five-year prohibition
on transfer ol entry permitil an applicant
eligible for such permit under AS 16.43 260
so elected.

Cited in Isakson v. Rickey, Sup. Cu Op.
No. 1267 (File No. 2550), 550 P 2d 359
(1976).

"Except as provided in (c)” near the

Sec. 1643180, Emergency transfers, (a) The commission shall adopt
regulations providing for the temporary transfer of entry permits and
interim-use permits to alleviate hardship caused by illness, disability, or
death of a permit holder so that another person may operate the
transferor’s vessel and gear, or another .\ssel and other gear if the
transferor’s has been destroyed or seriously damaged, for the remainder
of the season, or in the case of illness or disability, for the duration of
the illness or disability if that is shorter than the remainder of the
season. Interim-use permits are otherwise nontransferable.

(b) The commission shall adopt regulations providing for the
temporary transfer of an entry permit upon the death of the permittee
pending final disposition of the permitas a partof the permittee’s estate.
(8 Lch 79 SLA 1973; am § 5ch 73 SLA 1977)

Kffec* ol anirndment. — Thr 1977 hardship prevents the permittee from
amendment substituted the language parliripaUng in the fishery" in the first
beginning "entry permits and intenmuae  Sentence of subsection (a) nnd added the
permit** for "an entry permit when second sentence of that suhsecUon.
sickness, injury, or other unavoidable

Sec. 1643182 Entry permit deductible as business expense. An
entry permit purchased under this chapter is deductible as a business
expense as provided in AS 43.20.031(h). (§ 6 ch 73 SLA ! 77)

Article 4. Initial Issuance nf Entry Permits.

Section Section

200 Administrative arras 260 Standards for initial issue ol ntry

210 Interim use permit, ijualificatHins permit*

220. Term* and conditions of inUnm-UM 260 Application for initial tsaue of entry
I>ermiu permits

230 Designation of distressed fisheries 270 Initial issuance nf entry permits
240 Determination of the maximum

number of entry permits for initial

itsus

. . \
Sec. 16.13.200. Adminixtrutivp areas, (a) The commission shall
establish administrative areas suitable for regulating and controlling

126



16.43.210 Alaska Statutes 816.43.220

entry into the commercial fisheries. The commission shall make the
administrative areas reasonahly compatible with the geographic areas
for which specific commercial fishing regulations are adopted by the
Board of Fisheries.

(b) The commission may modify or change the boundaries of
administrative areas when necessary and consistent wili the purposes
of this chapter. (§ 1ch 79 SLA 1973; am § 30 ch 206 SLA 1975)

Effect of amendment. — The 1975 at ihe end of the second sentence of
amendment  substituted "Board of subsection (a).
Fisheries” for "Board of Fish and Game"

Sec. 16.43.210. Interim-use permit; qualifications, (a) Pending the
establishmentof the maximum number of entry permits under § 240 of
this chapter and the issuance of entry permits under § 270 of this
chapter, the commission shall issue interim-use permits under
regulations promulgated by the commission for each fishery, to all
applicants who can establish their present ability to participate actively
in the fishery for which they are making application, except as provided
under (e) of this section.

(b) Before the issuance of the maximum number of entry permits for
a given fishery, the commission may issue an interim-use permit to an
applicant who may later become eligible for an entry permitunder § 270
of this chapter.

(c) To the extent that the commissioner of fish and game authorizes
it under AS 16.05.050(11), the commission may grant an interim-use
permit to a person to engage in the commercial taking from a fishery
on an experimental basis.

(d) The sustained yield management ami economic health of the
following fisheries is severly impaired as a result, among otiier factors,
of too many units of gear participating in the commercial harvest:

(1) Bristol Bay registration area —drift gillnet fishery;

(2) Cook Inlet registration area —drift gillnet fishery;

(3) Prince William Sound registration area —drit gil.net fishery.

(e) For r *ishery specified under (d) of this si/.tion, an interim-use
permit may be issued for 1974 only lo an applicant who has harvested
the fishery resource commercially while holding a gear license issued
lig%?)r AS 16.05.536 —16.05.670, la-fore January 1, 1973.(§ 1ch 79 SLA

mprctively AU«k» Sutulr* J605 MO —
1606 650 and 1605670. rrf.rrrd Ui in
*UbM-rtk>n (+). mrrr rvpraled by 1 19. ch.
105, SLA 1977, effector January |, 1978.

Sec. 1643220 Terms nnd conditions of interim-use permits, (a)
The commission shall adopt regulations specifying the dates and places
of application, the procedures to lie followed in renewal of the

, Mg
r\ V.La

-Ab-C*ct .p 14
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interim-use permitincluding the time, place of its renewal, and for any
other purpose incident to the administration of interim-use permits for
that fishery. An interim-usc permit shall expire upon the final
determination of the holder’s eligibility for an entry permit

(b) Repealed by § 9 ch 73 SLA 1977.

(c) The holder of an interim-use permit must have the permit in his
possession at all times when engaged in the operation of the gear for
which it was issued. (§ 1ch 79 SLA 1973;am § 2ch 126 SLA 1974; am
§ 9ch 73 SLA 1977)

Effect of amendments. — The 1974 The 1977 amendment  repealed
amendment, in subsection (b), deleted from  subsection (b), which read "The commission
the end of the first sentence provisions shall adopt regulations for the temporary
relating to causes of hardship and lo the transfer of interim-use permits to alleviate
duration of a temporary transfer of an  hardship. Interim-use  permits  are
interim-use permit. otherwise nontransferable."

Sec. 16.43.230. Designation of distressed fisheries. Pending the
determination of maximum numbers of entry permits under § 240 of
this chapter and before the initial issue of entry permits under § 270
of this chapter, the commission shall designate as distressed fisheries
those for which it estimates that the optimum number of entry permits
will be less than the highest number of units of gear fished in that
fishery during anv one of the four years immediately preceding January
1,1973. (8§ 1ch 79 SLA 1973)

Sec. 16.43.240. Determination ot the ma<imum number of entry
permits for initial issue, (a) Except as provided in § 270(a) of this
chapter, the maximum number of entry permits for a distressed fishery
designated under § 230 of this chapter shall be the highest number of
units of gear fished in that fishery during any one of the four years
immediately preceding January 1, 197)

(b)  When the commission finds that a li*hery not designated as
distressed fishery’ under § 230 of this chapter has reached levels of
participation which require the limitation of entry in order to achieve *he
purposes of this chapter, the commission «hn!t establish the maximum
number of entry permits for that fishery. (§ 1ch 79 SLA 1973)

Sec. 16.43.250. Standards for initial issue of entry permits, fa)
Following the establishment of the maximum number of units of gear
foraparticular fishery under § 240 0f his chapter, the commission shall
adept regulations establishing qualifications for ranking applicants for
entry permits according to the degree of hardship which they would
suffer by exclusion from the fishery. The regulations shall define
priority classifications of similarly situated applicant* based upon a
reasonable balance of the following hardship standards:

(1) degree ofeconomic dependence upon the fishery, including but not
limited to ] »errentago of income derived from the fishery, reliance on
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alternative occupations, availability of alternative occupations,
investment in vessels and gear;

(2) extentofpastparticipation in the fishery, including but not limited

to the number of years participation in the fishery, and the consistency
of participation during each year.

(b) The commission shall designate in the regulations those priority
classifications of applicants who would suffer significant economic
hardship by exclusion from the fishery.

(c) The commission shall designate in the regulations those priority
classifications of applicants who would suffer only minor economic
hardship by exclusion from the fishery. (§ 1ch 79 SLA 1973)

Determinative factor in allocation of determinative f *ctor in the allocation of the
initial permits. — The legislative history initial free limited entry permits.Isaksonv.
rather clearly demonstrates that from the Rickey. Sup. C1 Op. No. 1267 (Pile No.
outset the framere of this legislation 2550), 550 P.2d 359 (1976).
intended  "hardship" to be the

Sec. 1643260 Application for initial issue ofentry permits, (a) The
commission shall accept applications for entry permits only from
applicants who have harvested fishery resources commercially while
participating in the fishery as holders of gear ‘icenses issued under AS
16.05.536 —16.05.670 before the qualification date established in (d) or
(e) of this section.

(b) The commission shall establish the opening and closing dates,
places and form of application for entry permits for each fishery. The
commission may require the submission of specific verified evidence
establishing the applicant’s qualifications under the regulations adopted
under § 250 of this chapter.

(c) When an applicant is unable to establish his qualifications for an
entry permit by submitting the specific verified evidence required in the
application by the commission, he may request and obtain an
administrative adjudication of his application according to the
procedures established in % 110(b) of this chapter. At the hearing he may
present alternative evidence of his qualifications for an entry permit.

(d) Except as provided in (e) of this section, an applicant shall be
assigned to a priority classification based stlely upon his qualifications
as of January 1, 1973.

(e) When the commission establishes the maximum number of entry
permits for a particular ftshery under § 240 of this chapter after
January 1,1975, an applicant shal) be assigned to a priority classification
based solely upon his qualifications as of January 1of the year during
which the commission establishes the maximum number of entry
permits for the fishery for which application is made. (§ 1ch 79 SIA
1973; am § 3 ch 126 SIA 1974)

Editor's note. — Alaska Statute* were repealed by % 12, ch. 7 SIA 1972
16 05536 and 16 05 620. referred to at>uve, and 4 2, ch 159, S A 196K, respectively

1ZH
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Alaska  Statutes  16.05.540 through
16.05.650 and 16.05.670, referred to above,
were repealed by § 19, ch. 105, SLA 1977,
effective January 1, 1978.

Effect of amendment. — The 1974
amendment substituted "the qualification
date established in (d) or (e) of this section"
for "January 1, 1973" at the end of
subsection ().

Subsection (a) is unconstitutional. —
Subsection (a), which limits applications for
entry permits to persons holding gear
licenses prior to January 1, 1973, violates
the equal protection rights, guaranteed by
the slate and federal constitutions, of
commercial fishermen who obtained gear
licenses after January 1, 1973 Isakson v.
Rickey, Sup. Ct- Op. No. 1267 (File No.
2550), 550 F.2d 359 (1976).

Holding a ge.\r license before January 1,
1973, does not bear a fair and substantial
relation to the purpose of the legislation,
which is the segregation of hardship and
nonhardship cases Isakson v. Rickey, Sup.
Ct Op No. 1267 (File No. 2550). 560 P.2d
359 (1976)

Because persons are automatically
excluded from the class eligible to apply for
|[>crmita, in spite of active participation and
economic dependence upon the fishery, the
January |, 1973 classification is
under-inclusive with respect to persons
allowed to apply for permits Because
persons who have long since retired and
have no economic dependence upon the

Fish and Game
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fishery as of the cutoff dite are allowed to
apply for entry permits, the classification
is overbroad with respect to those allowed
to apply. Isakson v. Rickey, Sup. Ct. Op
No. 1267 (File No. 2550), 550 P.2d 359
(1976).

Purpose of provision in subsection (a)
limiting applications. — In essence, the
purpose of the provision in subsection (a)
limiting applications for entry permits to
those holding gear licenses prior to January
1, 1973, was to segregate hardsnip and
nonhardship cases at the application phase
of the permit issuance process. Isak'on v.
Rickey, Sup. Ct. Op. No. 1267 fffil# No.
2550), 550 P.2d 359 (1976).

Subsection (a) was not intended to modify
Uie allocation policy of the legislation, hut
rather was adopted to further that policy by
simplifying the ranking process. Isakson v.
Rickey, Sup. Ct Op. No. 1267 (File No.
2550), 550 P.2d 359 (1976).

When the act is viewed as a whole, it
becomes apparent that the contested
provision in subsection (@) was inserted
because it was assumed that those persons
who obtained gear licenses after January
1,1973, would be unable to demonstrate the
requisite hardship for an entry permit
Hence, for the sake of administrative
convenience, it was decided that they need
not even submit applications to the
commission. Isakson » Rickey. Sup. &t Op
No 1267 (File No 2550). 650 I'2d 3\J
(1976)

Sec. 1643270 Initial iHKUuncc of entry permit*, (a) The commission
a

shall issug entry permits, for each fishery, first to alllﬂju(b)lified ?pplicants
' g

in the priority classifieslions desi?
and then to qualified applican

nated under § 2
s in order of desce

chapter
priority

elassification, until the number of entrY permits issued equals the

maximum number of entry |>ermita estah

ished under 8§ 230— 240 of

this chapter for each fishery, except that no person within a priority
classification specified under § 260(b) of this chapter may lie denied an

entry jiermit

(b) If, within the lowest priority classification of qualified applicants

to which some entry permits rnag
than there are entry permit* to

be issued, there are more applicant*
e issued, then the allocation of entry

|N>rmits within that priority classification shall he by lottery.

(c) If, at the time entry permit* are issued, some applicant* are still
appealing the findings of an administrative adjudication under § 2600f
this chapter, a sufficient number of permits shall In* reserved out of the
js*rm ‘s tn he issued to protect the right* of those applicants, assumlng[
all the ap|H>nis will e resolved in favor of the apFllcant*. In the even
that all appeals are not resolved in favor of the applicar 1* the remaining
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entry permits shall be allocated to the next most qualified applicants as
provided in (a) and (b) of this section. (§ 1ch 79 SLA 18735)

Article 5 Reduction to Optimum Number of
Entry Permits.

Section Section
290. Optimum number of entry permits 320. Administration of the buy back
300. Revisions of optimum number of program

entry permits 330. Issuance of new entry permits

310. Establishment of buy-back funds

~Sec. 1643290 Optimum number of entry Rermlt*. Following the
issuance of.entrx permits under § 270 of this chapter, the commission
shall establish the optimum number of entry permits for each fishery
based upon a reasonable balance of the following general standards:

(1I) the number of entry permits sufficient to maintain an economically
healthy fishery that will result in a reasonable average rate of economic
return to the fishermen participating in that fishery, considering time
fished and necessary investments in"vessels and gear;

(2) the number of entry permits necessary to harvest the allowable
commercial take of the fishery resource during all years in an orderly,
efficient manner, and consistent with sound fishery management
techniques;

(33 the number of entry permits sufficient tn avoid serious economic
hardship to those currently engaged in the fishery, considering other
61%072())ml(3 opportunities reasonably available to them. (§ 1ch 79 SLA

Sec. 1643300 Revision* of optimum number of entry permit*, (a)
The commission may increase or decrease the optimum number of entry
permits for a fishery when one or more of the following conditions
makes a change desirable considering the purposes of this chapter
, gl) an established long term change in the biological condition uf the
fishery has occurred which substantially alters the optimum number of
etr]ltryt Y>crm|ts permissible applying the standards set out in 290 of this
chapter;

(2) an established long-term change in market conditions has
occurred, directly affecting the fishery, which substantially alters the
optimum numlier of entry permit* permissible under the standards set
outin 290 of this chapter,

(b)  If the commission decreases the optimum numberof  /permit*
for a fishi y, the number of entry permit* may be reduceu only under
the volun ury buy back provisions set out in 8 310 — 320 of this
chapter. (9 1ch 79 SU 1973

Sec. 1643310 EstubliNhment of buy'hark funds, (ag When the
optimum number of entry |H*mils is less than the number of entry
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permits outstanding in a fishery, the comn.iSsion shall establish and
administer a buy-hack fund for that fishery for the purpose of reducing
the numberof entry permits to the optimum number within no more than
10 years, at a rate to be established by the commission.

(b) For each buy-back fund, the commission shall adopt regulations
establishing annual assessments on holders of entry permits of not more
than seven per cent of the gross value of the total annual catch
attributable to a holder’s entry permit, except that the holder ui a permit
who has made no commercial landings in a given year will be assessed
the average assessed all other holders of the same type of permit in that
year. Assessments will be paid into the specific buy-back fund for which
they are collected.

(c) Assessments need not equal annual buy back fund expenditures
within a particular fishery but shall be continued until the buy-back fund
for that fishery has been reimbursed. (§ 1ch 79 SLA 1973)

Sec. 16.43.320. Administration of the huy-hack program, (a) The
commission shall adopt regulations providing for the purchase of entry
permits, vessels, and gear at fair market value with money accumulated
In the buy hack fund for each ishery. The buy-back program for a
fisher)' shall terminate when the number of entry permits is reduced to
the ontinv.m and the buy-back fund has been reimbursed.

(b)  When entry permits subject to the restrictions in § 250(c) of this
chapter and the vessels and gear related to those permits are offered
for sale to the commission, the commission shall purchase the permits
and related vessels and gear at fair market value, if sufficient funds are
available in the appropriate buy back fund. (§ 1ch 79 SLA 1973)

Sec. 16.13.330. iHHuiince of new entry permits, (a) When the number
of outstanding entry permits for U fishery is less than the optimum
number established under § 290 of this chapter, the commission shall
issue new entry permits to applicants who are presently able to engage
actively in the fishery until the optimum number is reached.

(h) The commission shall determine equitable methods of issuance, as
appropriate, under (a) of this set.ion that assure the receipt of fair
market value for the permits issued. (S 1ch 79 SLA 1973)

Article 6. Ci ncrnl Provisions.

Section B Section

MS) Aé){)hc,eﬁlons nf rrgolaliimt of Hoanl 70 Recommendation* to the Irj(i*laliirv
ith*no* '’ <0 Definitions

0 Vimltes

See. 1643350, Application* of regulations of Hoard of Fisheries.
Nothing in this chupter limits the power* of the Hoanl of Fisheries,
including the (tower to determine legal types of gear and the (tower to
establish site limitations or other uniform restrictions applying to a
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certain type of gear. Holders of interim-use permits or entry permits
issued under this chapter are subject to all requlations adopted by the
Board of Fisheries. (§ 1ch 79 SLA 1973; am § 31 ch 206 SLA 1975)

Effect of amendment — The 1i>75 Fisheries" for "Board of Fish and Game”
amendment  substituted "Board of in the first and second sentences.

Sec. 16.43.360. Penalties, (a) A person who violates a provision of this
chapter oraregulation promulgated under this chapter, upon conviction,
is guilty of a misdemeanor and is punishable by a fine of not more than
$5,000 for a first conviction; a fine of not more than $10,000 for a second
conviction; and, for a third conviction, a fine of not more than $10,000
as well as forfeiture of all interim-use permits and entry permits held
by him and permanent loss of eligibility for interim-use permits or for
entry permits.

(b) A person who makes a false statement of a material fact in the
application for an interim-use permit or an entry permit or in the
application for atransfer under 88 170 —180 of this chapter, or a person
who assists another by making a false statement of a material fact in
support of the other person’s application for issuance of an interim-use
permit or an entry permit or transfer of an entry permit, upon
conviction, is guilty of a misdemeanor and shall forfeit all interim-use
permits and entry permits held by him and shall lose eligibility for
interim-use permits and for entry permits for a period of five years.

(c) If a permit holder is convicted of a violation of AS 43.20.335 and
the violation relates to income derived from commercial fishing under
this tiMe, he shall forfeit all interim-use permits and entry permits held
by him and shall lose eligibility for inte.im-use permits and for entry
permits for a period of five years.

(d) Ifapermitholderis charged by the state with violating a provision
of this chapter or a regulation adopted under this chapter, he may not
transfer, under § 170 of this chapter, any interim-use or entry permit
he may hold, until after the final adjudication or dismissal of the charges.
(8 L1ch 79 SLA 1973;am § 7 ch 73 SLA 1977)

ffect. qf d t. — Th
ANl i »ubsirting «) ©

Sec. 16.43.370. Recommendations to the legislature, (a) The
commission shall submit an annual report to the legislature. The report
shall include but not be limited to the following:

(1) a progress re]>ort on the reduction of entry permits to optimum
levels;

(2) recommendations for additional legislation relating to the
regulation of entry into Alaska comn’-reial fisheries.

or *V\:
ESSrc
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(b) The commission shall study alternative methods of permit
transferability and report its findings and recommendations to the
legislature before Janaury 15, 1975. (8 1ch 79 SLA 1973)

Sec. 16.43.380. Definitions. In this chapter

(1) “commission” means the Alaska Commercial Fisheries Entry
Commission;

(2) “economically healthy fishery” means a fishery that yields a
sufficient rate of economic return to the fishermen participating in it
to provide for, among other things, the following:

(A) maintenance of vessels and gear in satisfactory and safe
operating condition; and

(B) ability and opportunity to improve vessels, gear and fishing
techniques, including, when permissible, experimentation with new
vessels, new gear, and new techniques;

(3) "fishery” means the commercial taking of a specific fishery
resource in a specific administrative area with a specific type of gear,

(4) "gear" means the specific apparatus used in the commercial
ha-vest of a species, including but not limited to purse seines, drift gill
nets, set gill nets, and troll gear;

(5) "person” moans a natural person and does not include a
corporation, company, partnership, firm, association, organization,
business trust, or society;

(6) "presentability to actively participate” means the person applying
for a permit is physically able to harvest fish in the fishery and has
reasonable access to commercial fishing gear of the type utilized in that
fishery;

(7) "priority classification" means the allocation of potential permit
applicants into reasonable groupings of similarly situated applicants and
the priority ranking of those groupings according to the extent to which
they satisfy the standards of preference;

(8) "type of gear" means a customary and identifiable classification
of gear and shall include:

(A) those classifications for which separate regulations are adopted
by the Board of Fisheries and for which separate gear licenses are
required by AS 16.05.550 —16.05.630; and

@® distinct subclassifications of gear such as "power" troll gear and
“hand” troll gear;

(9) "unit of gear" means the maximum amount of a specific type of
gear which can be fished under a single gear license subject to
regulations established by the Board of Fisheries defining the legal
requirements for that type of gear. (§ 1ch 79 SLA 1973; am §§ 32. 33
ch 206 SLA 1975)

Etrrrl ol mtiriidmrnl. Tin* 1975 Editor * note. atanka  statuus
ann'ndtnrnl  mimUtutrd “Hoard of 1605.550 16.05,630, referred to in
Fi*hrr«*»" for "Hoard ol Fiah arid Game” (SKA), were rcjtealed by | 19
in |>ar'4flraldi* (SNA) nod (91 rh 105, SLA 1977, «ffc>clive Janaury 1,
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CODE 0~ BY-LAWS
OF

ALASKA COMMERCIAL FISHING AND AGRICULTURE BANK

ARTICLE 1
Offices and Registered Agent

Section 1. Business Offices. The principal business
office of the Alaska Commercial Fishing and Agriculture Bank
(hereinafter referred to as the "Cooperative") shall be at the
Alaska Department of Commerce & Economic Development, 9th Floor,
New State Office Building, 333 Willoughby Avenue, Juneau,
Alaska or at such other location in the State of Alaska
as the Board of Directors may designate by resolution.

The Cooperative may have such other business offices,
eitner within or without the State of Alaska, as the Board
of Directors may designate or as the business of the Coop—
erative may require from time to time.

Section 2. Registered Office And Agent. The regis—
tered office of the Cooperative required by the Alaska Cooperative
Corporation Act (the "Act"™) to be maintained in the State of
Alaska may be, but need not be, identical with the principal
business office. The address of the registered office and the
designation of the Cooperative®s registered agent may bo changed
from time to time by the Board of Directors by resolution and upon
filing a notice of such change with the Department of Commerce
and Economic Development as required by law.

ARTICLE 11
Members and Shareholders

Section 1. Annual Meeting. The annual meeting of
the members shall be held on the second Tuesday after the first
Monday 1in the month of November 1in each year, beginning with the
year 1979, at the hour of 10:00 o"clock A.M., for the purpose
of electing directors and for tho transaction of such other
business as may come before the meeting. If the day Tfixed for
the annual meeting shall be a legal holiday 1in tho State of Alaska,
such meeting shall bo held on the next succeeding business
day. IT the election of directors shall not be hold on the
day designated herein or any annual meeting of the members,
or at any adjournment thereof, the Board of Directors shall
cause the elLection to be held at a special meeting of the
members as soon thereafter as it conveniently may bo held.



Section 2. Special Meetings. Special meetings
of the members, for any stated purpose or purposes, unless
otherwise prescribed by statute, may be called by th Pres—
ident or by the Board of Directors, and shall be called by
the Secretary upon the filing of a petition by not less
than 10 percent (10%) of the members of the Cooperative
entitled to vote at the meeting, which petition shall state
the business to De brought before the meeting.

Section 3. Place of Meeting. ?he Board of Directors
may designate any place, either within or without the State
of Alaska, as the place of meeting for any annual meeting
or for any special meeting called by the Bo..rd of Directors.
A waiver of notice signed by all members entitled to vote
at a meeting may designate any place, either within or with—
out the State of Alaska, as the place for the holding of
such meeting. If no designation 1is made, or if a special
meeting be otherwise called, the place of meeting shall be
the principal business office of the Coope ;J-ve in the State
of Alaska.

Section 4. Notice of Meetings TO Members. Written
notice stating the place, day and hour of the meeting, and
in case of a special meeting, the purpose or purposes for
which the meeting 1is called, shall, unless otherwise pre—
scribed by statute, be delivered not les3 than seven, nor
more than thirty days before the date of the meeting, either
personally or by mail, by or at the directii n of the President,
or the Secretary, or the persons calling the meeting, to each
member or to each shareholder entitled to vote at such meeting.
If mailed, such notice shall be deemed to be delivered when
deposited in the United States mail, addressed to the member
or slu®"holder at his address as it appears on the records
of the c operative, w th postage thereon prepaid.

Section 5. Public Notice of Meetings. Not more
tha.i two weeks and not leas than five days before each meet—
ing, the Cooperative will give public notice of the time,
place, and subject of the meeting. Notice will bo given
by advertisement in a newspapor of general circulation.

Section 6. Closing of Transfer Books or Fixing
of Record Date. For the purpose of determining members or
shareholders entitled to notice of or to vote at any meet—
ing or any adjournment thereof, or shareholders entitled
to receive payment of any dividend, or 1in order to make
a determination cf members or shareholders for any other proper
purpose, the record date for any such determination of members or
stockholders shall be thirty (30) days prior to tho date
on which the particular action requiring such determination



of members orshareholders is to be taken. When a determination
of members orshareholders entitled to vote at any meeting has
been made as provided in this section, such determination shall
apply to any adjournment thereof.

Section 7. Voting Lists. The office", or agent
having charge of the stock transfer books for shares of the
Cooperative shall make a complete listof the members or
shareholders entitled to vote at each meetingor any adjourn-—
ment thereof, arranged in alphabetical order, with the address
of and the number of shares of eachclass held by each. Such
list shall beproduced andkept open at the time and place of
the meeting and shall be subject to the inspection of any member
or shareholder during the whole time of the meeting for the
purposes thereof.

Section 8. Quorum. Ten (10) percent of the members
of the Cooperative entitled to vote, represented 1in person,
shall constitute a quorum at an annual or special meeting.

If less than a quorum 1is present at a meeting, a majority

of the members present may adjourn the meeting from time to

time without Tfurther notice. At such adjourned meeting at which
a quorum sh”~ll be present, any business may be transacted

which might have been transacted at the meeting as originally
noticed. The members present at a duly organized meeting

may continue to transact business until adjournment, notwith-—
standing the withdrawal of enough members to leave less than a
quorum.

Section 9. Proxies. Members may not vote by proxy.
However, a member that 1is a corporation, partnership or joint
venture may designate a represonta«_ive to cast its vote. In

the absence of written notice that a person has been designated
to represent a member which is other than a natural person,
the member may be represented by any of its principal officers.

Section 10. Voting Rertrictions. No member shall
be entitled to more than one vote upon each matter submitted
to a vote at an annual or special meeting, regardless of the
number of shares of stock 1in this Cooperative which such member
may own, except as specifically provided in the Act and the
Cooperative"s Articles of Incorporation. At each election
for directors, every member entitled to vote at such election
shall have the right to one vote for each director position
then being voted upon, but he shall not be entitled to cumulate
his votes.

Section 11. Voter Qualifications. In order to
vote, a member must at the time of such voto be engaged in



the commercial fishing or farming industry and be a current
bonafide producer, harvester, processor, or marketer of agric—
ultural or acquatic products within the State of Alaska, and
in addition thereto, must be a current patron of this Cooperative
and a borrower from the Cooperative during the calendar year.
In the event that a member shall fail to qualify as a current
producer, harvester, processor, or marketer ana patron as
herein required, such member shall, during such non-qualifying
period, have no rights in the management of affairs of the
Cooperative other than the right to participate, 1in accordance
with the law, ir case of an amendment of the Articles of
Incorporation aj.fecting Preferred Shareholders (Class B) , or
dissolution, or jale or other disposition of entire assets

and to receive the par value of his stock in the event of a
sale or transfer of such stock as provided in the Articles of
Incorporation.

Section 12. Shareholder Warranty. By subscribing
or applying for, or becorring a holder and owner of record of
Membership Stock (Class A) of this Cooperative, each subscriber,
applicant or owner or holder of record or acceptor expressly
warrants that he is, or will at once become and continue to
be eligible to be a member of this Cooperative, and expressly
agrees that if and when the Board of Directors finds him to
be ineligible as a member, that during the period of such
ineligibility he shall have no voice or right in the manage —
ment of the affairs of this Cooperative and all such manage —
ment shall be determined and conducted as though such sub-—
scription or application for, or issuance of, such stock has
never been made.

Section 13. Voting By Mai ”. The Board of Directors
may submit by mail ballot any question to he voted on at
a member meeting, including the election of directors.
In this event the Secretary shall mail to each member, along
with the notice of the meeting, the ballot on each question
and a voting envelope. The ballot shall be cast in a sealed
envelope authenticated by the member®s signature. A vote
cast by mail shall be counted as if the member were present
and voting 1in person.

Section 14. Copies of Articles and By-Laws. Every
member shall be provided a copy of the Cooperative®"s Articles
and By-Laws upon first becoming a member. Copies of ail
amendments to the Articles of Incorporation and By-Laws
shall be distributed to all members upon the adoption of

such amendments.



ARTICLE 111

Board of Directors

Section 1. General Powers. The assets, including
the business and affairs of the. Cooperative shall _.be managed
by its Board of Directors.

Section 2. Number and Tenure. The management of
this Cooperative shall be vested in a board of five (5)
directors, who shall initially be appointed by the Governor
of Alaska pursuant to AS 44.55.010 and AS 44.55.090.

Initial terms shall be two members serving for one
(1) year, two members serving for two (2) years, and one
member serving for three (3) years. Thereafter directors
shall be elected by the members at the annual meeting and
shall hold office for three (3) years and until a succes—
sor shall have been elected and qualified.

Section 3. Director Qualifications. Each director,
except those directors initially appointed pursuant to
AS 44.55.010, shall be a member of this Cooperative or the
authorized representative of a corporatio ., partnership or
joint venture which is a member of this Cooperative. All
directors at the time of their election and at all times
during the term of their office shall, either individually
or through the entity which they represent, meet the e"c.ting
restrictions and voting qualifications and stock ownership
requirements imposed upon the members of this Cooperative
pursuant to its Articles of Incorporation and By-Law*-.

Section 4. Regular Meetings. A regular meeting
of the Board of Directors shall be held without other notice
than this By-Law immediately after, and at the same place
as, the annual meeting of members. The Board of Directors
may provide, by resolution, the time and place, either
within or without the State of Alaska, for the holding of
additional regular meetings without other notice than such
resolution.

Section 5. Special Meetings. Special meetings of
the Board of Directors may be called by or at the request of
the President or any two directors. Tho person or persons

authorized to call special meetings of the Board of Directors
may TFfix any place, either within or without the State of
Alas.;a, as the place for holding any special meeting of the
Board of Directors called by them.



Section 6. Notice To Directors. Notice of any
special meeting or of any regular meeting except as provided
in Article 111, Section 4, of these By-Laws shall be given
at least five days previously thereto by written notice
delivered personally or mailed to each Director at his
business address, or by telegram. If mailed, such notice
shall be deemed to be delivered when deposited in the United
States mail, so addressed, with postage thereon prepaid.

IT notice be given by telegram, such notice shall be deemed
to be delivered when the telegram is delivered to the tele—
graph company. Any director may waive notice of any meeting.
The attendance of a director shall constitute a waiver of
notice of such meeting, exceptwhere a director attends a
meeting for the expresspurpose ol objecting to the trans-—
action of any business because the meeting is not lawfully
called or convened. Neither the business to be transacted
at, nor the purpose of, any regular or special meeting of
the board of Directors need be specified in the notice or
waiver of notice of such meeting.

Section 7. Public Notice of Meetings. Notwithstanding
any other provisions of these By-Laws, not more than two weeks
and not less than five days before each meeting, the Cooperative
wil® give public notice of thetime, place, and subject of the
meeting. Notice will be given by advertisement in a newspaper
of general circulation.

Section 8. Quorum. A majority ot the number of
Directors fixed by Section 2, of this Article 111, shall con—
stitute a quorum for the transaction of business at any meet—
ing of tho Board of Directors, but if less than such majority
is present at a meeting, a majority of the director*? present
may adjourn the meeting from time to time without further
notice.

Section 9. Manner of Acting. The act of the majority
of the Diruci-rs present at a meeting at which a quorum ispre—
sent shall be the act of the Board of Directors.

Section 10. Vacancies. Any vacancy occuring in
the Board of Directors may be filled by the affirmative vote
of a majority of the remaining directors, except that in tho
case of directors appointed by tho Governor of Alaska pursuant
to AS 44.55.010 and AS 44.55.090, any unexpirod termshall be
filled by a new director appointed by the Governor.

Section 11. Executive Director And Employees. The
Board of Directors shall have the power to hire and determine
the salary of an Executive Director. The Executive Director



shall be responsible for the ordinary business of the Coop-
erative. The Execucive Director, with the approval of the
Board of Directors, may hire and determine the salary of
employees reasonably necessary for the efficient performance
of the duties of the Cooperative.

Section 12. Compensation of Board Members. Members
of th Board of Directors shall receive compensation at a rate
determined by the Board for each day the Board meets 1if they
attend the meeting. Directors are also entitled to per dienm
and travel allowances as provided by law for members of State
of Alaska boards and commissions.

Section 13. Indemnification. The Cooperative shall
indemnify each director, officer and employee (and his heirs,
executors and administrator ) against all liabilities and
related expenses incurred by him in connection with or arising
out of any action, suit, or proceeding brought against him by
reason of any act or omission in the performance of his official
duties as such director, officer of employee of the Cooperative
(whether or not he continues to be a director, officer or
employee at the time of incurring such expenses or liabilities).
Such expenses and liabilities shall include, but not be limited
to, court costs and attorney"s fees, judgments a/.d the cost of
reasonable settlements. The Cooperative shall not, however,
indemnify such director, officer or employee against either
expenses or liabilities with respect to matters as to which
he shall be determined by the Board of Directors or at final
adjudication to be liable for negligence or misconduct in
the performance of his official duties. Indemnification 1in
the event of a settlement or compromise shall, as to directors,
be subject to the prior approval of the members at a duly
called annual or special meeting and, as to officers and
employees, be subject to prior approval by the Board of
Directors. The foregoing right of indemnification shall
not be exclusive of other rights to which any director,
officer or employee may be entitled as a matter of law.

ARTTCLE V
Officers
Section 1. Number. The officers of the Cooperative

shall be a President (who is also the Chairman of the Board of
Directors), a Vice-President, a Secretary, and a Treasurer, each

of whom shall be elected by the Board of Directors. Such other
officers and assistant officers as may bo deemed necessary may
be elected or appointed by tho Board of Directors. Tho Secretary



and the Treasurer need not be directors of the Cooperative and
the offices may be combined in one person.

Section 2. Election and Term of Office. The officers
of the Cooperative to be electedby the Board of Directorsshall
be elected annually by the Board ofDirectors at the first meet—
ing of the Board of Directors held after each annual meeting
of the members. If the election of officers shall not be
held at such meeting, such election snail be held as soon
thereafter as it conveniently may be held. Each officer shall
hold office until his successor shall have been duly elected
and shall have qualified or until his death or until he shall re—
sign or shall have been removed in the manner hereinafter
provided.

Section 3. Removal. Any officer, employee or agent
may be removed by the Board of Directors whenever 1in its judg-—
ment, the best interests of the Cooperative will be served
thereby, but such removal shall be without prejudice to the
contract rights, 1if any, of the person so removed. Election
or appointment of an officer, employee or agent shall not of
itself create contract rights.

Section 4. Vacancies. A vacancy 1in any office
because of death, resignation, removal, disqualification or
otherwise, may be filled by the Board of Directors for a ternm
of office continuing only until the next election of directors
by members.

Section 5. Bond. The directors may, at their dis—
cretion, require any or all officers and employees of the
Cooperative to furnish such fidelity bond or bonds as the
directors may determine; the Cooperative to pay all premium
charges on such bonds furnishod.

Section 6. The President. Tho President shall be the
principal executive officer of tho Cooperative. Ho shall,
when present, preside at all meetings of the members and of
tho Board of Directors. He may sign, with the Secretary or
any other proper officer of the Cooperative thereunto author —
ized by the Board of Directors, certificates for shares of the
Cooperative, any deeds, mortgages, bonds, contracts, or other
instruments which tho Board of Directors has authorized to bo
executed, except in cases whore the signing and execution there—
of shall be expressly delegated by the Board of Directors or
by these By-Law3 to some other officer or agent of the Coop—
erative, or shall be required by law to be otherwise sign® d
or exocuted; and in general shall perform *111 duties 1incident
to the office of President and such other duties as may be
proscribed by the Board of Directors from time to timo.

8
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Section 7. The Vice President. In the absence of
the President or in the event of his death, 1inability or
refusal to act, the Vice President shall perform the duties
of the President and when so acting, shall have all the powers
of and be subject to all the restrictions upon the President.
The Vice President may sign, with the Secretary or an
Assistant Secretary, certificates for shares of the Cooperative;
and shall perform such other duties as from time to time may
be assigned to him by the President or by the Board of Directors.

Section 8. The Secretary. The Secretary shall: ()
keep the minutes of the proceedings of the members and of the
Board of Directors in one or more books provided for that pur—
pose; (b) see that all notices are duly given in accordance
with the provisions of these By-Laws or as required by lav/;

(c) be custodian of the Cooperative records and of the seal
of the Cooperative and see that the seal of the Cooperative
is affixed to all documents tb execution of which on behalf
of the Cooperative under its 1 is duly authorized; (d) keep
a register of the post office ,ddress of each member and
shareholder; (e) sign with the President or Vice President
certificates for shares of the Cooperative, the 1issuance

of which shall have been authorized by resolution of the
Board of Directors; (f) have general charge of the stock
transfer books of tho Cooperative; and (gj 1in general
perform all dutios incident to the office of Secretary

and such other duties as from time to time may be assigned
to him by the President or by the Board of Directors.

Section 9. The Treasurer. The Treasurer shall:
(a) have charge of and be responsible for all funds and
securities of tho Cooperative; (b) receive and give receipts
for monies due and payable to the Cooperative from any source
whatsoever, and deposit all such monies in the name of the
Cooperative in surh banks, trust companies or other deposit-—
aries as shall be selected in accordance with tho provisions
of Article X of these By-Laws; and (c) 1in general perform
all of the duties incident to the office of Treasurer and
such other duties as from timo to time may be assigned to
him by the President or by tho Board cf Directors.

Section 10. Assistant Secretaries and Assistant
Treasurers. The Assistant Secretaries, whan authorized
by the Board of Directors, may sign with the President or
Vico President certificates for shares of the Cooperative
the issuance of which shall have been authorized by a reso—
lution of the Board of Directors. The Assistant Treasurers



shall, 1if required by the Board of Directors, give bonds

for the faithful discharge of their duties 1in such sums

and with such sureties as the Board of Directors shall
determine. The Assistant Secretaries and Assistant
Treasurers, 1in general, shall perform such duties as shall
be assigned to them by the Secretary or the Treasurer,
respectively, or by the President or the Board of Directors.

Section 11. The Executive Director. The Executive
Director shall be the chief administrative officer of the
Cooperative in control of all administrative functions and
in general charge of all of the ordinary business of the Coop—
erative. His powers shall include the right and authority to make
and deliver receipts for the paymen®™ of any indebtedness
owing and paid to the Cooperative and to execute valid
releases of any and all security instruments or mortgage
liens given to the Cooperative as security for such indebt—
edness.

ARTICLE VI
Loans To Members

Each borrower at the timo a loan 1is advanced shall
own one share of Membership Stock (Class A) and 3hall be required
to invest in Preferred Stock (Class B) at tho time the loan is
closed or from time to time, but the amount of Class B Stock re—
quired to be purchased when the loar. is closed shall not exceed 10
percent of the face amount of the loan. The additional stock
requirements may be based on the face amount of the loan, the
outstanding loan balance, or on a percentage of interest pay—
able by the borrower during any year or any quarter thereof,
not in excess of 25 percent of such interest, or on such other
basis as may be determined by the Board of Directors but shall,
in any event, bo in accordance with the schedule of maximum
amounts adopted by tho Board of Directors based upon pro—
portional ownership of shares. Stock requirements 1ihall
provide adequate capital for the operation of the Coop—
erative and equitable ownership among borrowers. All stock
purchased under this paragraph, whatever formula is employed
to dctormlne tho required amount, 1is conclusively presumed
for the purposes of tho Cooperative to be an investment in
tho capital of the Cooperative and not earnings. Each bor—
rower may also bo required from time to timo by tho Board of
Directors to make payments into the Reserve Fund established
by Article VIII of these By-Laws.

ARTICLE VII
Savings

Section 1. Allocation of Savings. The Cooperative
ir hereby obligated tc allocate to the members who patror.:zo
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it the net patronage savings as defined in Section 4 of this
Article for each fiscal year on a patronage basis, which alloca—
tion shall be paid in whole or 1in part in cash, or in whole or
in part in credits, as hereinafter stated. The amount allocated
to each patron member of the Cooperative and not paid in cash
shall be credited to Retained Patronage Earnings in the name

of such patron member on the books of the Cooperative. All
amounts so credited to any patron member of the Cooperative
shall have the same status as though the amount so credited

had been paid in cash to the patron member and the patron

member had then furnished a corresponding amount of capital

to the Cooperative. As soon as practicable after the close

of each fiscal year, a statement shall be issued to each

patron member showing the amount of Retained Patronage

Earnings that said patron member has been credited with

by the Cooperative in that fiscal year.

Section 2. Refunding of Excess Retained Patronage
Earnings. In order to further the cooperative character of
this corporation, it shall refund its Retained Patronage Earn-—
ings at such time as the Board of Directors finds that the
financial condition of the Cooperative will so permit. The
Board of Directors of the Cooperative shall annually determine
the capital requirements of the Cooperative and after so doing
shall review the capital made available by each patron to the
Cjoperative. If the Board of Directors determines that a patron
has contributed capital 1in excess of his proportionate share of
the total capital requirement of the Cooperative, said excess
may be refunded to the patron as funds are available. In so
doing, the Board of Directors may establish priorities, based
upon tho percentage of excess capital, for payments to patror.3
who tho Board determine hove contributed capital 1in excess of
their proportionate share.

Section 3. Allocation Of Losses. Whenever a net
patronage loss occurs, said loss shall be borne, insofar as
possible, by patrons in the year of said loss in accordance
with their respective patronage with tho Cooperative during
the year of said loss and shall be charged to said patron
member®s capital accounts in the following manner and order:

(1) Against the Retained Patronage Earnings
standing to the credit of said patron
member or to which ho may bo entitled,
until such loss 1is satisfied in full or
the Retained Patronage Earnings or other
amounts to which he may be entitled, have
been fully depleted.
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(2) After fully depleting the Retained Patronage
Earnings, the balance of the loss shall next
be applied against the Reserve Fund standing
to the credit of said patron member or
to which he may be entitled, as provided
in Article VIII, Section 1 of these By-Laws.

3) If the applications set out in subsections
(1) and (2) above are not sufficient to fully
satisfy the loss so allocated to any patron
member, the balance of the loss remaining
shall be borne by the patron member to whonm
said loss has been allocated and/or all patron
members of the Cooperative on as equitable a
basis as the Board of Directors 1in its solLe
discretion finds practicable.

The principle on which this section is based 1is that
the Cooperative is operating at cost and that any charge made
against the Retained Patronage Earnings or any other capital
funds constitutes an additional assessment to the patron members
to cc /cr said deficiencies. Whenever a net non-patronage loss
occurs, the Cooperative shall first apply said loss, to the
extent allowable, 1in accordance with the carry back and carry
forward provisions of the applicaole income tax codes and
regulations. Any balance remaining may be charged to the
members Retained Patronage Earnings or Reserve Fund as deter —
mined by the Board of Directors.

Section 4. Definitions. As used 1in these By-Laws
the term:

(a) "Net Patrona®" : Savings" moans the excess of
income directly related to loans made to
borrowers, 1less applicable expenses as pro—
vided by the income tax codes and regulations,
loss any amount which the Board of Directors,
in its sole discretion, may determine should be
applied to the repurchase of Class C stock from
the State of Alaska pursuant to AS 44.55.010,
loss any dividends paid upon Class B 3tock.

(»)) "Net Patronage Losses" means the excess of
expenses over income directly related to loans
made to borrowers as provided by the income
tax codes and regulations.

©) "Net Non-Patronago Income"™ means the excess
of income from sources not related to loans
made to borrowers loss applicable expenses
as provided by tho income tax codes and reg—
ulations.
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(d) "Net Non-Patronage Losses"™ means the exce .s
of expenses over 1income not related to loans
made to borrowers as provided by the income
tax codes and regulations.

Section 5. Tax Reporting. Each person, corp—
oration, partnership or joint venture who becomes a member
in this Cooperative, shall by such act alone, consent that
the amount of any distributions with respect to any patronage
which are made in written notices of allocation wi_h respect to
such distributions (as defined in 26 U.S.C. 1388) and which are
received by said member from the Cooperative, will be taken
into account by said member at their stated dollar amounts
in the manner provided in 26 U.S.C. 1385 (a) in the taxable
year in which such written notices of allocation with respect
to such distributions is received by said member.

Section 6. Lien. The Retained Patronage Earnings
standing to the credit of the borrower are the property of
the borrower, subject to a first lien to this Cooperative for
any indebtedness owed by the holder thereof to the Cooperative
and to the dissolution provisions all as provided herein.

Section 7. Consent /°nd Authorization. By becoming
a member of the Cooperative a member agrees to be bound by
the Savings provisions set forth in this article.

ARTICLE VIII
Reserve Fund

Section 1. Reserve Fund. The Board of Directors may
establish and maintain a "Reserve Fund" to be used for bad
debts and for looses as set forth herein in Article VII,
Section 3. The funds collected may be used as collateral
for borrowing or may be loaned by the Cooperative to its
members, all at the discretion of the Board of Directors.
Each patron member may be required to pay into said fund
an amount equal to a percentage, as established from time
to time by the Board of Directors, of interest charges on
loans made to him by the Cooperative. Thu funds collected
shall be credited in full to a separate capital account
known as the Reserve Fund maintained 1in the name of each
patron.

Section 2. Revolving OFf Reserve Fund. The Reserve
Funds remaining after reduction for losses as provided 1in
Article VII, Section 3 hereof, may be revolved to patron
members at tho discretion of the Board of Directors. Upon
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revolving said fund, the oldest outstanding Reserve Funds
by years shall be revolved first.

Section 3. Lien On Reserve Fund. The Reserve
Fund standing to the credit of the borrower is the property
of said borrower, subject to a first lien to this Cooperative
for any indebtedness owed by the holder thereof to the Coop-—
erative, dissolution provisions, bad debts and net patronage
losses, all as provided herein.

Section 4. Accounting. The Cooperative shall
account to its patrons for the funds collected for the
Reserve Fund during the Cooperative"s fiscal year. Such
accounting shall be made within six months from the close
of the fiscal year.

Lection 5. Consent And Authorization. By becoming
a member of the Cooperative a member agrees to be bound by the
Reserve Fund provisions set forth herein.

AF-ICLE 1IX
Dissolution

Section 1. Upon dissolution the assets of this
Cooperative shallbe distributed as follows:

) To pay the cost of dissolution.

2 Topay any liabilities.

3) To pay the par value of the outstanding
Special Preferred Stock (Class C).

(4) To pay the par value of Preferred Stock (Class B)
and any other form of equity certificate out—
standing .

(5) To pay the par value of the outstanding Member —
ship Stock (Class A).

(6) To pay the Reserve Fund book entry holders, if
and to the extent a Reserve Fund 1is established
pursuant to the By-Laws, 1in full o~ pro-rata
without priority the face amount o1 their book
entry as shown on the books of the Cooperative.

(7) The balance of all Cooperative assets shall
then be distributed, without priority, to
the holders of Retained Patronage Earnings,
as this term may be defined in tho By-Laws,
in proportion to their respective credits
thereof as shown on the books of the
Cooperative.

Section 2. In the case of a vote on a resolution
which would dissolve the Cooperative, holder of Class B
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Stock may cast one vote, 1in addition to any vote to which

he may be entitled as a member, regardless of the dollar amount
of Class B Stock held by him. Passage of such a resolution for
dissolution requires a majority of the authorized Class B share—
holder votes cast, as well as the affirmative vote of two-thirds
of the member votes cast. Dissolution may also occur in any
event pursuant to the provisions of AS 44.55.010.

ARTICLE X
Contracts, Loans, Cnecks And Deposits

Section 1. Contracts. The Board of Directors may
authorize any officer or officers, agent or agents, employee
or employees, to enter into any contract or execute and del —
iver any instrument in the name of and on behalf of the Coop—
erative, and such authority may be general or confined to
specific instances.

Section 2. Loans. Nc loans shall be contracted on
behalf of the Cooperative and no evidences of indebtedness
shall be issued in its name unless authorized by a resolution
of the Board of Directors. Such authority may be general or
confined to specific instances.

Section 3. Checks, Drafts, Etc. All checks, drafts
or other orders for the payment of money, notes or other
evidences of indebtedness 1issued in the name of the Cooperative,
shall be signed by such officer or officers, agint or agents,
employee or employees, of the Cooperative and in ouch manner as
shall from time to time be determined by resolution of the
Board of Directors.

Section 4. Deposits. All funds of the Cooperative
not otherwise employed s”all be deposited from time to time
to the credit of the Cooperative 1in such banks, trust companies
or other depositaries as tho Board of Directors may select.
ARTICLE XI

Certificates For Shares And Their Transfer

Section 1. Certificates For Shares. Certificates
representing shares of the Cooperative shall be in such form
as shall be determined by the Board of Directors. Such certif—

icates shall be signed by tho President or Vico President and
by the Secretary or an Assistant Sec.2tary and sealed with the
corporate soal or a facsimile thereof. All certificates for
shares shall be consecutively numbered or otherwise identified.
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The name and address of the person to whom the shares rep—
resented thereby are issued, with the number of shares and
date of 1issue, shall be entered on the stock transfer books

of the Cooperative. AlIl certificates surrendered to the
Cooperative fTor transfer shall be cancelled and no nev; certif—
icate shall be issued until the former certificate for a like
number of shares shall have been surrendered and cancelled;
except: that in case of a lost, destroyed ot mutilated certif—
icate a new one may be issued therefor upon such terms and
indemnity to the Cooperative as the Board of Directors may
prescribe.

Section 2. Transfer of Shares. No shares shall be
transferred without the prior approval of the Board of Directors.
Transfer of shares of the Cooperative shall be made only on the
stock transfer books of the Cooperative by the holder of record
thereof or by his lagal representative, who shall furnish proper
evidence of authority to transfer, or by his attorney there—
unto authorized by power of attorney duly executed and filed
with the Secretary of the Cooperative, and on surrender for
cancellation of the certificate for such shares. The person
in whose name shares stand on the books of the Cooperative shall
be deemed by the Cooperative to bo the owner thereof for all
purposes.

ARTICLE XI1
Miscellaneous Provisions

Section 1. Fiscal Yoar. The fiscal year of the Coop—
erative shall begin on the first day of July and end on the
thirtieth day of June in each year.

Section 2. Corporate Seal. The Board of Directors shall
provide a corporate seal which shall be circular in form and shall
have inscribed thereon the name of the Cooperative, the year of
incorporation, the words "State of Alaska"™ and the words, "Corp-—
orate Seal".

Section 3. Waiver Of Notice. Whenever any notice
is required to be given to any member or iirector of the Coop—
erative under the provisions of these By-Laws or under the
provisions of the Articles of Incorporation or ur.der tho pro—
visions of the Act, a waiver thereof 1in writing signed by the
person or persons entitled to such notice, whither before or
after the tiniu stated therein, shall bo deemed equivalent to
tha giving of such notice.

ARTICLE XI11

Amendments

Those By-Laws may be altered, amended or repealed
and new By-Laws may be adopted by the Board of Directors at vny
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regular or special meeting of the Board.

Certification

STATE OF ALASKA )

) SSe
DISTRICT )
and ;
being first duly sworn, upon oath, deposes and say: We are the
President and Secretary respectively of THE ALASKA COMMERCIAL
FISHING AND AGRICULTURE BANK, an Alaska Cooperative. In our

capacity as such officers of the Cooperative, we have reviewed
the foregoing By-Laws of the Alaska Commercial Fishing And
Agriculture Bank and hereby certify that they correctly set
forth the text of the By-Laws of said Cooperative as adopted

by the Board of Directors on , 1978 .
President
Secretary
SUBSCRIBED AND SWORN to before me this day of
, 1978. e

Notary Public in and for Alaska
My Commission Expires:



Sec.

Sec.

- AS 44.54_.210 POWERS OF THE BANK
This section adds a new paragraph (20) to allow the
bank to make loans to qualified commercial fishermen

for purchase of limited entry permits.

- AS 44-54 COMMERCIAL FISHING A?  VGRICULTURE BANK
The bill amends this chapter b> addition of three
new sections:
AS 44.54.230 LOANS FOR PURCHASE OF ALASKA LIMITED ENTRY PERMITS
(a) Provides that loans may be made only to those
persons certified by the Limited Entry Commission
as qualified.
(b) Provides permits be used as security for loan
under certain renditions and sets out conditions.
(c) Provides for fne executive director of bank to
certify to Limited Entry Commission when note has
been satisfied by debtor.
(d) Provides than Commission list debtor as legal

owner of permit upon certification as porvided in (c).

AS 44.54_.2 .0 DEFAULT AND FORECLOSURE OF LOANS FOR LIMITED

entry permit? ————mmmmmm
(a)Provides for notice of default to be sent to debtor
by executive director of bank if debtor defaults on
a note for which a permit has been pledged as security
and outlines what mu_t be included in the notice of
default.

(b) Provides for termination of debtor®s equitable
interest if he fails to reinstate or satisfy note
within time specified in (a). Provides for im—
mediate cancellation of any permit cards issued to
debtor under the permit when the Commission receives
a certificate of termination containing a copy of
tht notice of default.



AS 44.54.250 DEFICIENCIES AND TRANSFER OF ENTRY PERMITS
AFTER FORECLOSURE

(a) Provides that upon foreclosure of an entry pernmit
the executive director of the bank shall offer
the Limited Entry Commission a right of first
refusal if the permit is subject to a buy-back
program (AS 16.43.*"0 -.330) at a price equal to
the amount outstanuing on the note plus any costs
incurred bv the benl. in administering the loan.

(b) Provides that bank promptly notify debtor if the
Commission does not exercise the right of first
refusal within 30 days, or if the permit is not
subject to a buy-back program. The debtor then
has 30 days to name a qualified person to assume
the noti. The qualified person may assume all
rights and liabilities of the original debtor.

(c) Provides that if debtor cannot name a qualified
person to assume the note, the permit must be made
available to a qualified person chosen by lottery
from a list of qualified persons provided to the
bank from the Entry Commission. The executive
director of bank shall allow the first applicant
meeting all qualifications to assume the note.

(d) Provides that nothing in this section affects the
right of the executive director to institute legal
action for a deficiency resulting from a default
on a note. In addition to any defici“ncy, the
debtor 1is liable for the coses of administering

the note and for costs and attorney fees.



T0: Mr. Richard H. Eakins
Director, Division of
Economic Development
DEPARTMENT OF COMMERCE
& ECONOMIC DEVELOPMENT
Pouch EE
Juneau, Alaska 99811

FRJIM : Peter Argetsinger QC
WOHLFORTH & FLINT

DATE: April 6, 1979

RE: Commercial Fishing & Agriculture
Bank/Comments On SSHB 30

On April 4, you requested our assistance in pre—
paring a position papar as to SSHB 30 for submission to th
Legislature next week. The comments on the subject bill
which follow are submitted for your consideration. They are
structured in such a way that you need only add introductory
and concluding paragraphs and insert a discussion of policy
matters as appropriate, particularly in the areas of com—
position of the Board of Directors (where | sensed a strong
fe< ling at the April 4 meeting in favor of independence) and
in the area of the business judgments to be made when
considering loans for entry permits which are to be secured
by those permits. (Although, perhaps nothing additional
need be said on the latter subject.)

Section 1. Addition of the word "Alaska"™ to the
name of the Bank is desirable and, 1in fact, reflected in the
draft Articles of Incorporation and By-Laws of the Bank now
under consideration by the Board of Directors.

Section 2. The Board of Directors of the Bank
under the present law is composed of five members, initially
appointed by tho Governor, 0 serve staggered terms. Fol —

lowing expiration of the initial term, directors are then
elected by the member/shareholders of the Bank which under
AS 44.54 is organized as a cooperative corporation. *AS
10.15.140, to which thu Bank 1is subject, requires that the
elected directors bo members of the cooperative. Counsel to
the Bank have examined tho present method of constituting
the Board cf Directors of the Bank and have advised that,



in their opinion, under Section 103 of the Internal Revenue
Code and the regulations thereunder the Dank may not issue
tax exempt revenue bonds. In general, this is because 1in
order to issue tax exempt bonds "on behalf of" the State,
the Dank must be considered by the Internal Revenue Service
to be a "constituted authority". To satisfy this require—
ment it is necessary that all members of the Bank Board of
Directors be public officials of the State, be elected by
the voters of the State or be appointed directly by the
State. And, the requirement continues for the 1life of any
bonds issued by the Bank.

We have also been advised by counsel that the
proposed revision to AS 44.54.020 which would e pand the
Board of Directors to seven members, three of whom wou®d be
appointed by the Governor until such time as the Bank has
repurchased all non-voting preferred shares held by the
State does not satisfy the IRS criteria either. In order to
issue tax exempt revenue bonds it would be necessary that
the Board of Directors be composed 1in its entirety of
gubernatorial appointees for the life of any outstanding
bonds.

The present formulation of the Board, of course,
is quite satisfactory to accomplish the primary purpose
envisioned by the Legislature when it established the Bank,
i.e., to leverage the bank ™ capital with the Lederal farm
credit system banks 1in order to make loans to those engaged
in commercial fishing and agriculture. In that regard, the
federal banks require as a condition of eligibility for
loa- 3 that associations such as the Commercial Fishing and
Agriculture Bank be organized in such a way that not less
than 80% of the voting control of the bank 1is held by
fishermen or farmers. See, e.g., 12 USCA 2129 which sets
out these requirements as they apply to the federal banks
for cooperatives. At first blush, this would seem to pre—
clude a Board of Directors where 3/7ths of the members are
gubernatorial appointees rather than representatives of the
membership. However, we have informally discussed the
matter with representatives of the federal farm credit
system in Spokane who have advised us that they d not
believe that reconstituting the Bank®"s Board of Directors as
envisioned by SSHB 30 would preclude them from working with
the Commercial Fishing and Agriculture Bank. Rather, they
interpret the Federal requirement to mean that tho control
of at least 80% of the votes which would elect the other
four members of a reconstituted Board of Directors must
be in fishermen and farmers.



Itwould appear that a change in the composition
of the Board of Directors asproposed in SSHB 30 would ac—
complish one, or both, of two objectives. One, 11t would
establish a mechanism through which Board members who other —
wise would not be eligible for election by the members
(e.g., bankers, economists, business consultants) could
remain on or Dbe appointed tothe Board of Directors even
though they are not actively engaged 1in commercial fishing
or agriculture. Two, it would vest some modicum of control
in the State through the power of the Governor to continue
to appoint a ..inority of the Board during the early life of
the Bank. While the first of these reasons is certainly
desirable, perhaps some additional discussion of the need
for State representation on the Board of Directors through
gubernatorial appointees is necessary. At the outset, it
should be noted that the Legislature will always retain its
ability to influence the Bank through the appropriation pro—
cess, particularly during the capital formation phase of the
Bank, and through 1its ability to modify to a great extent
the Bank®"s enabling legislation should that ever become
necessary. However, a basic tenet of the federal farm
credit system 1is that organizations such as the Bank should
operate on a cooperative basis for the mutual benefit of the
members.

(insert additional polcy considerations rc
independence of the bank as desired)

One final commert on Section 2 of SSHB 30. Tho
draft bill, as well as the present statute, states that
Board member election shall be by tho "shareholders".
Generally speaking the privilege of the vote in a coop—
erative corporation belongs to the member or holder of
membership stock. Most members will also hold shares of
capital stock, but it is entirely possible for one to be a
capital stockholder (thus, a shareholder) at the time of a
membership meeting, yot for several reasons not currently
eligible to vote as a member. Therefore, it IS our re—
commendation that the word "shareholders™ on line 22 of page
1 of SSHB 30 be replaced by the term "members™ or the term
"membership". "Member"™ 1is a defined term in AS 10.15.595(9)
and would be the preferred term.

Section 3. The proposed amendments to AS 44.54.090
found 1in Section 3 of SSHB 30 are satisfactory and appear to
solve the drafting problem in the present statute.

However, during the organization of tho Board or
Directors of tho Bank two other concerns have surfaced
which may be solved by adding language to AS 44.54.090.
The first these 1is the method to be used when determining
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which members of the Board of Directors shall serve for the

one, two and three year term. One way to resolve this
problem is to provide that the terms be determined by lot,
as the Legislature has provided in other 1instances. (See

AS 18.26.030 where such a system is applied to the Board of
Directors to the Alaska Medical Facility Authority.)

The second problem is insuring that the initial
terms of the Board of Director members expire on the date of
the cooperative annual meeting rather than on the anniversary
date of the appointment by the Governor. As the Bank 3
draft By-Laws provide that the annual meeting be held 1in
November of each year, we strongly urge that AS 44.54 pro—
vide that the initial one year Board of Governor terms
extend until November 1980, and that the two and three year
terms expire at the time of the following two annual meet—
ings. Since the initial appointments to the Board of Directors
wore made on February 19, 1979, to provide that the one year
terms expire in November 1979, would not be a prudent
business decision as it would mean that the expertise and
experience of the one year directors would be lost to the
Bank even before it is in full operation.

These recommendations may be implemented by
striking the period following the word "years™ on line 5 of
page 2 of SSIIB 30, and inserting a comma and the following
language;

, to be determined by Ilot. The initial

terms shall expire at the annual meeting
of the bank held in November 1980, 1981

and 1982 respectively.

Section 4. We are aware that tho language of
Sections 4 and 5 of SSHB 30 tracks 1in most respects the
language of AS 16.10.300 et sog, tho Commercial Fishing Loan
Act, and agree that it in"desirable that the Bank as well
have the power to make loans to individual commercial fish—
ermen to purchase entry permits. Tho Board of Directors of
the Bank will, of course, at the appropriate time be faced
with the necessity * determining 1its policies, from a
business standpoint when considering loans to be secured by
entry permits. Wo are aware that thero are presently on
appeal to tho Alaska Supremo Court two Superior Court
decisions in cases which challenge the limited entry permit
system and/or tho method by which permits have been 1issued.
The Supreme Court decision in those cases, or future cases,
may result in tho issuance of a sufficient number of add-—
itional entry permits so that the value of an entry pernmit
held by the nank as security is substantially lessoned.



Future action by the Legislature could work to the same end
and must also be taken into consideration by the Dank when
making loans of this type.

As to the specific language of Section 4 of SSHB
30, we note that eligibility for a loan to purchase an entry
permit is conditioned upon a five year durational residency
requirement which, 1if challenged at some future time, could
be held unconstitutional. We also note that the requirement
for active participation in the fishery at some time during
the past five years 1is vague enough so that it may cause
problems in determining loan eligibility. E.g., would
thirty days some time during the five year period be sufficient
would seven days?

Section 5. AS 44.54_.230 would require that the
executive director of the Bank be listed as the legal owner
of a pledged permit and Section 5 at several places requires
that the executive director of the Bank take certain
actions in regard to a permit. While under AS 16.43 entry
permits are held only by natural persons and while the
Commercial Fishing Loan Act assigns the same duties to the
Commissioner of Commerce and Economic Development, it is
desirable in this situation that the legal ownership of
an entry permit or directions for taking certain actions
rent with the Bank itself, rather than with a specific
individual so an to give the Bank maximum flexibility in
managing 1its business. Por that reason we recommend that
the language "executive director of tho"™ be eliminated
where it appears 1in Section 5 of 3SHD 30. But if it is
determined that AS 16.43 requires that an individual be
named, it nonetheless in desirable that the language "as
trustee for the bank"™ be inserted directly following the
designation of the executive director so that it is clear
tho capacity 1in which the director acts.

AS 44.54_.250(b) would allow a debtor to nominate a
person to assume his note under certain conditions and re—
quire that tho person so nominated qualify undor the require—
ments of AS 44.54.230(a) 1i.e., that tho person nominated
qualify as a transfee for an entry permit under AS 16.43.
There appears, however, to bo no requirement w.it tlie
nominee to assume tho note meet the requirements cot up by
proposed AS 44.54.210(20), specifically that he meet the
five year durational residency requirement an did tlie
original debtor. ITf this in considered desirable, tho
language "and AS 44.54.210(20)" should bo inserted immed—
iately following tlie end of tlie partial sentence on line 1,
page 5 of SSHB 30.



Recommended Additions

AS 16.43 provides that entry permits may not be
pledged as security or transferred except under certain con-—
ditions, one of which is as provided in the Commercial
Fishing Loan Act. .Similarly, it would appear that add—
itional amendments are necessary to at least sections AS
16.43.150(g) and AS 16.43.170, which language should refer
specifically to the program proposed in SSHB 30.

As a matter of convenience and style in drafting
it may be desirable to consider addition of a new section
.260, Definitions, to AS 44.54. Such a section initially
would define the word "bank™ as the Alaska Commercial Fish—
ing and Agriculture Bank which definition was not included
in Chapter 159, SLA 1978, even though extensive use 1is made
therein of the term "bank". In addition it would appear
desirable to define the word "commission™ as the Alaska
Commercial Fisheries Entry Commission in order to avoid the
problem now found thro* hout Section 5 of SSHB 30 where
reference 1is sometimes made to the Alaska Commercial Fish—
eries Entry Commission, but more often is made simply to the
"commission".

Finally we strongly recommend that the amend—
ments to AS 44.54 incxudc a specific provision insuring that
tho Bank has tho necessary power to indemnify directors,
officers and employees when negligence nnd misconduct is not
involved. Such a provision is routinely included in the by-
lav/s of private sector organization and is specifically
included among the general powers given to a cooperative
corporation organized in Alaska by AS 10.15.010(13).

Course! has advised us that in its opinion the Bank does
have the power to indemnify its directors, officers and
employees by virtue of the fact that AS 44.54_.010 subjects
the Bank to the provisions of AS 10.15, except as otherwise
provided in AS 44.54. Nonetheless, the fact that the
specific powers of the Bank enumerated 1in AS 44.54.210 do
not include a provision on indemnification means that it is
not impossible that court might hold that the Legislature
intended the Bank not be allowed to indemnify directors,
officers and employees under appropriate conditions. For
that reason we recommend th* addition of tho same language
now found 1in AS 10.15.010(13) as an additional paragraph
numbered (21) to AS 44.54.210. Section 4 of SSHB 30 may be
amended by changing tho word "paragraph™ on line 6 of page
2 to "paragraphs™ and by inserting an additional paragraph
at line 14 which roads:

(21) indemnify a director, officer or agent

or former director, officer or agent, or
a person who may have served at 1its request
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CC:

as a director or officer of another domestic
or foreign cooperative of which it is a
member, against expenses necessarily in—
curred in defense of a proceeding in which

he is a party because he served as a director,
officer or agent, but this paragraph does not
apply to proceedings in which the director,
officer or agent is adjudged liable for neg-—
ligence or misconduct in the performance of
duty, and indemnification under this para—
graph is not exclusive of other rights to
which the director, officer or agent may be
entitled.

Mr. Frank M. Homan, Chairman,
Commercial Fishing and Agriculture Bank

Mr. Frank Orth, Financial Consultant
to Commercial Fishing and Agriculture Bank

Mr. Larry Butterfield, Spokane Bank For
Cooperatives

Mr. R. M. Gordet, Federal Intermediate
Credit Bank of Spokane



T ito wnntl gggpgHwm m i 1HUH.HLM. . . .. -
mcnt* lo eligible cooperative a?j*oelallon* nmt Io extend Io them other
technical nnd financial assistance. Including but not limited lo disco' nt-
Ins nolo* and other obligation*. guarantee* collateral cuo'ody, o- par-
ticipation with other hanks for cooperative* nnd commercial hank* or
oilier financial InMHuilons In loan* lo ellplble cooperatives. under such
term* and condition* a* may be determined lo be feasible by the hoard
of director* of each bank for cooperative* under regulations of the Farm
Credit Administration. Such regulations may Include provisions for
avoiding duplication between the Central Hank anti district banks for
cooperative*. Each bank may own nil lease, or lease with option to
purchase, to siockbohler* ellclble to borrow from the bank equipment
nrrdvd In the operations of the stockholder.
I'ub.L. S2-1S1. Title IIl. f 3.7. Dec. 10. 1371. S5Slat. COS.

H2120. Eligibility

Any association of farmers, producers.t or harvesters of aquatic prod-
ucts. or any federation of such associations, which Is operated on a co-
operative basis, ond has the powers for processing, preparing for market,
handling, or marketing farm or aquatic products; or for purchasing,
testing, trading, processing distributing, or furnishing farm or aquatic
supplies or furnishing farm business service* or service* to eligible co-
operative* and conform* to either of the two following requirement?*;

(a) no member of the association Is allowed more than one vote
because of the amount of stock or membership capi.al ho may own
therein; or

(b) does not pay dividends on slock or membership capital In
excess of such per centum per annum as may be approved under
regulation* of the Farm Credit Administration; and In any case

(c) does not deal in farm products or aquatic products, or prod-
ucts processed therefrom, farm or aquatic supplies, or farm busi-
ness services with or for nonmember* In nn amount greater In valuo
lhan the total amount of such business transacted by It with or for
members, excluding from the toial of number and nonmombcr busi-
ness transactions with the l'ulted States or any agency or Instru-
mentality thereof or service* or supplies furnished as a public utili-
ty: and
Y (d) a percentage of ihe voting control of the astodation not less
than SO per centum (70 per centum tn the case of rural electric,
telephone, rr.d putdic utility cooperative*), or such higher pcrcentago
at established by the district board is held by farmers, producers
or harvesters of aquatic products, or eligible cooperative associa-
tions as defined herein;

shall be ells'H'le to borrow from m bank (or cooperatives.
Pub.L. 92-111. Title 111. 1 3.8. Tec. 10. 1371, Si Slat. COS. amended Pub.
L. 31-181. t Hal. Dec 31. 19TS. 89 Stat. 10CO.

t So la original. A comma after ‘eprmluirrs” waa prolmbly n»t lutrmled.

tptji Amrmimrr.l, Suliwi. till  *u ~-rs.siaii.,e  IIMaey. Yr leirMstW*
SI1-JM «a<tfd i.rnviMnn ri'Uiloc Ilu TO |.«r MMurr and putiaiae *> ruh.l.. Oc-iM. see
wrtituni "l vulu.e ruiitful Hi live *»* of 1174 | .StuOc Cong anil AJul./—\rwa, p.
rural rirtinc. irl»i>tn>»r. and public utlll- JDK.

1) roopvralivr*.

| 1*1110. Ovvm-ralilp of Mwk by hot bewer»

(a) Each borrower at the time a loan Is made by a bank for co-
operatives shall own at least one share of voting stock and shall be re-
quire*. by the hank with the approval of the Farm Credit Administration
lo invest In additional voting stock or noovotlng Investment stock at
that time. or from time to time, as the lending bank may determine, hut
the requirement for Investment in alock at the time the loan Is closed
shall not exceed an amount equal to 10 per crntum of Ihe face amount
ut tho Inao. Such additional ownership requirements may be bated on
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Ins any quarter thereof, or upon such oilier lasis ns ihe bank, with tlie
approval of the Farm Credit Administration, determine* will provide
adequate* capital for Uir operation or the hank and equitable ownership
thereof among borrowers, Ilu the case or a direct loan hy tlie Central
Hank, the borrower shall lit required to own or invest In the necessary
stock in n district hank or hanks us may ho approved by the Farm Credit
Administration and such district hank shall ho required to own a cor-
responding amount of stock in Hi* Central Hank, but voting stock shall
ho in Hie one district hank designated hy the Farm Credit Administration.

(I*) Notwithstanding Die provision* ol subsection (a) of till* section,
the purchase of »tork need not he required with respect to that part of
any loan made hy n hank for cooperatives which It sells to or make* in
participation with financial institution* other than any of the banks
for cooperatives. In such cates the distribution of earnings of the bank
for cooperative* shall be on the hasla of the Interest In the loan re-
tained by such bank.

Pub.L. 92-181, TUI* Iff, { 3.3. Doc. 10. 1971. 85 Stat. COS.
h -LIt. Inuns—Interest rates and rbarge*

(a) Loans made hy n hank for cooperatives shall hear interest at n
rate or rates determined hy the l.oarl of directors of the bank from
time to time, with the approval of the Farm Credit Administration. In
setting rate* and charges, li shall he the objective to provide the type*
of credit needed by eligible borrowers at the lowest reasonable cost on
a *ouml business batls. taking into account the net cost of money to the
hank, necessary reserves and expenses nf the hank, and services pro-
vided. The loan documents may provide for the Interest rate or rates
to vary from time to time djrittg the repayment period of the loan, In
accordance with the rate or rales currently being charged by the hank.

Vitwrllr
fb) Loans shall he made upon such terms, condition*, and security,
If any. as may he determined hy the bank in accordance with regulations
of the Farm Credit Administration.

tIm

(c) Kach bank for cooperative* rtir.ll have a first lien on all stock or
other equities In the bank as collateral for the payment of any Indebted-
ness of the owner thereof to the hank. In the case of a direct loan ,0 an
eligible cooperative by the Central Dunk, the Central Hank shall have a
first lien on the dock and equities of the borrower In the district bank
and tho district bank shall have a Hen thereon Junior only to the lien of
the Central Hank.

fanrriinthiiw  n*eHr*llnn nn liulrhininrs*

(d) In any case where the debt of a borrower is In default, or In any
cvoc of liquidation or dissolution of a present or former borrower from
a hank for cooperatives, the bank may. but shall not be required to, rc-
llro and cancel all or a part of the stock, allocated surplus or contin-
gency reserves, or any oilier equity In the hank owned by or allocated
to such borrower, at the-falr hook value thereof not exceeding par. and.
to the extent required In such cases, corresponding shares and alloca-
tions and other equity Interests held by a district bank In another district
.bankd on account of such Indcbtrdnx™*, shall bo retired or equitably ad-
justed.

Pub.L. 91-181, Title Iff. | 3 10. Dec. 10. 1971. 8S Stat. (08.

6 IHUX Kartilng* nnd rvnrrxe«; application of so.Inge— Application
of sating* xhen luuik Inis niilsfittiding »lork held by Gotcrnor

(a) Each hank for cooperatives, at the end of each fiscal year when
t.Id bank shall have stock outstanding held by the Governor of tho Farm
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Mr. President:

The Committee on

Relating to preparation and distribution of a

STATE AFFAIRS

COMMITTEE REPORT
SENATE

FURTHER: Finance

~ I T

Date:

has had CSHB

axpayer®a summary of the budget

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:
[/] do pass [ 1 do not pass
[ ) do pass with attached amendments(s)
[ 1 same title
[ 1 replace with CS for ( J new title
and recommends
( 1] AND attaches a "Letter of Intent™ ( 1 New Fiscal Note
[ 1 reports 1t back without recommendation
1 1 referred to t h e Committee
MEMBERS SIGNING MEMBERS HAVING
DO PAS . OTHER RECOMMENDATIONS:
MVEU T |
HL + JtLL.
L>*
<im
CHAITRMAN

S 60 (Rev. 12/78)



Original Sponsor: Roger

CSHB 34 An act relating to the preparation ancl H. St.

attribution of a taxpayers ™ summary
of the budget.

SUMMARY

This bill amends the existing statutes by addition of a new
sub-section which requires the Department of Revenue to include
with each set of tax forms a summary of proposed expenditures

and the source of funding for the expenditures 1in each program
category.

SUPPORTING INFORMATION

Will get from Revenue tomorrow 3/14/79

FISCAL NOTE: Attached with analysis
RELATED LEGISLATION:

VOTING: House- Yes-31, No-1

House Finance- Do Pass-5, No rec.-4.

INTERESTED PARTIES: Original sponsor-Rogers
Dept, of Revenue
Dept, of Admin, Div. of Budget & Mgmt?






Original Sponsor: Rogers

CSHB 34 An act relating to the preparation and H. St. Aff.
distribution of a taxpayers®™ summary
of the budget.

SUMMARY

This bill amends the existing statutes by addition of a new
sub-section which requires the Department of Revenue to include
with each set of tax forms a summary of proposed expenditures

and the source of funding for the expenditures in each progranm

category.
- k> / -
a- ybtJL.
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SENATE STATE AFFAIRS

March 19, 1979

CSHB 34 An Act Relating to the preparation and dis—
tribution of a taxpayer®s summary of the budget

SUMMARY

This legislation would amend 43.20.160 to include in each
set of individual tax forms a summary of proposed expenditures
and the source of funding for those expenditures. Tlie summary

would not be any longer than 6 pages.

FISCAL

This legislation would cost $16,300 in FY 00. Please reft4
11 the attached fiscal note and additional comments by thr

Department of Revenue



t cc- Jjls-i1l-gq

(
/\ 1

THE LEGISLATURE OF THE STATE OF ALASKACV{ W4.n -
2LEVENTH" LEGISLATURE Jrn,

FISCAL NOTE

: Bﬁ]%e STUIIOH N ey ———

Title Preparation i. Distribution ol a Taxpayer®sd Summary ol the Budget

Requested by State fITTairs Committee pate 2-12-19
Il HSCALA@F
enc ce Revenue
rYJ General Gover m nt
get Requet n|t ected Administra t ervices

EXPENDITURES  (Thousands of Dollars)
FYD FY® fyni FY&n" FY& FYO

% ?ERASVOENLAL SERVICES
10.i 1/.1 179 18.9 19 8
% DTS

FUNDINQ  (Thousands of Dollars)

GENERAL FUND 6.3 L 17.1  17.9  18.J)_.  19.8
FEDERAL FUNDS
OTHER (Socci y)

msmoys

Pk e .

IMIAKARY = .

IIl. ANALYSIS (Sec Fiscal Note Preparation Instructions, Section Il)

ljc the attached analysis

IV. DATI 7-16-79 p.rPAI\t{Illl)IBY A ug/fIM
Origins! 1 f{Mslj ti*i | niai.if NE JIT
cc. * Jludcot and Manitvinrnl

Prune SpntuM (1 it legislator Named)
T 11 Y-mi@m.



with each ret of tax forms. These six pages will be printedfront and

back on three sheets of paper of the same specification as the rest of
the set of tax forms and will contain:

1. The expenditures, by program category, in the State budget for the
current fiscal year.

2. The sources of funding for the State budget for the current fiscal
year. 4
4
Forms - The expenditures in the State budget, by program {

category and sources of funding contained on six
pages, (three pages printed on both sides):

Typesetting & Layout, six pages @ $33 per page - 198

Printing, Binding 6 Shipptn*. fthree pages printed
front and back added to on*- 34-page tax booklet

times 230,000 booklets * 16,100

$16,298

No postage incrcnse is anticiparcd above our present tax booklet

boxholder distribution as three front and back pages will keep the
weight within the present rate.



February 8, 1979

House State Affairs Committee Chairman."s Report

CS HB 34

The original version of HB 34 was considerably
broader than the CS recommended by the State
Affairs Committee. Among the elements of the
original bill which have been dropped with the
adoption of the CS was the provision of a
survey among taxpayers through which citizens
could indicate areas in which they desired
reduced or expanded expenditures in the state
budget. Although the survey is no longer
specifically mandated, it should be noted that
such a survey is not prohibited and if in t~a
process of putting together a summary of the
budget the Legislative Finance Division desires
to include a return questionaire (through which
citizens can express their reactions to
expenditures or for that matter even their
reaction to the budget summary) the division
is free to do so. It was the feeling of the
State Affairs Conaittee that by making this
provision nonnand ry it would be possible
for the Legislative Finance Division to include
a survey once or twice and, depending on public
reaction, cither continue or dijcontinue the

, survey ns the public reaction wzrrentu.






croc**> PRINTED FROM SCIV JUL. DATE IS 0079078 TIME toUAL 1153212 **
HB 95 TITLE L SPONSOR SUMMARY 11:53 3/19/79
AMENDED TITLE:

AN ACT RELATING TO POWERS OF THE ALASKA LEGISLATIVE COUNCIL

AND THE LEGISLATIVE BUDGET AND AUDIT COMM IT TEfc;
AND PROVIDING FOR AN EFFECT IVt DATE

PRIME SPONSORS: HOUSE RULES COMMITTEE.

CO-SPONSORS:

CURRENT STATUS: 2/19/7/79 IN (S> STATE AFF. REFERRAL: JUDICIARY

pppp* PRINTED FROM SC1V JUuL. DATE IS 0079078 TIME tDUAL 1153303 P«

HB bJ HOUSE ACTION il:5] 3/19/79
DATE SLO PAGE LEGISLATIVE ACTION

01/29/779 01 0050 FIRST READING - CuMMi TTEE REPORTS

01/29/79 02 0050 LEG BUOGEI L A» -IT CMTE

02/09/79 03 0170 JU0 - JPO6* NRO2

02713779 09 0220 SECOND READING

02713779 0S 0226 ADVANCED TO 3RD READING BY UNAN tUNSENT

02/13/79 06 0226 third reading

02/13/79 07 0227 PASSED BY D1V 36-01-03

02713779 06 0227 EFFECTIVE DATE VOTE SAME AS PASSAGE
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