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It w o u l d  a p p e a r  t h a t  a c h a n g e  in the c o m p o s i t i o n
of  the B o a r d  of  D i r e c t o r s  a s  p r o p o s e d  in S S H D  30 w o u l d  a c­
c o m p l i s h  one, or both, o f  t w o  o b j e c t i v e s .  One, it w o u l d  
e s t a b l i s h  a m e c h a n i s m  t h r o u g h  w h i c h  B o a r d  m e m b e r s  w h o  o t h e r ­
w i s e  w o u l d  n o t  be e l i g i b l e  f o r  e l e c t i o n  by  t h e  m e m b e r s  
(e.g., b a n k e r s ,  e c o n o m i s t s ,  b u s i n e s s  c o n s u l t a n t s )  c o u l d  
r e m a i n  o n  o r  b e  a p p o i n t e d  to t h e  B o a r d  o f  D i r e c t o r s  e v e n
t h o u g h  t h e y  a r e  n o t  a c t i v e l y  e n g a g e d  in c o m m e r c i a l  f i s h i n g
or  a g r i c u l t u r e .  Two, it w o u l d  v e s t  s o m e  m o d i c u m  of c o n t r o l  
in t h e  S t a t e  t h r o u g h  the p o w e r  o f  t h e  G o v e r n o r  to c o n t i n u e  
to a p p o i n t  a m i n o r i t y  of t h e  B o a r d  d u r i n g  t h e  e a r l y  l i f e  o f  
t h e  Bank. W h i l e  t h e  f i r s t  o f  t h e s e  r e a s o n s  is c e r t a i n l y  
d e s i r a b l e ,  p e r h a p s  s o m e  a d d i t i o n a l  d i s c u s s i o n  of  the n e e d  
fo r  S i a t e  r e p r e s e n t a t i o n  o n  t h e  B o a r d  o f  D i r e c t o r s  t h r o u g h  
g u b e r n a t o r i a l  a p p o i n t e e s  is n e c e s s a r y .  A t  the o u t s e t ,  it 
s h o u l d  be n o t e d  t h a t  t h e  L e g i s l a t u r e  w i l l  a l w a y s  r e t a i n  i t s  
a b i l i t y  to i n f l u e n c e  t h e  B a n k  t h r o u g h  t h e  a p p r o p r i a t i o n  p r o­
cess, p a r t i c u l a r l y  d u r i n g  the c a p i t a l  f o r m a t i o n  p h a s e  of t h e  
Bank, a n d  t h r o u g h  i t s  a b i l i t y  _o m o d i f y  to a g r e a t  e x t e n t  
t h e  B a n k ' s  e n a b l i n g  l e g i s l a t i o n  s h o u l d  t h a t  e v e r  b e c o m e  
n e c e s s a r y .  H o w e v e r ,  a b a s i c  t e n e t  o f  t h e  f e d e r a l  f a r m  
c r e d i t  s y s t e m  is t h a t  o r g a n i z a t i o n s  s u c h  a s  t h e  Ba n k  s h o u l d  
o p e r a t e  o n  a c o o p e r a t i v e  b a s i s  for the m u t u a l  b e n e f i t  of t h e  
m e m b e  s.

( i n s e r t  a d d i t i o n a l  p o l i c y  c o n s i d e r a t i o n s  re
i n d e p e n d e n c e  of the b a n k  a s  d e s i r e d )

O n e  f i n a l  c o m m e n t  o n  S e c t i o n  2 o f  S S H B  30. T h e  
d r a f t  bill, as w e l l  a s  t h e  p r e s e n t  s t a t u t e ,  s t a t e s  that 
B o a r d  m e m b e r  e l e c t i o n  s h a l l  b e  b y  t h e  " s h a r e h o l d e r s " .  
G e n e r a l l y  s p e a k i n g  t h e  p r i v i l e g e  of the v o t e  ir a c o o p­
e r a t i v e  c o r p o r a t i o n  b e l o n g s  tc the m e m b e r  o r  h o l d e r  of  
m e m b e r s h i p  stock. M o s t  m e m b e r s  w i l l  a l s o  h o l d  s h a r e s  of 
c a p i t a l  stock, b u t  it is e n t i r e l y  p o s s i b l e  for o n e  to  b e  a 
c a p i t a l  s t o c k h o l d e r  (thus, a s h a r e h o l d e r )  a t  t h e  t i m e  o f  a 
m e m b e r s h i p  m e e t i n g ,  y e t  for s e v e r a l  r e a s o n s  n o t  c u r r e n t l y  
e l i g i b l e  to v o t e  as  a m e m b e r .  T h e r e f o r e ,  it is o u r  r e­
c o m m e n d a t i o n  t h a t  t h e  w o r d  " s h a r e h o l d e r s "  o n  l i n e  22 o f  p a g e  
1 of S S H B  30 be  r e j l a c c d  by t h e  t e r m  " m e m b e r s "  or t h e  t e r m  
" m e m b e r s h i p " .  " M e m b e r "  is a d e f i n e d  t e r m  in A S  1 0 . I S . 59 5 ( 9 )  
a n d  w o u l d  b e  t h e  p r e f e r r e d  term.

S e c t i o n  3. T h e  p r o p o s e d  a m e n d m e n t s  t o  A S  4 4 . 5 4 . 0 9 0  
f o u n d  in  S e c t i o n  3 of  S S H B  30 a r e  s a t i s f a c t o r y  a n d  a p p e a r  to 
s o l v e  t h e  d r a f t i n g  p r o b l e m  in t h e  p r e s e n t  s t a t u t e .

H o w e v e r ,  d u r i n g  the o r g a n i z a t i o n  o f  the B o a r d  of 
D i r e c t o r s  of  t h e  B a n k  two o t h e r  c o n c e r n s  h a v e  s u r f a c e d  
w h i c h  m a y  b o  s o l v e d  by  a d d i n g  l a n g u a g e  to A S  4 4 . 5 4 . 0 9 0 .
T h e  f i r s t  o f  t h e s e  is the m e t h o d  to b e  u s e d  w h e n  d e t e r m i n i n g
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w h i c h  m e m b e r s  of the B o a r d  of D i r e c t o r s  s h a l l  s e r v e  for the 
one, t w o  a n d  t h r e e  y e a r  term. O n e  w a y  t o  r e s o l v e  t h i s  
p r o b l e m  is t o  p r o v i d e  t h a t  t h e  t e r m s  be d e t e r m i n e d  by  lot, 
a s  t h e  L e g i s l a t u r e  h a s  p r o v i d e d  in o t h e r  i n s t a n c e s .  (See 
A S  1 8 . 2 6 . 0 3 0  w h e r e  s u c h  a s y s t e m  is a p p l i e d  to the B o a r d  of 
D i r e c t o r s  to t h e  A l a s k a  M e d i c a l  F a c i l i t y  A u t h o r i t y . )

T h e  s e c o n d  p r o b l e m  is i n s u r i n g  t h a t  the i n i t i a l  
t e r m s  o f  the B o a r d  of D i r e c t o r  m e m b e r s  e x p i r e  on the d a t e  of 
t h e  c o o p e r a t i v e  a n n u a l  m e e t i n g  r a t h e r  t h a n  o n  t e a n n i v e r s a r y  
d a t e  o f  t h e  a p p o i n t m e n t  by  t h e  G o v e r n o r .  As the B a n k ' s  
draft. B y - L a w s  p r o v i d e  t h a t  t h e  a n n u a l  m e e t i n g  be  h e l d  in 
N o v e m b e r  of  e a c h  year, w e  s t r o n g l y  u r c o  t h a t  A S  44.54 p r o­
v i d e  t h a t  t h e  i n i t i a l  o n e  y e a r  B o a r d  of  G o v e r n o r  t e r m s  
e x t e n d  u n t i l  N o v e m b e r  1980, a n d  t h a t  t h ’ t w o  a n d  t h r e e  y e a r  
t e r m s  e x p i r e  a t  t h e  t i m e  of t h e  f o l l o w i n g  two a n n u a l  m e e t ­
ings. S i n c e  t h e  i n i t i a l  a p p o i n t m e n t s  to t h e  B o a r d  o f  D i r e c t o r s  
w e r e  m a d e  o n  F e b r u a r y  19, 1979, to p r o v i d e  that the o n e  y e a r  
t e r m s  e x p i r e  in N o v e m b e r  1979, w o u l d  n o t  be a p r u d e n t  
b u s i n e s s  d e c i s i o n  a s  it w o u l d  m e a n  t h a t  the e x p e r t i s e  and 
e x p e r i e n c e  of t h e  o n e  y e a r  d i r e c t o r s  w o u l d  be  l o s t  to t h e  
B a n k  e v e n  b e f o r e  it is in fu l l  o p e r a t i o n .

T h e s e  r e c o m m e n d a t i o n s  m a y  b e  implcmei ted by 
s t r i k i n g  the p e r i o d  f o l l o w i n g  the w o r d  " y e a r s "  o n  l i n e  5 of 
p a g e  2 of S S H B  30, a n d  i n s e r t i n g  a c o m m a  a n d  t h e  f o l l o w i n g  
l a n g u a g e ;

, to b e  d e t e r m i n e d  by lot. T h e  i n i t i a l  
t e r m s  s h a l l  e x p i r e  at t h e  a n n u a l  m e e t i n g  
o f  t h e  b a n k  h e l d  in N o v e m b e r  1980, 1981 
a n d  1982 r e s p e c t i v e l y .

S e c t i o n  4. W e  a r e  a w a r e  t h a t  the l a n g u a g e  of 
S e c t i o n s  4 a n d  5 of S S H B  30 t r a c k s  in m o s t  r e s p e c t s  t h a  
l a n g u a g e  of A S  1 6 . 1 0 . 3 0 0  et s e q , t h e  C o m m e r c i a l  F i s h i n g  L o a n  
Act, a n d  a q r e e  t h a t  it is d e s i r a b l e  t h a t  t h e  B o n k  a s  w e l l  
h a v e  t h e  [ o w e r  to m a k e  l o a n s  to  i n d i v i d u a l  c o m m e r c i a l  f i s h­
e r m e n  t o  p u r c h a s e  e n t r y  p e r m i t s .  T h e  B o a r d  of D i r e c t o r s  of 
t h e  B a n k  w i l l ,  o f  c o u r s e ,  a t  the a p p r o p r i a t e  t i m e  be f a c e d  
w i t h  the n e c e s s i t y  o f  d e t e r m i n i n g  its p o l i c i e s ,  f r o m  a 
b u s i n e s s  s t a n d p o i n t ,  w h e n  c o n s i d e r i n g  l o a n s  to be s e c u r e d  by 
e n t r y  p e r m i t s .  W e  a r e  a w a r e  t h a t  t h e r e  a r e  p r e s e n t l y  o n  
a p p e a l  to  t h e  A l a s k a  S u p r e m e  C o u r t  t w o  S u p e r i o r  C o u r t  
d e c i s i o n s  in c a s e s  w h i c h  c h a l l e n g e  t h e  l i m i t e d  e n t r y  p e r m i t  
s y s t e m  a n d / o r  t h e  m e t h o d  by w h i c h  p e r m i t s  h a v e  b e e n  i s s u e d .
T h e  S u p r e m e  C o u r t  d e c i s i o n  in t h o s e  c a s e s ,  or f u t u r e  c a s  j s ,  
m a y  r e s u l t  in t h e  i s s u a n c e  of a s u f f i c i e n t  n u m b e r  of a d d­
it i o n a l  e n t r y  p e r m i t s  so that t h e  v a l u e  of a n  e n t r y  p e r m i t  
h e l d  by the B a n k  a s  s e c u r i t y  is s u b s t a n t i a l l y  l e s s o n e d .
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F u t u r e  a c t i o n  by the L e g i s l a t u r e  could work to the same end 
and m u s t  also be taken into c o n s i d e r a t i o n  by the Bank when 
m a k i n g  loans of this type.

As to the specific l a n gua ge of S e c t i o n  4 of SSHB 
30, w e  note that e l i g i b i l i t y  for a loan to p u r c h a s e  an en try 
p e r m i t  is c o n d i t i o n e d  upon a five year d u r a t i o n a l  r e s i d e n c y  
r e q u i r e m e n t  which, if c h a l l e n g e d  at some future time, could 
be held u n c o n s t ituti onal. W e  a l s o  no te that the r e q u i r e m e n t  
for a c t i v e  p a r t i c i p a t i o n  in the fishery at some time d u r i n g  
the p a s t  five years is v a g u e  enough so that it m a y  cause 
p r o b l e m s  in d e t e r m i n i n g  loan eligibility. E.g., w o u l d  
t h i r t y  d a y s  some time d u r i n g  the five year p er iod be sufficient'1 
w o u l d  seven d a y s ?

S e c tion 5. AS 4 4 . 5 4.230 would r e q u i r e  that the 
e x e c u t i v e  d i r e c t o r  of the Bank be listed as the legal owner 
of a pledged p ermit  and S e c ti on 5 at several p laces r e q u i r e s  
that the e x e c u t i v e  d i r e c t o r  of the Bank take c e rta in 
a c t i o n s  in r e g a r d  to a permit. W h i l e  u n d e r  AS 16.43 e n t r y  
p e r m i t s  a rc held o n l y  by natural p e rsons and w hile  the 
Co m m e r c i a l  F i shing Loan ’tet a s s i g n s  the same d u t i e s  to the 
C o m m i s s i o n e r  of C o m m e r c e  and Economic Development, it is 
d e s i r a b l e  in this si tuation that the legal o w n e r s h i p  of 
an e n t r y  permi t or d i r e c t i o n s  for taking certain a c t i o n s  
r e s t  wit h the Bank itself, r ather  than w i t h  a s p e cific 
i ndivi d u a l  so as to g i v e  the Bank m a x i m u m  f l e x i b i l i t y  in 
m a n a g i n g  its business. For that r e a s o n  w c  r e c o m m e n d  that 
the l a n g u a g e  "execut ive d i r ector  of the" be elimin a t e d  
w h e r e  it a p p ea rs in S e c t i o n  5 of SSHB 30. But if it is 
d e t e r m i n e d  that AS 16.43 r e q u i r e s  that an indivi d u a l  be 
named, it n o n e t h e l e s s  is d e s i r a b l e  that the languag e "as 
t r u s t e e  for the bank" be inserted d i r e c t l y  following the 
d e s i g n a t i o n  of the e x e c u t i v e  d i r e c t o r  so that it is clear 
the c a p a c i t y  in w h i c h  the d i r e c t o r  acts.

AS 44.54.250(b) would a l l o w  a d e b t o r  to n o m i n a t e  a 
p e r s o n  to a s s u m e  his note under c e rtain c o n d i t i o n s  aid r e­
q u i r e  that the p erson  so nominated q u a l i f y  under the r e q u i r e­
m e n t s  of AS 44.54.230(a) i.e., that the p erso n n o m i n a t e d  
q u a l i f y  as a t r a nsfee  for an e n t r y  pe m i t  under AS 16.43.
T h e r e  appears, however, to be no r e q u i r e m e n t  that the 
n o m i n e e  to a ssume  the note m e e t  the r e q u i r e m e n t s  set u p  by 
pr o p o s e d  AS 44.54.210(20), s p e c i f i c a l l y  that he m e e t  the 
five year durational  r e s i d e n c y  r e q u i r e m e n t  as did the 
or i g i n a l  debtor. If this is con sid e r e d  desirable,  the 
l a n g u a g e  "and AS 44.54. 2 1 0 ( 2 0 ) "  should be inserted i m m e d­
iately following the end of the partial s e n t e n c e  on 1 tne 1, 
p a g e  5 of SS HB 30.
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R e c o m m e n d e d  A d d i t i o n s

AS 16.43 p r o vides that entry p e r m i t s  may not be 
pledged as s e c u rity or t r a n s f e r r e d  except u n d e r  c e r t a i n  c o n­
ditions, one of w h i c h  is as provided in the C o m m e r c i a l  
Fishing Loan Act. Similarly, it w o u l d  appear that a d d­
itional ame nd m e n t s  are n e c e s s a r y  to at least s e c t i o n s  AS 
16.43.150(g) and AS 16.43.170, w h i c h  l a n guage should refer 
s p e c i f i c a l l y  to the p r o g r a m  propo sed in SSHB 30.

As a m a t t e r  of c o n v e n i e n c e  and style in d r a f t i n g  
it m a y  be d e s i r a b l e  to c o n s i d e r  a d d i t i o n  of a new s e c t i o n  
.260, Definitions, to AS 44.54. Such a s e ction i n i t i a l l y  
w o u l d  d e f i n e  the word "bank" as the A laska C o m m e r c i a l  F i s h­
ing and A g r i c u l t u r e  Bank w h i c h  d e f i n i t i o n  was not i n c l u d e d  
in C h apt er 159, SLA 1978, even though e x t e n s i v e  use is m a d e  
< herein of the tcim "bank". In a d d i t i o n  it would a p p e a r  
u e s i r a b l e  to d e f i n e  the wor d "commission" as the A l a s k a  
C o m m e r c i a l  F i s h e r i e s  E n t r y  C o m m i s s i o n  in order to a v o i d  the 
p r o b l e m  n o w  found t hrough out S e c tion 5 of SSHB 30 w h e r e  
r e f e r e n c e  is s ometimes m a d e  to the A laska C o m m e r c i a l  F i s h­
eri e s  Entry Commission, but more o ften is m a d e  s im ply to the 
" c o m m i s s i o n " .

Fi n a l l y  wo s t r o n g l /  recommend that the a m e n d­
me n t s  to AS 44.54 i n c l u d e  a specific p r o v i s i o n  insuring that 
the Bank has the n e c e s s a r y  power to i ndemnify directors, 
o f f i c e r s  and e m p l o y e e s  when neglig e n c e  and m i s c o n d u c t  is nut 
involved. S u c h  a p r o v i sion is r o u t i n e l y  included in the b y­
laws of p r i v a t e  sector o r g a n i z a t i o n  and is s p e c i f i c a l l y  
included among the g e neral p o wers g i v e n  to a c o o p e r a t i v e  
c o r p o r a t i o n  o r g a n i z e d  in Alaska by AS 10.1 .010(13).
C o u n s e l  has advised us that in its o p i n i o n  the Bunk d o e s  
have the power to indemnif y its d irect ors, o f f i c e r s  and 
em p l o y e e s  by v i r t u e  of the fact that AS 44.54 .010 s u b j e c t s  
the Bank t' the p r o v i s i o n s  of AS 10.15, e xcept 0 3  o t h e r w i s e  
pr o vi ded in AS 44.54. Nonetheless, the fact that the 
speci f i c  p o w e r s  of the Bank enumerated in AS 4 4 . 5 4 . 2 1 0  d o  
not include a p r o v ision on i n d e m n ificati on m e a n s  that it is 
not impossible that a cour t m ight hold that the L e g i s l a t u r e  
intended the Bank not be allowed to i n d e m nify directors, 
o f f i c e r s  and e m p l o y e e s  under a p p r o p r . u t e  cond it i o n s .  For 
that reason we recommend the a d d i t i o n  of tin* same l a n g u a g e  
nov; found in AS 10.15.010(13) as an a d d i t i o n a l  p a r a g r a p h  
numbere d (21) to AS 44.54.210. S e c t i o n  4 of S S H B  30 m a y  be 
amended by c h a n g i n g  the word "paragraph" on lino 6 of page 
2 to "paragraphs" and by inserting an a d d i t i o n a l  p a r a g r a p h  
at line 14 w h i c h  roads:

(21) indemnify a director, o f ficer or agent 
or former director, officer or agent, or 
a person w h o  m a y  have served at its r e q u e s t
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as  a d i r e c t o r  or o f f i c e r  of a n o t h e r  d o m e s t i c  
o r  f o r e i g n  c o o p e r a t i v e  of w h i c h  it is a 
m e m b e r ,  agains', e x p e n s e s  n e c e s s a r i l y  i n­
cu r r e d  in d e f e n s e  of a p r o c e e d i n g  in w h i c h  
h e  is a p a r t y  b e c a u s e  he s e r v e d  as n d i r e c t o r ,  
o f f i c e r  o r  agent, b u t  t h i s  p a r a g r a p h  d o e s  n o t  
a p p l y  to p r o c e e d i n g s  in w h i c h  t h e  d i r e c t o r ,  
o f f i c e r  o r  a g e n t  is a d j u d g e d  l i a b l e  for n e g -  
1 j e nee or m i s c o n d u c t  in the p e r f o r m a n c e  of 
duty, and i n d e m n i f i c a t i o n  u n d e r  t h i s  p a r a­
g r a p h  is n o t  e x c l u s i v e  of o t h e r  r i g h t s  to 
w h i c h  t h e  d i r e c t o r ,  o f f i c e r  o r  a g e n t  m a y  be 
e n t i t l e d .

Mr. F r a n k  M. Homan, C h a i r m a n ,
C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  B a n k

Mr. F r a n k  Orth, F i n a n c i a l  C o n s u l t a n t  
to C o m m e r c i a l  F i s h i n g  and A g r i c u l t u r e  B a n k

Mr. L a r r y  B u t t e r f i e l d ,  S p o k a n e  B a n k  For 
C o o p e r a t i v e s

Mr. R. M. G o r d e r ,  F e d e r a l  I n t e r m e d i a t e  
C r e d i t  Ba n k  o f  S p o k a n e



I n n  ii.-.)IXS III.  ~  —  —

m enu to ollglhle cooperative association* ami to extend to tlicm o ilier
technical nml financia l assistance, Including hut not l im ited In discount- 
In *  notes and other obligations, guarantees. co lla tera l c u s t o d y ,  or par­
tic ipa tion  veil It other hanks fo r cooperatives nnd commercial hanks or 
other financia l Institutions In loan* to e lig ib le  cooperatives, under such 
terms and conditions as tna> he determined to be feasible be the board 
of directors of each hank fo r cooperatives under m  utations of the Faim  
Credit Admit 1st rat Ion. Such regulations may Include provisions fo r
avoiding duplication between the Central Hank nnd d is tric t barks fo r
cooperatives. Each bank may own nnd lease, or lease w ith  option to 
purchase, lo s t o c k h o l d e r s  eligible to bnrrov from the bank equipment 
needed In the operations of the stockho ler.
I ’ub.L. 02-181, Title H I. I 3.7. Dec. 10, 1971. 85 Slat. C05.

g 211111. E lig ib ility
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 fo r market, 
handling, or marketing farm or aquatic products; or fo r 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 follow ing 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 Adm in istration; 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 w ith  or fo r noniuembcrs In nn amount greater in valuo 
than the total amount of such business transacted by It w ith or fo r 
members, excluding from the fo inl of member and nonmembcr busi­
ness transactions w ith I hr I ’ ulted Stale* or any agency or instru ­
m entality thereof or services or supplies furnished as a public u t i li­
ty ; and

(d) a percentage of I he voting control of the association not less 
than 80 per centum 170 per centum In the case nf rural electric, 
telephone, and public u tility  couperalives), or such higher percentage 
as established hy the d istrict 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, T itle  111, |  3.8. Dee. 10. 1271. 85 Stat. <505. amondtd Pub.
L. 94-184, | J in ), Dec. it l.  1975, 89 Stat. 10C0.

I t o  In orig ina l. .V column n f lr r  "producers' waa prubnbl)’ nut Intended.
I»:s .Xinenilim ui. Si i Iims ' ( i l l  i u i, ra n M il i«  l l l -m ry .  I 'n r  lo g lU a liv f

91- IN  uddcd |iritv iM i,ii r>-liiiluc to TO per lilh i» rv  and |io i|u i*e  of I ’ ul l,. Ol-ISJ. I f f  
m i l  mu uf t'ullnC ru i it fu l lu I fir cake nf I97J l.H  Code Cuug. anil Adm Newt, p. 
n m l  e lectric, icnq iiitu ir, and public mi til- r ;  ix.
IS ccjpcrutive*.

{j IMUO. O w n e rs h ip  o f  s to c k  b y  b o r ro w e r*
(a) Each borrower at the time a loan Is made iy  a bank fo r co­

operatives shall own at ieast one share of voting stuck and shall be re­
quired by the bank w ith the approval of the Farm Credit Adm.nlstration 
to invest in additional voting stock ur nonvoting investment stock at 
t lu t  time, or from time to time, as the lending bank may determine, but 
iho requirement fo r Investment in  slock at the tln io  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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Ing any quarter thenor. or upon s je li other basis as Ihe bank, w ith  the
approval of Hie Farm Credit Adm inistration, determines w ill provldo
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 d is tric t bank or banks as may be approved by the Farm Credit 
Adm inistration 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 d istrict bank designated by thi Farm Credit Adm inistration.

(b ) XotwlthMann'ng the provisions ol subsection (a) of this section, 
the purchase of stoci need not be required w ith  respect to that part of 
any loan tnndc by a eank fo r cooperatives which It sell* to or makes In 
participation w ilt  llnuoctal Institutions other than any of the banks 

; for cooperatives, n such cases the d istribution of earning* of the bank 
| fo r cooperatives shall be on the basl3 of the interest in the loan re­

tained by such bank.
! I’ ub.L. 92-181, T itle  I f f .  J 3.5. Dec. 10. 1971, 85 Stat. COS.

£ SI.Tt. 1/Win*— Interest rule* nml charge*
la )  Loans made hy a bank for coopvu ivns shall bear interest at a 

! rate or rate* determined hy the board n. directors of the bank irom  
! tlo io to time, w ith the approval of Hie Farm Credit Adm inistration. In 
j  setting rates and char.jes, it shall be the objective to provide the types 
• of r r rd it  needed by eligible borrower* at Hie lowest reasonable cost on 
| a sound business basis, taking Into account the net cost of money to the 
I bank, necessary reserves and expenses of Hie bank, and services pro­

vided. The loan documents may provide fo r Hie Interest rate or rate* 
to vary from time to time luring the repayment period of the loan. In 
accordance w ith the rate or rates currently he ,g charged by the hank.

• r eu r l l j f
(b) Loans shall he made upon suclt torus*, conditions, and security. 

If any, as may be determined by the hank In accordance w ith  regulations 
of the Farm Credit Adm inistration.

U rn
(c) Each bank for cooperative* eb;.li have a firs t lien on all stock or 

o ilie r 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 
firs t Hen on the slocit nnd equities of the borrower In the d istrict bank 
and ihu d is tric t bank shall have a lien thereon jun io r only to the Hen of 
the Central Bank.

C i t n r r lln tfo iil n|if»llcnf l«» i  on Inili’h lP ilnn i
(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 fo r 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 o ilie r equity In the bank owi. d by or allocated 
tn such borrowoi, at the -fa ir 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 d istrict bank In another d is tric t 
bank on account of such Indebtedness, shall bo retired or equitably ad­
justed.
Pub.L. 92-181, T itle  H I. | 3.10, Dee. 10, 1971. 85 Stat. (OS.

g ‘Jilt'd. F ilm ing* nnd reserve*, application nf saving*— Application 
nf sa v i ng s  when bank Inis nu t'land ing  s tuck held by Governor

(a) Each bank lo r 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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M E M O R A N D U M

TO: Mr. R i c h a r d  H. E a k i n s
D i r e c t o r ,  D i v i s i o n  of 
E c o n o m i c  D e v e l o p m e n t  
D E P A R T M E N T  O F  C O M M E R C E  

& E C O N O M I C  D E V E L O P M E N T  
P o u c h  EE
J u n eau, A l a s k a  9 9 811

FROM: P e t e r  A r g e t s i n g e r
W O H L F O R T H  & F L I N T

DATE: A p r i l  6, 1 9 7 9

RE: C o m m e r c i a l  F i s h i n g  & A g r i c u l t u r e
B a n k / C o m m e n t s  O n  S S H B  30

On A p r i l  4, y o u  r e q u e s t e d  o u r  a s s i s t a n c e  in p r e­
pa r i n g  a p o s i t i o n  p a p e r  as to SS H B  30 for s u b m i s s i o n  to the 
L e g i s l a t u r e  n e x t  week. T h e  c o m m e n t s  o n  the s u b j e c t  bill 
w h i c h  f o l l o w  a r e  s u b m i t t e d  for y o u r  c o n s i d e r a t i o n .  T h e y  a r e  
s t r u c t u r e d  xn s u c h  a w a y  t h a t  y o u  n e e d  o n l y  add i n t r o d u c t o r y  
and c o n c l u d i n g  p a r a g r a p h s  a n d  i n s e r t  a d i s c u s s i o n  o f  p o l i c y  
m a t t e r s  as a p p r o p r i a t e ,  p a r t i c u l a r l y  in the a r e a s  of  c o m­
p o s i t i o n  of the B o a r d  of D i r e c t o r s  (where I s e n s e d  a s t r o n g  
f e e l i n g  at  the A p r i l  4 m e e t i n g  in f a v o r  of i n d e p e n d e n c e )  and 
in the ar e a  of t h e  b u s i n e s s  j u d g m e n t s  to b e  m a d e  w h e n  
c o n s i d e r i n g  l o a n s  for e n t r y  p e r m i t s  w h i c h  a r e  to be s e c u r e d  
b y  t h o s e  p e r m i t s .  (Although, p e r h a p s  n o t h i n g  a d d i t i o n a l  
n e e d  be s a i d  on  t h e  l a t t e r  s u b j e c t . )

S e c t i o n  1. A d d i t i o n  o f  the w o r d  "Al a s k a "  to the 
n a m e  o f  the B a n k  is d e s i r a b l e  and, in fact, r e f l e c t e d  in the 
d r a f t  A r t i c l e s  of  I n c o r p o r a t i o n  and B y - L a w s  of the B a n k  n o w  
u n d e r  c o n s i d e r a t i o n  by t h e  B o a r d  of D i r e r t o r s .

S e c t i o n  2. T h o  B o a r d  of D i r e c t o r s  of  tho Bank 
u n d e r  the p r e s e n t  l a w  is c o m p o s e d  o f  f i v e  m e m b e r s ,  i n i t i a l l y  
a p p o i n t e d  b y  the G o v e r n o r ,  w h o  s e r v e  s t a g g e r e d  terms. F o l­
lowing e x p i r a t i o n  of the i n i t i a l  term, d i r e c t o r s  a r e  t h e n  
e l e c t e d  b y  t h o  m e m b e r / s h a r e h o l d e r s  of the B a n k  w h i c h  u n d e r  
A S  44.54 is o r g a n i z e d  as a c o o p e r a t i v e  c o r p o r a t i o n .  AS
1 0 . 15.140, to w h i c h  the B a n k  is s u b j e c t ,  r e q u i r e s  t h a t  the 
e l e c t e d  d i r e c t o r s  be m e m b e r s  o f  the c o o p e r a t i v e .  C o u n s e l  to 
t he B a n k  h a v e  e x a m i n e d  the p r e s e n t  m e t h o d  of c o n s t i t u t i n g  
t he B o a r d  of  D i r e c t o r s  o f  the Ba n k  and h a v e  a d v i s e d  that,



in t h e i r  o p i n i o n ,  u n d e r  S e c t i o n  103 of the I n t e r n a l  R e v e n u e  
C o d e  and the r e g u l a t i o n s  t h e r e u n d e r  t h e  B a n k  m a y  n o t  i s s u e  
ta x  e x e m p t  r e v e n u e  bonds. In g e n e r a l ,  t h i s  is b e c a u s e  in 
o r d e r  to i s s u e  t a x  e x e m p t  b o n d s  "on b e l a l f  of" the State, 
the B a n k  m u s t  be c o n s i d e r e d  by  the I n t e r n a l  R e v e n u e  S e r v i c e  
to be a " c o n s t i t u t e d  a u t h o r i t y " .  T o  s a t i s f y  t h i s  r e q u i r e­
m e n t  it is n e c e s s a r y  t h a t  all m e m b e r s  o f  the B a n k  B o a r d  of 
D i r e c t o r s  be p u b l i c  o f f i c i a l s  of the St a t e ,  b e  e l e c t e d  by 
the v o t e r s  of the S t a t e  o r  be a p p o i n t e d  d i r e c t l y  by the 
S tate. An3, the r e q u i r e m e n t  c o n t i n u e s  for t h e  li f e  of a n y  
b o n d s  i s s u e d  b y  the Bank.

W e  h a v e  a l s o  b e e n  a d v i s e d  by  c o u n s e l  t h a t  t h e  
p r o p o s e d  r e v i s i o n  to A S  4 4 . 5 4 . 0 2 0  w h i c h  w o u l d  e x p a n d  the 
B o a r d  o f  D i r e c t o r s  to s e v e n  m e m b e r s ,  t h r e e  of  w h o m  w o u l d  be  
a p p o i n t e d  by the G o v e r n o r  u n t i l  s u c h  t i m e  as the B a n k  has 
r e p u r c h a s e d  all n o n - v o t i n g  p r e f e r r e d  s h a r e s  h e l d  by the 
S t a t e  d o e s  n o t  s a t i s f y  the IRS c r i t e r i a  e i t h e r .  In o r d e r  to 
i s s u e  tax e x e m p t  r e v e n u e  b o n d s  it w o u l d  be n e c e s s a r y  th a t  
the B o a r d  o f  D i r e c t o r s  b e  c o m p o s e d  in its e n t i r e t y  of 
g u b e r n a t o r i a l  a p p o i n t e e s  for t h e  l i f e  o f  a n y  o u t s t a n d i n g  
bonds.

T h e  p r e s e n t  f o r m u l a t i o n  of  the Board, of c o u r s e ,  
is q u i t e  s a t i s f a c t o r y  to a c c o m p l i s h  t h e  p r i m a r y  p u r p o s e  
e n v i s i o n e d  by the L e g i s l a t u r e  w h e n  it e s t a b l i s h e d  the Bank, 
i e . , to l e v e r a g e  the b a n k ' s  c a p i t a l  w i t h  the f e d e r a l  f a r m  
c r e d i t  s y s t e m  b a n k s  in o r d e r  to m a k e  l o a n s  to t h o s e  e n q a g c d  
in c o m m e r c i a l  f i s h i n g  and a g r i c u l t u r e .  In t h a t  r e g a r d ,  the 
f e d e r a l  b a n k s  r e q u i r e  as a c o n d i t i o n  of e l i g i b i l i t y  for 
l o a n s  that a s s o c i a t i o n s  s u c h  as t h o  C o m m e r c i a l  F i s h i n g  and 
A g r i c u l t u r e  Ba n k  be o r g a n i z e d  in s u c h  a w a y  t h a t  n o t  less 
t h a n  80% of the v o t i n g  c o n t r o l  o f  the b a n k  is he l d  by 
f i s h e r m e n  or far m o - s .  See, e.g., 12 U S C A  2129 w h i c h  s e t s  
o u t  t h e s e  r e q u i r e m e n t s  as  t h e y  a p p l y  to the f e d e r a l  b a n k s  
for c o o p e r a t i v e s .  At f i r s t  blush, t h i s  w o u l d  s e e m  to p r e­
c l u d e  a B o a r d  of D i r e c t o r s  w h o r e  3 / 7 t h s  of t h e  m e m b e r s  a o 
g u b e r n a t o r i a l  a p p o i n t e e s  r a t h e r  than r e p r e s e n t a t i v e s  of the 
m e m b e r s h i p .  H o w e v e r ,  w e  h a v e  i n f o r m a l l y  d i s c u s s e d  the 
m a t t e r  w i t h  r e p r e s e n t a t i v e s  o f  the f e d e r a l  f a r m  c r e d i t  
s y s t e m  in S p o k a n e  w h o  h a v e  a d v i s e d  u s  t h a t  t h e y  d o  n o t  
b e l i e v e  that r e c o n s t i t u t i n g  t h o  B a n k ' s  B o a r d  of D i r e c t o r s  a s  
e n v i s i o n e d  b y  S S H B  30 w o u l d  p r e c l u d e  t h e m  f r o m  w o r k i n g  w i t h  
the C o m m e r c i a l  F i s h i n g  and A g r i c u l t u r e  Bank. R a t h e r ,  t h e y  
i n t e r p r e t  the F e d e r a l  r e q u i r e m e n t  to m e a n  t h a t  t h e  c o n t r o l  
of at l e a s t  80% of the v o t e s  w h i c h  w o u l d  e l e c t  the o t h e r  
f o u r  m e m b e r s  of a r e c o n s t i t u t e d  B o a r d  of D i r e c t o r s  m u s t  
be in f i s h e r m e n  a n d  f a rmers.



It w o u l d  a p p e a r  th a t  a c h a n g e  in the c o m p o s i t i o n
of the B o a r d  of D i r e c t o r s  as p r o p o s e d  in S S H B  30 w o u l d  a c­
c o m p l i s h  one, or both, o f  two o b j e c t i v e s .  One, it w o u l d  
e s t a b l i s h  a m e c h a n i s m  t h r o u g h  w h i c h  E j a r d  m e m b e r s  w h o  o t h e r­
wi s e  w o u l d  not be e l i g i b l e  for e l e c t i o n  by t h e  member*.
(e.g., bankers, e c o n o m i s t s ,  b u s i n e s s  c o n s u l t a n t s )  c o u l d  
r e m a i n  on or b e  a p p o i n t e d  to the B o a r d  of  D i r e c t o r s  e v e n
t h o u g h  t h e y  are not a c t i v e l y  e n g a g e d  in c o m m e r c i a l  f i s h i n g
or a g r i c u l t u r e .  Two, it w o u l d  v e s t  s o m e  m o d i c u m  of c o n t r o l  
in the S t a t e  t h r o u g h  the p o w e r  of  the G o v e r n o r  to c o n t i n u e  
to a p p o i n t  a m i n o r i t y  of the B o a r d  d u r i n g  the e a r l y  l i f e  of  
t h e  Bank. W h i l e  the f i r s t  of t h e s e  r e a s o n s  is c e r t a i n l y  
d e s i r a b l e ,  p e r h a p s  s o m e  a d d i t i o n a l  d i s c u s s i o n  of the ne e d  
for S t a t e  r e p r e s e n t a t i o n  o n  t h e  B o a r u  of D i r e c t o r s  t h r o u g h  
g u b e r n a t o r i a l  a p p o i n t e e s  is n e c e s s a r y .  A t  the o u t s e t ,  it 
sh o u l d  be n o t e d  t h a t  the L e g i s l a t u r e  w i l l  a l w a y s  r e t a i n  its 
a b i l i t y  to i n f l u e n c e  the B a n k  t h r o u g h  t h e  a p p r o p r i a t i o n  p r o­
cess, p a r t i c u l a r l y  d u r i n g  the c a p i t a l  f o r m a t i o n  p h a s e  of the 
Bank, and t h r o u q h  its a b i l i t y  to m o d i f y  to a g r e a t  e x t e n t  
the B a n k ' s  e n a b l i n g  l e g i s l a t i o n  s h o u l d  that ev e r  b e c o m e  
n e c e s s a r y .  How e v e r ,  a b a s i c  t e n e t  o f  the f e d e r a l  f a r m  
c r e d i t  s y s t e m  is t h a t  o r g a n i z a t i o n s  su c h  as  tho Ba n k  s h o u l d  
o p e r a t e  on  a c o o p e r a t i v e  b a s i s  for the m u t u a l  b e n e f i t  of the 
m e m b e r s .

(insert a d d i t i o n a l  p o l i c y  c o n s i d e r a t i o n s  re
i n d e p e n d e n c e  of the ba n k  as d e s i r e d )

On e  f i nal c o m m e n t  on S e c t i o n  2 of S S H B  30. T h e  
d r a f t  bill, as w e l l  as the p r e s e n t  st a t u t e ,  s t a t e s  that 
H o a r d  m e m b e r  e l e c t i o n  s hall be b y  the " s h a r e h o l d e r s " .  
G e n e r a l l y  s p e a k i n g  the p r i v i l e g e  of *he v o t e  in a c o o p­
er a t i v e  c o r p o r a t i o n  b e l o n g s  to tho m e m b e r  o r  h o l d e r  of 
m e m b e r s h i p  stock. M o s t  m e m b e r s  w i l l  a l s o  ho l d  s h a r e s  of 
c a p i t a l  stock, buc it is e n t i r e l y  p o s s i b l e  for o n e  to be a 
c a p i t a l  s t o c k h o l d e r  (thus, a s h a r e h o l d e r )  at the ti m e  of a 
m e m b e r s h i p  m e e t i n g ,  yet for s e v e r a l  r e a s o n s  n o t  c u r r e n t l y  
e l i g i b l e  to v o t e  a s  a m e m b e r .  T h e r e f o r e ,  it is o u r  r e­
c o m m e n d a t i o n  th a t  t h e  wo r d  " s h a r e h o l d e r s "  o n  line 22 o f  p a g e  
1 of S S H B  30 bo r e p l a c e d  by the t e r m  " m e m b e r s "  or the t e r m  
" m e m b e r s h i p " .  " M e m b e r "  is a d e f i n e d  t e r m  in A S  1 0 . 1 5 . 5 9 5 ( 9 )  
and w o u l d  be the p r e f e r r e d  term.

S e c t i o n  3. T h e  p r o p o s e d  a m e n d m e n t s  to A S  4 4 . 5 4 . 0 9 0  
f ound in S e c t i o n  3 of S S H B  30 a r e  s a t i s f a c t o r y  and a p p e a r  to 
s o l v e  the d r a f t i n g  p r o b l e m  in the p r e s e n t  statute.

H o w e v e r ,  d u r i n g  the o r g a n i z a t i o n  of tho B o a r d  of 
D i r e c t o r s  of t h e  Ba n k  two o t h e r  c o n c e r n s  h a v e  s u r f a c e d  
w h i c h  m a y  be s o l v e d  by a d d i n g  l a n g u a g e  to AS  4*1 .54.090.
T h e  first of t h e s e  is the m e t h o d  to be u s e d  w h e n  d e t e r m i n i n g



w h i c h  m e m b e r s  o f  the B o a r d  of D i r e c t o r s  s h a l l  s e r v e  for the 
one, t w o  and t h r e e  ye a r  term. O n e  vay to r e s o l v e  th i s  
p r o b l e m  is to p r o v i d e  t h a t  t h e  t e r m s  b e  d e t e r m i n e d  b y  lot, 
as the L e g i s l a t u r e  h a s  p r o v i d e d  in o t h e r  i n s t a n c e s .  (See 
AS 1 8 . 2 6 . 0 3 0  w h e r e  s u c h  a s y s t e m  is a p p l i e d  to the B e a r d  of 
D i r e c t o r s  to the A l a s k a  M e d i c a l  F a c i l i t y  A u t h o r i t y . '

T h e  s e c o n d  p r o b l e m  is i n s u r i n g  t h a t  the i n i t i a l  
t e r m s  of the B o a r d  of D i r e c t o r  m e m b e r s  e x p i r e  o n  the d a t e  of 
the c o o p e r a t i v e  a n n u a l  m e e t i n g  r a t h e r  t h a n  o n  the a n n i v e r s a r y  
d a t e  of the a p p o i n t m e n t  by the G o v e r n o r .  As the B a n k ' s  
d r a f t  B y - L a w s  p r o v i d e  th. t the a n n u a l  m e e t i n g  b e  he l d  in 
N o v e m b e r  of e a c h  year, we  s t r o n g l y  u r g e  t h a t  AS 44.54 p r o­
v i d e  that the i n i t i a l  o n e  y e a r  B o a r d  of G o v e r n o r  t e r m s  
e x t e n d  u n t i l  N o v e m b e r  1980, a n d  t h a t  t h e  two a n d  t h r e e  year 
t e r m s  e x p i r e  at the t i m e  of the f o l l o w i n g  two a n n u a l  m e e t­
ings. S i n c e  the i n i t i a l  a p p o i n t m e n t s  to the B o a r d  of D i r e c t o r s  
w e r e  m a d e  o n  F e b r u a r y  19, 1979, to p r o v i d e  th a t  the o n e  y e a r  
t e r m s  e x p i r e  in N o v e m b e r  1979, w o u l d  n o t  be a p r u d e n t  
b u s i n e s s  d e c i s i o n  as it w o u l d  m e a n  th a t  the e x p e r t i s e  and 
e x p e r i e n c e  of t h e  o n e  y e a r  d i r e c t o r s  w o u l d  be lost to the 
B a n k  e v e n  b e f o r e  it is in f u l l  o p e r a t i o n .

T h e s e  r e c o m m e n d a t i o n s  m a y  be i m p l e m e n t e d  by 
s t r i k i n g  the p e r i o d  f o l l o w i n g  the w o r d  " y e ars" on li n e  5 of 
p a g e  2 of S S H B  30, a n d  i n s e r t i n g  a c o m m a  a n d  the f o l l o w i n g  
language;

, to be d e t e r m i n e d  by lot. T h e  i n i t i a l  
t e r m s  s h a l l  e x p i r e  at t n e  a n n u a l  m e e t i n g  
of the ba n k  held ir. N o v e m b e r  1980, 1981 
and 1982 r e s p e c t i v e l y .

S e c t i o n  4. W e  a r e  a w a r e  that the l a n g u a g e  of 
S e c t i o n s  4 a n d  5 of S S H B  30 t r a c k s  in m o s t  r e s p e c t s  tho 
l a n g u a g e  of AS  16. 1 0 . 3 0 0  et seij, the C o m m e r c i a l  F i s h i n g  Loan 
Act, and a g r e e  that it is d e s i r a b l e  th a t  the Bank as w e l l  
h a v e  the p o w e r  to m a k e  l o a n s  to i n d i v i d u a l  c o m m e r c i a l  f i s h­
e r m e n  to p u r c h a s e  e n t r y  per m i t s .  T h o  B o a r d  of D i r e c t o r s  of 
the B a n k  will, o f  c o u r s e ,  a t  the a p p r o p r i a t e  t i m e  be f aced 
w i t h  tho n e c e s s i t y  of d e t e r m i n i n g  its p o l i c i e s ,  f r o m  a 
b u s i n e s s  s t a n d p o i n t ,  w h e n  c o n s i d e r i n g  l o a n s  to be s e c u r c u  by 
e n t r y  p e r m i t s .  W o  a r e  a w a r e  that t h e r e  a r e  p r e s e n t l y  o n  
a p p e a l  to the A l a s k a  S u p r e m e  C o u r t  t w o  S u p e r i o r  C o u r t  
d e c i s i o n s  in c a s e s  w h i c h  c h a l l e n g e  the l i m i t e d  e n t r y  p e r m i t  
s y s t e m  a n d / o r  the m e t h o d  by w h i c h  p e r m i t s  h a v e  b e e n  issued.
T h o  S u p r e m o  C o u r t  d e c i s i o n  in t h o s e  cases, or  f u t u r e  cases, 
m a y  r e s u l t  in the i s s u a n c e  of  a s u f f i c i e n t  n u m b e r  of a d d­
itional e n t r y  p e r m i t s  so that t h o  v a l u e  of an e n t r y  p e r m i t  
I W d  by the Ba n k  as s e c u r i t y  is s u b s t a n t i a l l y  l e s s e n e d .
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F u t u r e  a c t i o n  by t h e  L e g i s l a t u r e  c o u l d  w o r k  to the s a m e  e n d  
and m u s t  a l s o  be t a k e n  i n t o  c o n s i d e r a t i o n  b y  the B a n k  w h e n  
m a k i n g  l o ans of t h i s  type.

As to the s p e c i f i c  l a n g u a g e  of S e c t i o n  4 o f  S S H B  
30, w e  n o t e  t h a t  e l i g i b i l i t y  for a l o a n  to p u r c h a s e  an e n t r y  
p e r m i t  is c o n d i t i o n e d  u p o n  a f i v e  ye a r  d u r a t i o n a l  r e s i d e n c y  
r e q u i r e m e n t  which, if c h a l l e n g e d  at s o m e  f u t u r e  time, c o u l d  
be held u n c o n s t i t u t i o n a l .  W e  a l s o  n o t e  t h a t  the r e q u i r e m e n t  
for a c t i v e  p a r t i c i p a t i o n  in the f i s h e r y  at s o m e  t i m e  d u r i n g  
t h e  p a s t  f i v e  y e a r s  is v a g u e  e n o u g h  so t h a t  it m a y  c a u s e  
p r o b l e m s  in d e t e r m i n i n g  lo a n  e l i g i b i l i t y .  E.g., w o u l d  
t h i r t y  d a y s  s o m e  ti m e  d u r i n g  the f i v e  y e a r  p e r i o d  be s u f f i c i e n t  
w o u l d  s e v e n  d a v s ?

S e c t i o n  5. AS 4 4 . 5 4 . 2 3 0  w o u l d  r e q u i r e  th a t  the 
e x e c u t i v e  d i r e c t o r  of the B a n k  be l i s t e d  as the l egal o w n e r  
of a p l e d g e d  p e r m i t  and S e c t i o n  5 at s e v e r a l  p l a c e s  r e q u i r e s  
that the e x e c u t i v e  d i r e c t o r  o f  the B a n k  t a k e  c e r t a i n  
a c t i o n s  in r e g a r d  to a p e r mit. W h i l e  u n d e r  AS 1 6.43 e n t r y  
p e r m i t s  a r e  held o n l y  by n a t u r a l  p e r s o n s  and w h i l e  the 
C o m m e r c i a l  F i s h i n g  L o a n  A c t  a s s i g n s  the sa m e  d u t i e s  to the 
C o m m i s s i o n e r  of C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ,  it is 
d e s i r a b l e  in th i s  s i t u a t i o n  t h a t  the leg o w n e r s h i p  of 
an e n t r y  p e r m i t  or  d i r e c t i o n s  for t a k i n g  c e r t a i n  a c t i o n s  
r e s t  w i t h  the B a n k  itself, r a t h e r  th a n  w i t h  a s p e c i f i c  
i n d i v i d u a l  so  as to g i v e  the B a n k  m a x i m u m  f l e x i b i l i t y  in 
m a n a g i n g  its b u s i n e s s .  For t h a t  r e a s o n  w e  r e c o m m e n d  that 
t h e  l a n g u a g e  " e x e c u t i v e  d i r e c t o r  of the" be e l i m i n a t e d  
w h e r e  it a p p e a r s  in S e c t i o n  5 of  S S H B  30. But if it is 
d e t e r m i n e d  t h a t  AS  16.43 r e q u i r e s  that a n  i n d i v i d u a l  be 
n amed, it n o n e t h e l e s s  is d e s i r a b l e  th a t  the l a n g u a g e  "as 
t r u s t e e  for the b a n k "  be i n s e r t e d  d i r e c t l y  f o l l o w i n g  the 
d e s i g n a t i o n  of the e x e c u t i v e  d i r e c t o r  so t h a t  it is c l e a r  
the c a p a c i t y  in w h i c h  the d i r e c t o r  acts.

AS 4 4 . 54. 2*j 0 ( b )  w o u l d  a l l o w  a d e b t o r  to n o m i n a t e  a
p e r s o n  to a s s u m e  his n o t e  u n d e r  c e r t a i n  c o n d i t i o n s  and r e­
q u i r e  that the p e r s o n  so n o m i n a t e d  q u a l i f y  i n d e r  tho r e q u i r e­
m e n t s  of AS 4 4 . 5 4 . 2 3 0 ( a )  i.e., th a t  the p e r s o n  n o m i n a t e d  
q u a l i f y  as a t r a n s f e e  for an e n t r y  p e r m i t  u n d e r  AS 1 6 . 4J.
T h e r e  a ppears, h o w e v e r ,  to be no r e q u i r e m e n t  t h a t  the 
n o m i n e e  to a s s u m e  the n o t e  m e e t  -he r e q u i r e m e n t s  sot u p  by 
p r o p o s e d  AS 4 4 . 5 4 . 2 1 0 ( 2 0 ) ,  s p e c i f i c a l l y  that he m e e t  the 
f i v e  year d u r a t i o n a l  r e s i d e n c y  r e q u i r e m e n t  as d i d  the 
o r i g i n a l  d e b t o r .  If this is c o n s i d e r e d  d e s i r a b l e ,  the 
l a n g u a g e  "and AS 4 4 . 5 4 . 2 1 0 ( 2 0 ) "  s h o u l d  b e  i n s e r t e d  i m m e d­
iat e l y  f o l l o w i n g  the end of the p a r t i a l  s e n t e n c e  o n  li n e  1,
p a g e  5 of S S H B  30.



R e c o m m e n d e d  A d d i t i o n s

A S  16.4 3 p r o v i d e s  t h a t  ■>ntry p e r m i t s  m a y  not be 
p l e d g e d  as s e c u r i t y  or t r a n s f e r r e u  e x c e p t  u n d e r  c e r t a i n  c o n­
di t i o n s ,  o n e  of w h i c h  is as p r o v i d e d  in the ComnK r c i a l  
F i s h i n g  L o a n  Act. S i m i l a r l y ,  it w o u l d  a p p e a r  tl t a d d­
it i o n a l  a m e n d m e n t s  a r e  n e c e s s a r y  to at l e a s t  s e c t i o n s  AS 
1 6 . 4 3 . 1 5 0 ( g )  and AS 1 6 . 4 3 . 1 7 0 ,  w h i c h  l a n g u a g e  s h o u l d  r e f e r  
s p e c i f i c a l l y  to t h e  p r o g r a m  p r o p o s e d  in S S H B  30.

As a m a t t e r  of c o n v e n i e n c e  and s t y l e  in d r a f t i n g  
it m a y  be d e s i r a b l e  to c o n s i d e r  a d d i t i o n  of a n e w  s e c t i o n  
.260, D e f i n i t i o n s ,  to AS 44.54. S u c h  a s e c t i o n  i n i t i a l l y  
w o u l d  d e f i n e  the w o r d  "b a n k "  as the A l a s k a  C o m m e r c i a l  F i s h­
ing and A g r i c u l t u r e  B a n k  w h i c h  d e f i n i t i o n  w a s  n o t  i n c l u d e d  
in C h a p t e r  159, S L A  1978, e v e n  t h o u g h  e x t e n s i v e  u s e  is m a d e  
t h e r e i n  of t h e  t e r m  "bank". In a d d i t i o n  it w o u l d  a p p e a r  
d e s i r a b l e  to d e f i n e  the w o r d  " c o m m i s s i o n "  as t h e  A l a s k a  
C o m m e r c i a l  F i s h e r i e s  E n t r y  C o m m i s s i o n  in o r d e r  to a v o i d  the 
p r o b l e m  n o w  f o u n d  t h r o u g h o u t  S e c t i o n  5 of S S H B  30 w h e r e  
r e f e r e n c e  is s o m e t i m e s  m a d e  to the A l a s k a  C o m m e r c i a l  Fis.. 
e r i e s  E n t r y  C o m m i s s i o n ,  but m o r e  o f t e n  is m a d e  s i m p l y  to the 
" c o m m i s s i o n " .

F i n a l l y  w e  r t r o n g l y  r e c o m m e n d  that the a m e n d­
m e n t s  to AS 4 4.54 i n c l u d e  a s p e c i f i c  p r o v i s i o n  i n s u r i n g  th a t  
the B a n k  has the n e c e s s a r y  p ^ w e r  to i n d e m n i f y  d i r e c t o r s ,  
o f f i c e r s  and e m p l o y e e s  w h e n  n e g l i g e n c e  a n d  m i s c o n d u c t  is not 
i n v o l v e d .  S u c h  a p r o v i s i o n  is r o u t i n e l y  i n c l u d e d  in the b y­
laws  of p r i v a t e  s e c t o r  o r g a n i z a t i o n  a n d  a s p e c i f i c a l l y  
i n c l u d e d  a m o n g  the g e n e r a l  p o w e r s  g i v e n  to a c o o p  r a t i v c  
c o r p o r a t e ’n o r g a n i z e d  in A l a s k a  by AS 1 0 . 1 5 . 0 1 0 ( 1 3 ) .
C o u n s e l  has a d v i s e d  us t h a t  in its opinior. the B a n k  d o e s  
h a v e  the p o w e r  to i n d e m n i f y  its d i r e c t o r s ,  o f f i c e r s  a n d  
e m p l o y e e s  by v i r t u e  of the f a c t  t h a t  A S  4 4 . 5 4 . 0 1 0  s u b j e c t s  
the Bank to t h e  p r o v i s i o n s  of AS 10.15, e x c e p t  as o t h e r w i s e  
p r o v i d e d  in AS  44.54. N o n e t h e l e s s ,  the fact th a t  the 
s p e c i f i c  p o w e r s  of t h e  Bar.k e n u m e r a t e d  in AS 44.54. 210 d o  
not i n c l u d e  a p r o v i s i o n  o n  i n d e m n i f i c a t i o n  m e a n s  that it is 
not i m p o s s i b l e  that a c o u r t  mi jht ho l d  that the L e g i s l a t u r e  
intendtn. _he B a n k  n o t  bo  a l l o w e d  to i n d e m n i f y  d i r e c t o r s ,  
o f f i c e r s  and e m p l o y e e s  u n d e r  a p p r o p r i a t e  c o n d i t i o n s .  For 
th a t  r e a s o n  wo r e c o m m e n d  t h e  a d d i t i o n  of the sa m e  l a n g u a g e  
n o w  f o u n d  in AS 1 0 . 1 5 . 0 1 0 ( 1 3 )  as a n  a d d i t i o n a l  p a r a g r a p h  
n u m b e r e d  (21) to AS 44. 54.210. S e c t i o n  4 of SSIIB 30 m a y  bo 
a m e n d e d  b y  c h a n g i n g  the w o r d  " p a r a g r a p h "  on  line 6 o f  p a g e  
2 to " p a r a g r a p h s "  and by i n s e r t i n g  an a d d i t i o n a l  p a r a g r a p h  
at l i n e  14 w h i c h  reads:

(21) i n d e m n i f y  a d i r e c t o r ,  o f f i c e r  or  a g e n t  
or f o r m e r  d i r e c t o r ,  o f f i c e r  o r  ag e n t ,  or 
a p e r s o n  w h o  m a y  h a v e  s e r v e d  at its r e q u e s t
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as a d i r e c t o r  or o f f i c e r  of a n o t h e r  d o m e s t i c  
or f o r e i g n  c o o p e r a t i v e  of w h i c h  it is a 
m e m b e r ,  a g a i n s t  e x p e n s e s  n e c e s s a r i l y  i n­
cu r r e d  in d e f e n s e  of a p r o c e e d i n g  in w h i c h  
he is a p a r t y  b e c a u s e  he s e r v e d  as a d i r e c t o r ,  
o f f i c e r  or  agent, b u t  th i s  p a r a g r a p h  d o e s  net 
a p p l y  t o  p r o c e e d i n g s  in w h i c h  the d i r e c t o r ,  
o f f i c e r  o r  a g e n c  is a d j u d g e d  l i a b l e  for n e g­
l i g e n c e  o r  m i s c o n d u c t  in t h e  p e r f o r m a n c e  of 
duty, and i n d e m n i f i c a t i o n  u n d e r  t h i s  p a r a­
g r a p h  is n o t  e x c l u s i v e  of o t h e r  r i g h t s  to 
w h i c h  the d i r e c t o r ,  o f f i c e r  o r  a g e n t  m a y  be 
e n t i t l e d .

cc: Mr. F r a n k  M. Homan, C h a i r m a n ,
C o m m e r c i a l  F i s h i n g  and A g r i c u l t u r e  B a n k

Mr. F r a n k  Orth, F i n a n c i a l  C o n s u l t a n t  
to Comr. e r c i a l  F i s h i n g  and A g r i c u l t u r e  B a n k

Mr. L a r r y  B u t t e r f i e l d ,  S p o k a n e  B a n k  F o r  
C o o p e r a t i v e s

Mr. R. M. G o r d e r ,  F e d e r a l  I n t e r m e d i a t e  
C r e d i t  B a n k  o f  S p o k a n e



A 2 I2 0 *  UeiKIII lM | « r m m
Tho hanks fo r 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 fo r 
avoiding d u p l i c a t i o n  between the Central Hank and district banks fo r 
cooperatives. R: ch bank may own and lease, or lease w ith  option to 
purchase, to stockholders eligible to borrow from the ba ik  equipment 
needed In the operations of tho stockholder.
I ’ub.L. 0 2 - IS 1. T itle HI. f 3.7. Dec. 10. 1971, S5 Slat. 605.

If 3120. E lig ib ility
Any association of farmers, producers.• 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 fo r 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 sto«, 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 lo r nonmembers In nn amount greater In valuo 
than Die total amount of such business transacted by It w ith  or fo r 
members, excluding from Die total of member and noiinicm brr bu*i- 
ness transactions vvltli t ie  I'n iied Stales or any agency or instru­
mentality thereof or services or supplies furnished as a public u t i l i­
ty ; and

<cl) a percentage of the voting control of the association net lo r  
than SO per centum l ib  per centum In Die case of rural el**ctrlc, 
telephone, ami public u tility  cooperatives), or such higher pore*ntago 
as established by the d istrict board ts told by farmers, proli.cers 
o r ha rve s t e r s  of aquatic products, or eligible cooperative a >socla- 
Dons as defined herein; 

shall be eligible lo borrow from a bank for cooperatives.
I ’u b . L  92 181. T i t l e  I I I .  I  3.8, D ee .  10. 1371, 85 S ta t ,  605. a m e n d e d  T u b  
L  IM - 1 M .  | 1 a ) .  D ec  31. 1975, HC S l a t .  1060.

I So In origins!. A cumins a f l r r  "producers" ws» prolinbl)' net Intended,
IS1J Amrmlm- •! giilwo, |,|i i ■ .r (» M ,i, t  l l l . l o r v .  1'er legi-lutlvr

M4 IM  nddrd proviMnii relating to Ttl per Mst'-rv and j iui| in.r o f  l*ul» I,. PI 1 *1. o r  
• ••tilmu „ t  lu tin g  • on ir.d  In the ru-e o| I tg j L'.Kl'odc Cong, sl id Ad'n N e w s ,  |i 
rn rn l r l n t r l r .  tclcplii.iir. and puldle ull l l ,  2MX. 
t| roupi-ratlvrs.

ft 21,10. Owe -ship nf v tm l 11y bnrrower*
fa ) Kach borrower at tho time a loan Is made by a bank fo r co­

operatives shall own at least one share of voting stork and shall be re­
quired by Die bank vvllh Die approval of Die Farm Credit Administration 
to Invest In additional voting stock or nonvotlng Investment stork at 
that time, or from time to time, a t the lending bank may determine, but 

^ 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 tho loan. Such additional ownersh ip requ irements may bo based os
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tentage of the Interest pnvuhlt b y  Die borrower during an) y e a r  o r  d u r ­
i n g  any quarter thereof, or upon  s u c h  other b a s i s  ns Ihe b a n k ,  w ith the
approval of Die Farm Credit Administration, dciermines w ill 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 at* may lie approved by the Farm Credit 
AdmlnUtra.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 ib is section, 
the purclm e of stork need not be required w ith  respect to that part of
any loan . ide by a hank for cooperatives which It sells to or makes tn
participation v l t l i  llnanctal Institutions m h*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,
I’ ub.L. 92-181, T itle  U I. I 3.9, Doc. IP, 1977. 8.1 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 r at e or rates 
to vary from time to time during Die repay me,.' period of in. loan. In 
accordance w ith Dip rate or rotes currently being ci •’ rged by the bank.

SrrurlCy
(h i 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 Adm ln ittrallon.

Itirn
Cel Kacli bank for cooperatives shall have a firs t Hen on ..'I s tick 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 
firs t lien on Die stock nnd equities of the borrower lit Die d istrict bank 
and Die d ls lile t bank shall have a lien thereon Junior only to Die lien of 
the Ccr*raI Hank.

C'nncHfnf loni np i ' l l r n f l un  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 tb t bank owned by or allocated 
to such borrower, at D ie-fair bo K value thereof not exceeding par. and. 
to Die extent required In such • vses. corresponding shares nnd alloca­
tion* and other equity interests held by a district bank in another d istrict 
bank on account of such Indebtedness, shall be retired or equitably ad- 
qsled.

f ’ub.L. 92-181. T itle  H i. |  3 10, Dec. 10, 1971, 85 Stat. 606
ft 21112. Karnlngs and ei-seeves; application of sav lng«—  Application 

n f auvlna* w h e n  Im i l k  lliix  • M i l o t i i l uh l i g  xlnrk h e ld  b y  (ioterttOr
la )  Each bank fo r cooperatives, at Die end of each fiscal year when 

mid bank shall have stock outstanding held by the Governor of the Farm



GEOPHYSICAL INSTITUTE
C. T. C L V E Y  O U I L O I N D

U N I V C R S i r V  Q F  A L A S K A  
F A I R D A N K S .  A L A S K A  9 9701

March 8, 1979

R e p r e s e n t a t i v e  Brian Rogers 

P o u c h  V

Juneau, A K  99811 

Dear Brian:

F oll o w i n g  a conversation wi t h  Vice Chancellor Keith B. Mather who 

asked m y  o p i n i o n  on HB 12, I am submitting the following comments. This 

letter also amp l i f i e s  statements I 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 A l a s k a n s  are highly interested in it. Furthermore, a successful 

p r o g r a m  of this type creates the image of a helpful and responsive State 

government. But I think it crucial to mnke sure the program is handled 

well. Several specific comments follow:

1. I see no reason to establish a n e w  staff anywhere to distribute 

this m o n e y  and m o n i t o r  its use. 1 suggest that no more than 20-30 

percent of the a p p ropriated 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 e ffective procedures of idea solicitation, proposal review and 

m o n i t o r i n g  of projects funded.

2. T h e  p r o gram will fail if there is too mucl paperwork involved 

in proposal preparation or reporting. Many of the people who are likely 

to c o n t r i b u t e  innovative a p p roachcu through this piogram are not c o m f o r t­

able w i t h  writing. Proposers should be allowed to propose verbally on a 

cassette recorder or In w r i ting on a very few sheets of paper.

3. T h e  A l a s k a  Council, on Science and Technology is already working 

on steps oriented to establishing review procedures>as it is requW-d to 

do by statute. W hy not take advantage of this ongoing effort? W i t h  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 actua l l y  

r e ceiving chi funds and thereby assist the innovators. This can also be

a m e c h a n i s m  to help tho shy Innovator deal with the bureaucracy, and a 

m e c h a n i s m  v h e r e b y  the innovator gets additional moral and perhaps even 

facilities rapport fron his "advisor-oponsor." The educational benefit, 

bot h  to the innovator nnd the "advisor-aponsor" could be of significant 
value.
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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 mlsnn<> o f 
£und2.? l think this can be worked out, but it will take a little doing 
to achieve a proper balance. One idea I 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’s 
attendance. Use of the "Bponsor-advisor'* concept also should help limit 
the need for extensive r e p o r t in g .

I want to emphasize that in no way should this letter be construed 
a s 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, I am sending copies of this letter to the Executive 
Director and to the members of the Comic:!.

TND/fp

c c « Keith B. Mather, Vice Chancellor 
A1 Bclon, Associate Director 
Chris Noah, Executive Director 
Council members:

Mlm Dixon 
Gregg K. Erickson 
David M. Hlckok 
Richard Malden C t T  

Ronald 0. Skocg 
Richard R. Straty

Sincerely,

T. Nell n vis

P r o fe s s o r  o f  U. 'p h y s ic s



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 al1 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 shal1 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 jiicce? ive terms. Terms shall be dagg e r e d .  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 shal1 expire at the first, second and third annual member­

ship meeting of the bank, respectively.



H J R  12 Relating to the tax e x e m p t i o n  g r a n t e d  to Randolph, etc.
federal employees in A l a s k a  and in other 
locations outside the contiguou s 48 states.

SUMMARY

This res olution directs the Alaska delega t i o n  in congress to 

introduce and urge p a ssage of legi slation that w o u l d  exempt 

f r o m  federal income tax a percentage of the wages and salaries 

p a i d  to residents in A l a s k a  and other locations that is equal 

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

in A l a s k a  and other locations. c o n s t i t u t e s  discr i m i n a t i o n

as n on-fe d e r a l  employees ip-Alasl$^afe subject to the same high 

c o s t - o f - l i v i n g  but^jckr-not receive a tax relief to offset its 

e f f e c t s ./

S U P P O R T I N G  INFORMATION

N o t h i n g  from Randolph 

R a n d olph did t ^ 9 < i f y  

w o u l d  have to liste 

T he committee past;

This bill is spomr^red b

See a t t ached salary compa

rime sponsor) or House State Affairs, 

the House C o m m i t t e e  M e e t i n g  but 1 

the tapes to find out w h a t  he said, 

out with all m e m b e r s  signing DO PASS. 

37 of the 40 house members.

.son

FISCAL NOTE: None

R E LAT ED LEGISLATION: None

I NTER ESTED PARTIES: Department of A d m i n i s t r a t i o n

CjJjLJlANDOLPH. ANDERSON. BARNES. BE IRNE, 
BETTISWORTH, BRANSON, BROWN. CARNEY, 
COTTEN, DUNCAN, ELIASON, FREEMAN. FULLER. 
GARDINER,<niY, HALFORD, HAUGEN, HAYES, 
HURLB£io .MCKINNON.MALONE.MARTIN, 
MEEKfNS. ML rCALKE.M ILES.M ILLER , 
MONTGOMERY .'MOSS. MUNSON.0 ’ CONNELL 
OSTERBACK. TARKE R , PARR. PH I LI. I  PS . 
ROCERS. SMITH AND 7.HAK0FF 

32-yes, l-no.



F L O O R  R E P O R T

C S S B  182 B y  x ie S t a t e  A f f a i r s  C o m m i t t e e

t -'-~ I ' C y  S/<f< C( !i < [ ^
/}f>■ C o m m i t t e i  s i m p l y  d o e s  two things. It a b o l i s h e s  the sal. ?y

c o m m i s s i o n  a n d  m a i n t a i n s  the s a l a r i e s  at t h e i r  c u r r e n t  level.

T h e  o r i g i n a l  '-oonsors and the m a j o r i t y  of the c o m m i t t e e  feel 

that the s a l a r y  c o m m i s s i o n  has not s o l v e d  t h e  p r o b l e m  t h e y  set out 

to do. T h e  C o m m i s s i o n  w a s  c r e a t e d  to s t a y  v o i d  f r o m  p o l i t i c s  and 

p u b l i c  p r e s s u r e  w h i l e  m a k i n g  y frury j u d g e m e n t s .  It s e e m s  w h e n  the 

p u b l i c  a p p l i e s  p r e s s u r e  the C o m m i s s i o n  b a c k s  d o w n  f r o m  its r e­

co m m e n d a t i o n s .  R e g a r d l e s s  of w h o  m a k e s  the s a l a r y  r e c o m m e n d a t i o n s
r

it is the L e g i s l a t i v e  B o d y  t h a t  t a k e s  the final^ h e a t  f r o m  the public, 

so the s p o n s o r  and m a j o r i t y  of the c o m m i t t e e  f e e l s  t h a t  t h e  l e g i s l a t u r e

sh o u l d  be i n v o l v e d  in che s a l a r y  settinc p r o c e s s  fr o m  b e g i n n i n g  to end.

.  i r/t **>•
T h e  c o m m i t t e e  a l s o  a d j u s t i n g  the s a l a r i e s  c o u l d  be a d r e s s e d

in HB 220 r a t h e r  t h a n  in th i s  l e g i s l a t i o n .



Official Buainesa

A l a s k a  j i i a t e  ^ a e y t s l a t u r e

Senate
Committee on Std‘e Affairs Pouch v

State Capitol 
Juneau, Alaska 99611

A p r i l  26, 1979

T h e  H o n o r a b l e  C l e m  T i l l i o n  
P r e s i d e n t  of  the S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
J u n e a u ,  A l a s k a  9 9811

D e a r  Mr. P r e s i d e n t :

W h i l e  it is d o u b t f u l  t h a t  th i s  l e g i s l a t i o n  w i l l  h a v e  e x c e s s i v e  
f i s c a l  i m p act, t h e  c o m m i t t e e  is u n a b l e  to d e t e r m i n e  its 
e x t e n t .

S e n a t o r  B o b  M u l c a h y ,  cna^roalj 
S e n a t e  S t a t e  A f f a i r s



t

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 in 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 v/e 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 I 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 in a hearing, an official 
determination ought not be made public record.

Rate filings remain confidential until the filing is approved. Once the 
filing is 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. 21.30J75 Confidentiality of Information

a) 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.

b) 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

"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."

and deleting (d) (

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

And 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.

Add to 21.66.120

(c) 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.

Add to 21.0d.370

(c) 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.

Add 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

(c) 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.



§* 16.40.030 § 16.43.010 F is h  a n d  G a m e § 16.43.020
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Chapter 43. R egulation o f Entry into A laska  
Com m ercial Fisheries.

Article
1. Creation of the Alaska Commercial Fisheries Entry Commission (§§ 16.43.010

16.43.080)
2. Powers and Duties of the Commission (§§ 16.43.100 — 16.43.120)
3. Requirements for Entry Permits (§§ 16.43.140 — 16.43.182)
4. Initial Issuance of Entry Permits (§§ 16.43.200 — 16.43.270)
5. Reductior to Optimum Number of Entry Permits (§§ 16.43.290 — 16 43.330)
6. General Provision!. §5 16.43.350 — 16.43.380)

Legislative committee report. — For
report on ch. 79. SLA 1973 (SCS CSHB 126

am S), see 1973 House Journal, p. 503; 1973 
Senate Journal Supplement No. 15.

Whenever it is 
, su rp lu s ex ists 
the department 
>lus or portions 
jrporations for 
lestic stock for 
purposes. No 

a may receive 
rtment o f Fish 
ils and hus the 
§ 1 ch 15 SLA

tusk oxen meal 
er § 10 o f this 
A 1962)
nt of animals 
a rtment o f Kish 
rding the sta tu s

A rtic le  1. C reation o f the A la ska  Commercial F isherie s 
E n try  Comm ission.

Section Section
10. Purpose and findings of fact 60
20 Alaska Commercial Fisheries Entry 

Commission
30. Term of office; vacancy 70
40. Quorum 80.
50. Qualifications

Compensation of members of the 
Alaska Commercial Fisheries Entry 
Commission 

Legal counsel 
Employment of personnel

Sec. 16.43.010. Purpose und fin d in g s o f fact, (a) I t  is the purpose of
this chapter to promote the conservation and the sustained yie ld
management o f A laska's fishery resource and the economic health and 
stab ility  o f commercial fish ing in A laska by regu la t lg  and contro lling 
entry into the commercial fisheries in the public int -rest and w ithout 
un just discrim ination.

(b) The leg is la tu re  finds that commercial fish ing for fishery resources 
has reached leve ls ol participation, on bot* a statew ide and an area basis, 
that have impaired or threaten to impair the economic w e lfare o f the 
fisheries o f the sta te , the overall efficiency o f the harvest, and the 
sustained yie ld management o f the fishery resource. (* 1 ch 79 SLA 
1973)

Applird in hakxon v Rickey, Sup CL 
Op No. I2G7 (File No. 2550), 550 P2d 359 
11976).

Sec. 16.13.020. A laska Commercia l F isherie s E n try  Comm ission, 
(u) There is estab lished the A laska Commercial F isheries En try 
Commission as a regu la to ry and quasi-judicial agency o f the state . The 
commission consists o f three members appointed by the governor and 
confirmed hy the leg is la tu re  in jo in t session.
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§ 16.43.030 A l a s k a  St a t u t e s § 16.43.060

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

Sec. 16.43.030. Term  o f o ffice ; vacancy, (a) The members o f the 
commission sha ll be appointed fo r term s o f four years. In itia l 
appointments sha ll be as fo llows: one member fo r two years, one 
member fo r three years, and one member fo r four years. The governo- 
may remove a commissioner from office fo r cause including bu t not 
lim ited to incompetence, neg lect o f duty , or misconduct in office. A 
commissioner, to be removed for cause, sha ll be given a copy o f the 
charges aga inst him and affo rded an opportunity to be publicly heard 
in person or by counsel in his own defense upon not less than 10 days 
notice. I f  a commissioner is removed for cause, the governor sha ll file 
w ith the lieutenant governor a complete statem ent o f a ll charges made 
against the commissioner and his findings based on the charges, 
together w ith a complete record o f the proceedings.

(b) A vacancy on the commission sha ll be filled  by appointment by the 
governor i..id the appointment sha ll be confirmed by the leg is la tu re  in 
jo in t session. A member selected to f il l a vacancy sha ll hold o ffice for 
the balance of the fu ll term  for which his predecessor on the commission 
was appointed.

(c) A vacancy on the commission does not impair the authority o f a 
quorum o f commissioners to exercise a ll the powers and perform a ll the 
duties o f the commission. (§ 1 ch 79 SLA 1973)

Sec. 16.43.040. Q uorum . Two members o f the commission constitute 
a quorum for the transaction o f business, for the performance of a duty 
or for the exercise o f a power o f the commission. (§ 1 ch 79 SLA 1973)

Sec. 16.43.050. Q uu lificu tio n s . The commission sha ll consist o f three 
members with a broad range o f professional experience, none of whom 
has a vested economic in te rest in an interim-use permit, entry permit, 
commercial fish ing vesse l or gear, oi in any fishery resource processing 
or marketing business. (§ 1 ch 79 SLA lt>73'»

Sec. 16.43.060. Cor pensation o f members o f the A laska 
Commercial F ish e rie s E n try  Comm ission. Members of the commission 
are in the exempt service and sha ll receive an annual sa la ry as 
established under AS 39.23. (§ 1 ch 79 SLA 1973; am § 5 ch 47 SLA 1974; 
am § 1 ch 148 SLA 1976; am § 2 ch 263 S H  1976)

Effect of amendment*. The 1974 Tin1 second 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.



om m ission as 
shall serve as 
|l chairm an fo r

m bers o f the 
years. In itia l 
'O years, one 
T h e  governor 
jd in g  b u t not 
t  in  o ffice . A  
a copy o f the 
publicly  heard 
; than 10 days 
rnor shall file  
charges m ade 
the ( harges,

intm en .b y  the 
i leg isla ture  in 
hold o ffice  for 
he com m ission

authority  o f a 
perform  all the

ision constitu te  
nance o f a duty  

79 S L A  1973)

co n s is t o f three 
(, none o f w hom  

entry perm it, 
(urce processing

the A laska
the com m ission

tiual salary as 
h 47 S L A  197^

§ 16.43.060

ndmrnl •ub«tituU,d 
39 23" for "«*tjuul 

irt jiid jfr payable in 
mOi "

§ 16.43.070 F ish and  Game § 1 (\43.100

S e c. 16.43.070. L e g a l co u n se l. T h e  attorney general is the legal 
counse l fo r the  com m ission. H e  sha ll advise the com m ission in legal 
rm .tters a rising  in the d ischarge  o f its duties and represent the 
com m iss:o r in su its to w h ich  it is a party . How ever, the com m ission may 
retain additional legal counse l as appropriate. (§ 1 ch  79 S L A  1973)

Se c. 16.43.080. Em p lo y m e n t o f  p e rsonne l, (a ) Th e  com m ission may 
em ploy those persons necessary to  ca rry  o u t the  purposes o f th is 
chap ter Em ployees o f the com m ission are in the exem pt service under 
A S  3r -5.110.

(b ) In  addition to its s ta ff o f  re g u la r em ployees, the com m ission may 
co n tra ct fo r and engage the services o f consu ltan ts, experts and hearing  
o ffice rs  as necessary. (§ 1 ch  79 S L A  1973)

A r tic le  2. P ow ers and D u tie s  o f  the  C o m m issio n .
Section
100. General powere
110. Regulations and hearing procedures

Section
120. Application of 

Procedure Act
Administrative

Sec. 16.43.100. G e n e ra l powers, (a) To accomplish the purposes se t 
out in § 10 o f th is chapter the commission shall:

(1) regu late entry into the commercial fisheries fo r a ll fishery 
resources in the state;

(2) estab lish  priorities fo r the application of he provisions o f this 
chapter to the various commercial fisheries of the state;

(3 ) estab lish a d r  in is tra tive  areas so table fo r regu la ting  and 
contro lling en try into the commercial fisheries;

(4) estab lish , for a ll types o f gear, the maximum number o f entry 
perm its for each adm in istrative area;

(5) designate, when necessary to accomplish the purposes o f this 
chapter, particu la r species fo r which separate interim-use perm its or 
entry perm its w ill be issued;

(6) estab lish qua lifica tions for the issuance o f en try permits;
(7 ) issue en try perm its to qua lified  applicants;
(8) issue interim-use perm its as provided in §§ 210 — 220 o f this 

chapter;
(9) estab lish , for a ll types o f gear, the optimum number o f entry 

perm its for each adm in istrative a -ea;
(10) adm in ister the buy-back prvgram  provided fo r in §§ 310 — 320 

o f this chapter to reduce the number o f outstanding entry perm its to 
the optimum number o f en try permits;

(11) provide for the tran sfe r and reissuance o f en try |iermits to 
qua lified  transferees;

(12) provide for the tran sfe r and reissuance o f entry perm its for 
a lternative types o f lega l gear, in a manner consistent with the purposes 
o f this chapter;

\
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§ 16.43.110 A laska Statutes § 16.43.120

(13) adm in ister the collection o f the annual fees provided fo r in a 160 
o f this chapur.

(b) The commission may do a ll th ings necessary to the exer :ise o f its 
powers under th is chapter, whether or not specifica lly designated in th is 
chapter. (§ 1 ch 79 SLA 1973)

Editor’* note. — Section 14, ch. 105, SLA 
1977, effective January 1, 1978, added 
paragraph (14) to subsection (a). Paragraph

(14) reads "(14) administer the issuance of 
commercH fishing vessel licenses under 
AS 16 05.-.90"

Sec. 16.43.110. R egu la tion s and hearing procedures, (a) The
commission may adopt regu lations, consistent w ith law , necessary or 
proper in the exercise o f its powers or for the performance o f its duties 
under this chapter.

(b) The commission sha ll adopt regu lations, consistent w ith due 
process o f law , which govern practice and procedure and the conduct 
o f a ll investigations, hearings and proceedings which it holds.

(c) Common-law ru le s o f evidence apply to investigations, hearings 
and proceedings before the commission, except when the commission 
determ ines that the ir application is not required in order to assure fa ir 
treatment o f a ll parties and that the evidence is re levan t and o f the sort 
on which responsible persons are accustomed to re ly in the conduct o f 
serious matters.

(d) The commission, each commissioner or an employee authorized by 
the commission may adm in ister oaths, ce rtify  to a ll o ffic ia l acts, and

and the production o f testimony, records, papers, accounts and 
documents in an inquiry, investigation, hearing, or proceeding before the 
commission in any part o f the state . The commission may petition a court 
to enforce its subpoenas or other process. (§ 1 c i  79 SLA 1973)

Sec. 16.-13.120. App lication o f A dm in is tra tive  P rocedure AcL (a)
The adm inistrative adjudication procedures o f the Adm inistrative 
Procedure Act (AS 44.62) do not apply to ad jud icatory proceedings of 
the commission except tha t final adm in istra tive determ inations by the 
commission are sub jec t to jud ic ia l review aH provided in AS 44.62.560 
— 44.62.570.

(b) AS 44.62.010 — 44.62.320 and 44.62.640 apply to regulations 
adopted by the commission. (S 1 ch 79 S*A 1973)

Article 3. Itequ irrm rn ts for E n try  Perm its.
Section
170 Transfer of entry permit*
180. Emergency transfers 
182 Entry permit deductible as business 

ripens*

t
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Sec. 16.43.140. Perm it requ ired , (a) A fte r January 1,1974, no person 
may operate gear in the commercial taking o f fishery resources w ithout 
a valid entry perm it or a valid interim-use perm it issued by the 
commission.

(b) A perm it is not required of a crewman or other person ass is tin g  
in the operation of a un it o f gear engaged in the commercial tak ing o f 
fishery resources as long as the nolder o f the en try perm it or the
interim-use perm it fo r that particu lar unit o f gear is a t a ll times present
and active ly engaged in the operation of the gear.

(c) A person may hold more- than one interim-use or en try perm it 
issued or transferred  under this chapter only for the fo llow ing purposes:

(1) fish ing  more than one type o f gear,
(2) fish ing in more than one adm inistrative area;
(3) harvesting particu lar species for which separate interim-use or 

entry perm its arc issueo. (§ 1 ch 79 SLA 1973)
Applied in luakiwn v Rickey, Sup. Ct 

Op No. 1267 (1 le No. 2550), 560 P.2d 359 
(1976).

Sec. 16.43.150. Term s and cond itions o f en try  perm it; annua l 
renewal, (a) Each entry perm it authorizes the perm ittee to operate a unit 
o f gear within a specified adm in istrative area.

(h) The holder of an entry perm it sha ll have the perm it in his 
possession a t a ll times when engaged in the operation o f gear for which 
it  was issued.

(r' Each entry perm it is issued for a term o f one year and is renewable 
annually.

(d) Fa ilu re to renew an entry perm it for a period o f two years from 
the date of la st renewal resu lts in a fo rfe itu re o f the entry perm it to the 
commission, except as waived by the commission for good cause

(e) An entry perm it constitutes a use privilege which may be modified 
or revoked by the leg is la tu re  with >ut compensation.

(0 An entry permit su rv ives the death o f the holder.
(g) An entry permit may not be:
(1) pledged, mortgaged, leased, or encumbered in any way;
(2) transferred w ith any retained right of repossession or foreclosure,

or
(3) attached, d istra ined, or sold on execution o f judgm ent or under any 

other process or order o f any court.
(h) U]K)n the death o f an entry perm it holder, the permanent perm it 

sha ll be transferred by the commission lirectly to the su rv iv ing  spouse 
by right o f survivorsh ip  unless a contrary intent is manifested. When 
no spouse su rv ives, the righ ts o f the decedent pasH as part o f his estate . 
(§ 1 co 79 SI.A 1973; urn $51,2 ch 73 SI,A 1977)
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§ 16.43.160 A la s k a  S t a t u t e s  § 16.43.170

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

Sec. 16.43.160. Fees. (a ) Th e  com m ission shall estab lish  annual fees 
fo r the issuance and annua l renew al o f entry  perm its o r in.. :m -use 
perm its to re fle ct the  co st o f adm in istering  th is chapter. Fees co lle cted  
under th is section  sha ll be paid in to  the general fund.

(b ) A n n u a l fees established under this section shall be no less than 
$10 and no m ore than $100 and shall reasonably re fle ct the d iffe re n t 
rates o f econom ic re tu rn  fo r  d iffe re n t fisheries.

(c ) T h e  holder o f an e n try  perm it or interim -use perm it w ho has a net 
fam ily  'ncorne fa llin g  w ith in  the Federal So cia l Se cu rity  A d m in istra tio n  
poverty guidelines, ad justed  by the com m ission to re fle ct appropriate 
cost-o f-liv ing  d iffe re n tia ls , is su b je ct to a m axim um  annual fee o f $5. 
(§ 1 ch  79 S L A  1973)

Editor's note. — Section 15. ch. 105, SLA (b) Annual fees established under this
1977, effective January 1, 1978, amended section shall be no less than $10 and no
this section to read as follows: (a) The more than $750 and shall reasonably reflect
commission shall establish annua! fee* for the different rates of economic return for
the issuance and annual renewal of entry different fisheries.
permits or interim-use permit*. Fees (c) The resident holder of an entry permit 
collected under litis section shall be paid or mterim-use permit who has a net family
into the general fund, except for an amount income falling within the Federal
equal to 60 per cent of the fee each permit Community Services Administration
hoi' -r would otherwise lie obligated to pay poverty guid ines. adjusted by the
for a crew member license under 4 480 of commission to reflect appropriate
this chapter which shall be paid into the cost-of-living differentials, is subject to a
fishermen's fund under AS 23.35.060. maximum annual fee o f $15

Sec. 16.43.170. T ran sfe r o f en try perm its, (a) K n try  perm its and 
in tcrim -use  perm its are transferab le  only th rough  the com m ission as 
provided in th is  section  and § '<0 o f this chap te r and under regu lations 
adopted by the com m ission.

(b ) E x ce p t as provided in (c ) o f this section , the holder o f an entry 
perm it may tra n sfe r his perm it to  another person or to the com m ission 
u|H>n 60 days notice o f in te n t to tra n sfe r under regu la tions adopted by 
the com m issi n. N o  sooner than 60 days nor later than 12 m onths from  
the date o f notice to  the com m ission, the holder o f an en try  perm it m ay 
tra n sfe r his p trm it. i f  the proposed transferee, o ther than the 
com m ission, can establish  present ability  to participa te  actively  in the 
fishery, the com m ission sha ll approve the tra n sfe r and reissue the entry  
perm it to the transferee.

(c ) I f  the num ber o f ou tstand ing  entry perm its for a fishery  is greater 
than the optim um  num ber o f entry  perm its established under §§ 290 — 
300 o f this chapter, the holder o f an entry perm it who qua lified  for thut 
entry perm it in a priority  cla ss ifica tio n  designated under *> 250(c) o f th is 
chap ter may tra n sfe r his perm it only to the com m ission, fh c  tra n sfe r 
to the corntirssion  sha ll be made under the buy-back provisions o f §5 310 
— 320 o f th is chapter.

I
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F is h  a n d  G a m e
5 16. 43.200

(d ) Repealed by § 9 ch  73 S L A  1977. (§ i  ch  79 o , . 1<y,„
126 S L A  1974; am  §§ 3, 4, 9 ch  73 S L A  1977) ^  1973; « »  *  1 ch

Effect o f 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 
"Except as provided in (c)”  near the

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

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

S e c. 16.43.180. Em e rg e n cy  transfe rs, (a ) Th e  com m ission sha ll adopt 
regu la tions prov id ing  fo r the tem porary tra n sfe r o f entry  perm its and 
interim -use perm its to  alleviate hardship caused by illness, d isab ility , or 
death o f a perm it ho lder so th a t another person m ay operate the 
tra n sfe ro r’s vessel and gear, or another . \ssel and o ther gear if  the 
tra n sfe ro r’s has been destroyed or seriously dam aged, fo r the rem ainder 
o f  the season, o r in the  case o f illness or d isab ility , fo r the  dura tion  o f 
the illness o r d isab ility  if  th a t is shorter than the rem ainder o f the 
season. Interim -use perm its are otherw ise nontransferab le .

(b ) T h e  com m ission sha ll adopt regulations prov id ing  fo r the 
tem porary tra n sfe r o f an en try  perm it upon the death o f the perm ittee 
pending fina l d isposition  o f the perm it as a p a rt o f the perm ittee’s estate. 
(§  1 ch  79 S L A  1973; am  § 5 ch  73 S L A  1977)

Kffec* ol anirndment. — Thr 1977 
amendment substituted the language 
beginning "entry permits and intenmuae 
permit*" for "an entry permit when 
sickness, injury, or other unavoidable

hardship prevents the permittee from 
parliripaUng in the fishery" in the first 
sentence of subsection (a) nnd added the 
second sentence of that suhsecUon.

Sec. 16.43.182. E n try  perm it d e d u ctib le  as b usiness expense. A n
entry perm it purchased under th is chapter is deductib le  as a business 
expense as provided in A S  43.20.031(h). (§ 6 ch  73 S L A  ! 77)

A rtic le  4. In it ia l Issuance n f E n try  Perm its.
Section Section
200 Administrative arras 260 Standards for initial issue ol ntry
210 Interim use permit, i|ualificatHins permit*
220. Term* and conditions of inUnm-UM 260 Application for initial tsaue of entry

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

number of entry permits for initial 
its us

\
Sec. 16.13.200. Adm in ix trutivp  areas, (a ) T h e  com m ission sha ll 

establish adm in istrative  areas suitable for regu la ting  and co n tro llin g
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16.43.210 A l a s k a  St a t u t e s § 16.43.220

entry  into  the com m ercia l fisheries. Th e  com m ission sha ll m ake the 
adm inistrative  areas reasonably com patib le  w ith  the geograph ic areas 
fo r w h ich  sp e cific com m ercia l fish in g  regu la tions are adopted by the 
Board  o f F isheries.

(b ) Th e  com m ission m ay m odify  or change  the boundaries o f 
adm inistrative  areas w hen necessary and co n siste n t w iJ i the purposes 
o f th is chapter. (§ 1 ch  79 S L A  1973; am § 30 ch  206 S L A  1975)

Effect of amendment. — The 1975 
amendment substituted "Board of 
Fisheries”  for "Board of Fish and Game"

at ihe end of the second sentence of 
subsection (a).

S e c. 16.43.210. In terim-use perm it; q ua lif ic a tio n s , (a ) Pend ing  the 
establishm ent o f  the m axim um  num ber o f entry  perm its under § 240 o f 
th is chapter and the issuance o f entry  perm its under § 270 o f th is 
chapter, the com m ission sha ll issue interim -use perm its under 
regulations prom ulgated  by the com m ission fo r each fishery , to all 
app licants w ho can  establish  their present a b ility  to  participate  active ly  
in the fishery  fo r w hich  they are m aking app lica tion , except as provided 
under (e ) o f th is section.

(b ) Be fore  the issuance o f the m axim um  num ber o f entry  perm its fo r 
a given fishery , the com m ission may issue an interim -use perm it to  an 
app lican t w ho m ay la ter becom e elig ib le  for an entry  perm it under § 270 
o f th is chapter.

(c ) T o  the extent th a t the com m issioner o f fish  and gam e authorizes 
it under A S  16.05.050(11), the com m ission m ay g ra n t an interim -use 
perm it to  a person to engage in the com m ercial tak ing  from  a fishery 
on an experim ental basis.

(d ) Th e  susta ined yield m anagem ent am i econom ic health o f the 
fo llow ing  fisheries is severly im paired as a resu lt, am ong o tiie r fa cto rs, 
o f too m any un its o f gear p articipa ting  in the com m ercial harvest:

(1 ) B ris to l Bay  reg istra tion  area — d rift g illn e t fishery;
(2 ) Cook In let reg istra tion  area — d rift g illn e t fishery;
(3 ) P rin ce  W illiam  So u n d  reg istration  area — dri^t g il.n e t fishery .
(e ) F o r  r *ishery specified  under (d ) o f th is si/.tion , an interim -use 

perm it may be issued fo r 1974 only lo  an app licant who has harvested 
the fishery resource com m ercia lly  w hile hold ing a gear license issued 
under A S  16.05.536 — 16.05.670, la-fore Ja n u a ry  1, 1973. (§ 1 ch  79 S L A  
1973)

mprctively AU«k» S u tu lr* J 6 05 MO — 
16 06 650 and 16 05 670. r r f.r r rd  Ui in 
*ubM-rtk>n ( • ) .  mrrr r v p r a l e d  by I  19. c h . 
105, SLA 1977, effector January I, 1978.

Sec. 16.43 220. Term s nnd cond itions o f interim-use perm its, (a)
Th e  com m ission shall adopt regulations specify ing  the dates and places 
o f application, the procedures to lie follow ed in renew al o f  the

■1 .1 -. , M .*1*
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interim -use pe rm it in clu d in g  the tim e, p lace  o f its renew al, and fo r any 
o ther purpose in cid e n t to the adm in istration  o f interim -use perm its fo r 
th a t fishery . A n  in te rim -usc p erm it sha ll expire upon the fina l 
determ ination o f the ho lder’s e lig ib ility  fo r an entry p e rm it

(b ) Repealed by § 9 ch  73 S L A  1977.
(c ) T h e  ho lder o f an interim -use perm it m ust have the perm it in his 

possession a t a ll tim es w hen engaged in the operation o f the gear fo r 
w hich it w as issued. (§  1 ch  79 S L A  1973; am § 2 ch  126 S L A  1974; am 
§ 9 ch  73 S L A  1977)

Effect of amendments. — The 1974 
amendment, in subsection (b), deleted from 
the end of the first sentence provisions 
relating to causes of hardship and lo the 
duration of a temporary transfer of an 
interim-use permit.

The 1977 amendment repealed 
subsection (b), which read "The commission 
shall adopt regulations for the temporary 
transfer of interim-use permits to alleviate 
hardship. Interim-use permits are 
otherwise nontransferable."

Sec. 16.43.230. Designation o f d istressed fisherie s. Pend ing  the 
determ ination o f m axim um  num bers o f entry  perm its under § 240 o f 
this chap ter and before the in itia l issue o f en try  perm its under § 270 
o f th is chapter, the com m ission sha ll designate  as distressed fisheries 
those fo r w h ich  it estim ates th a t the optim um  num ber o f en try  perm its 
w ill be less than the h ighest num ber o f un its o f gear fished in that 
fishery d u rin g  anv one o f the fo u r years im m ediately preced ing  January  
1, 1973. (§ 1 ch  79 S L A  1973)

S e c. 16.43.240. D e te rm in a tio n  ot the  ma< imum n u m b e r o f entry  
perm its fo r  in itia l issue, (a ) E x ce p t as provided in § 270(a) o f this 
chapter, the m axim um  num ber o f en try  perm its fo r a distressed fishery 
designated under § 230 o f th is chap ter sha ll be the h ighest num ber o f 
un its o f gear fished  in tha t fishery  du rin g  any one o f the fo u r years 
im m ediately preced ing  Ja n u a ry  1, 197J

(b ) W hen the com m ission finds th a t a li*hery  not designated as a 
distressed fishery’ under § 230 o f th is chap te r has reached levels o f 
participation  w hich  require the lim ita tion  o f entry  in order to  achieve *he 
purposes o f th is ch ap ter, the com m ission «hn!t establish  the m axim um  
num ber o f entry  perm its fo r that fishery . (§ 1 ch  79 S L A  1973)

Se c. 16.43.250. S ta n d a rd s  fo r in itia l issue o f  en try  perm its, fa)
Fo llow ing  the estab lishm ent o f the m axim um  num ber o f un its o f gear 
for a p a rticu la r fishery  under § 240 o f his chapter, the com m ission shall 
adept regu la tions estab lish ing  q u a lifica tio n s fo r rank ing  applicants for 
entry perm its a cco rd in g  to  the degree o f hardship w hich they w ould 
su ffe r by exclusion  from  the fishery . Th e  regu la tions sha ll define 
priority  cla ss ifica tio n s  o f sim ilarly  situated  applicant* based upon a 
reasonable balance o f the fo llow ing  hardship  standards:

(1 ) degree o f econom ic dependence upon the fishery , in clu d in g  but not 
lim ited to |»errentago o f incom e derived from  the fishery, reliance on
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alternative o ccupa tions, ava ilab ility  o f a lternative  occupations, 
investm ent in vessels and gear;

(2 ) extent o f past p a rticip a tio n  in the  fishery , in clu d in g  b u t no t lim ited 
to the num ber o f years p a rticip a tio n  in the fishery , and the consistency  
o f participation  d u rin g  each year.

(b ) T h e  com m ission sha ll designate  in the  regu lations those priority  
classifica tions o f ap p lica n ts w ho w ould  su ffe r s ig n ifica n t econom ic • 
hardship by exclusion  from  the fishery .

(c ) Th e  com m ission sha ll designate  in the regulations those priority  
classifica tions o f app lica n ts w ho w ould  su ffe r only  m inor econom ic 
hardship by exclusion  from  the fishery . (§ 1 ch  79 S L A  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. Cl  Op. No. 1267 (Pile No.
outset the framere of this legislation 2550), 550 P.2d 359 (1976).
intended "hardship" to be the

Sec. 16.43.260. A pp lica tion  fo r in it ia l issue o f en try perm its, (a) Th e
com m ission shall a cce p t a p p lica tions fo r entry perm its only from  
applicants w ho have harvested fishery  resources com m ercia lly  w hile 
participa ting  in the fishery  as holders o f gear 'icenses issued under A S  
16.05.536 — 16.05.670 before the q u a lifica tio n  date established in (d ) or 
(e ) o f th is section.

(b ) Th e  com m ission sha ll establish  the opening and closing  dates, 
places and form  o f a pp lica tion  for entry  perm its fo r each fishery. Th e  
com m ission m ay require  the subm ission o f sp e cific verified evidence 
establishing the a p p lican t’s q u a lifica tio n s  under the regulations adopted 
under § 250 o f this chap ter.

(c ) W hen an app licant is unable to  establish  his q u a lifica tions for an 
entry perm it by su b m ittin g  the  sp e cific verified evidence required in the 
application by the com m ission, he may request and obtain an 
adm inistrative ad jud ica tion  o f his application  accord ing  to the 
procedures established in *» 110(b) o f th is chapter. A t the hearing he may 
present alternative evidence o f his q u a lifica tio n s fo r an entry perm it.

(d ) Ex ce p t as provided in (e ) o f th is section, an applicant shall be 
assigned to a priority  cla ss ifica tio n  based stle ly  upon his qua lifica tions 
as o f January  1, 1973.

(e ) W hen the com m ission establishes the m axim um  num ber o f entry 
perm its for a p a rticu la r ftshery under § 240 o f this chapter a fter 
January  1,1975, an app lican t sha l) be assigned to a priority  classifica tion  
based solely upon his q u a lifica tio n s  as o f January  1 o f the year during  
w hich the com m ission establishes the m axim um  num ber o f entry 
perm its fo r the fishery fo r w h ich  applica tion  is made. (§ 1 ch  79 S I A  
1973; am § 3 ch  126 S I A  1974)

Editor's note. — Alaska Statute* were repealed by % 12, ch. 7 SIA 1972.
16 05 536 and 16 05 620. referred to at>uve, and 4 2, ch 159, S IA  196K, respectively

1’2H
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I

A

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 (a).

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. 
C t 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 I, 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

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) 
lim iting 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. C t 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 (a) 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

up. a
No 1267 (File No 2550). 650 l ' 2d 3.VJ 
(1976)

• H U

commission. Isakson » Rickey. Sup. C t Op

Sec. 16.43.270. In it ia l iHKUuncc o f en try permit*, (a) The commission 
sha ll issue entry perm its, for each fishery, f ir s t to a ll qua lified applicants 
in the priority c la ss ifie s lion s designated under § 2;>0(b) I* chapter 
and then to qua lified applicants in order o f desce g  priority 
elassification, until the number o f entry perm its issued equals the 
maximum number o f entry |>ermita estab lished under §§ 230 — 240 o f 
this chapter for each fishery, except that no person w ithin a priority 
classification specified under § 260(b) o f th is chapter may lie denied an 
entry jie rm it

(b) If , w ithin the lowest priority classification o f qualified applicants 
to which some entry perm its rnay be issued, there are more applicant* 
than there are entry permit* to be issued, then the allocation o f entry 
|N>rmits w ithin that priority classification sha ll he by lottery.

(c) If , a t the time entry permit* are issued, some applicant* are s till 
appealing the findings o f an adm in istrative adjudication under § 260 of 
th is chapter, a su ffic ien t number o f permits sha ll In* reserved out o f the 
js*rm ‘s tn he issued to protect the right* o f those applicants, assum ing 
a ll the ap|H>nls w ill l>e resolved in favor of the applicant*. In the event 
that a ll appeals are not resolved in favor o f the applicar 1*. the remaining
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entry perm its shal! be allocated to the next most qua lified  applicants as 
provided in (a) and (b) o f th is section. (§ 1 ch 79 SLA 1873)

A rtic le  5. Reduction to Optimum  Num ber o f 
E n try  Perm its.

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. 16.43.290. Optimum number o f en try perm it*. Follow ing the 
issuance o f entry perm its under § 270 o f this chapter, the commission 
sha ll estab lish the optimum number o f entry perm its for each fishery 
based upon a reasonable balance o f the fo llow ing general standards:

(1) the number of entry perm its su ffic ien t to maintain an economically 
healthy fishery that w ill re su lt in a reasonable average rate o f economic 
return to the fishermen participating in that fishery , considering time 
fished and necessary investments in vesse ls and gear;

(2) the number o f entry perm its necessary to harvest the allowable 
commercial take o f the fishery resource during  a ll years in an orderly, 
e ffic ien t manner, and consistent w ith sound fishery management 
techniques;

(3 ) the number o f entry perm its su ffic ien t tn avoid serious economic 
hardship to those curren tly engaged in the fishery, considering other 
economic opportunities reasonably ava ilab le to them. (§ 1 ch 79 S L A  
1973)

Sec. 16.43.300. Revision* o f optim um  num ber o f en try permit*, (a)
The commission may increase or decrease the optimum number o f entry 
permits for a fishery when one or more o f the fo llow ing conditions 
makes a change desirable considering the purposes o f this chap ter

(1) an established long term change in the biological condition u f the 
fishery has occurred which sub stan tia lly  a lte rs the optimum number of 
entry ]>crmits perm issible applying the standards se t out in  ̂ 290 o f this 
chapter;

(2) an established long-term change in m arket conditions has 
occurred, d irectly affecting the fishery, which sub stan tia lly  a lte rs the 
optimum num lier o f entry permit* perm issib le under the standards set 
out in 290 o f this chapter.

(b) I f  the commission decreases the optimum number o f / permit* 
for a fishi y, the number o f entry permit* may be reduceu only under 
the volun ury buy back provisions set out in §§ 310 — 320 o f this 
chapter. (9 1 ch  79 S U  1973)

Sec. 16.43.310. EstubliNhment o f buy 'ha rk  funds, (a) When the 
optimum number o f entry |H*rmils is less than the number o f entry
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perm its o u tstand ing  in a fishery, the com n.iSsion  sha ll estab lish  and 
adm inister a buy-back fund for tha t fishery  fo r  the  purpose o f reducing  
the num ber o f entry  perm its to the optim um  num ber w ith in  no m ore than 
10 years, a t a rate to be established by the com m ission .

(b ) F o r each buy-back fund , the com m ission sha ll adopt regu la tions 
estab lish ing  annual assessm ents on holders o f en try  perm its o f no t m ore 
than seven per ce n t o f the gross value o f the  to ta l annual ca tch  
a ttribu tab le  to a holder’s entry perm it, except th a t the  holder u i a perm it 
who has made no com m ercial landings in a g iven year w ill be assessed 
the average assessed all o ther holders o f the sam e type o f p erm it in th a t 
year. Assessm ents w ill be paid into the sp e cific buy-back  fu nd  fo r w hich  
they are co llected.

(c ) Assessm ents need not equal annual buy back fund  expenditures 
w ith in  a p a rticu la r fishery b u t shall be continued  u n til the buy-back fund  
fo r tha t fishery  has been reim bursed. (§ 1 ch  79 S L A  1973)

Se c. 16.43.320. Adm in istra tion  o f  the huy-hack program , (a) Th e
com m ission shall adopt regulations prov id ing  fo r the purchase  o f entry  
perm its, vessels, and gear at fa ir m arket value w ith  m oney accum ula ted  
in the buy hack fund fo r each ishery. T h e  buy-back program  fo r a 
fisher)' shall term inate when the num ber o f en try  perm its is reduced to 
the ontinv.m  and the buy-back fund has been reim bursed.

(b ) W hen entry  perm its sub je ct to  the re strictio n s in § 250 (c) o f th is 
chapter and the vessels and gear related to  those perm its are o ffered  
fo r sale to the com m ission, the com m ission sha ll purchase  the perm its 
and related vessels and gear at fa ir m arket value, if  su ffic ie n t funds are 
available in the appropriate buy back fund . (§ 1 ch  79 S L A  1973)

Se c. 16.13.330. iHHuiince o f new entry  p erm its, (a ) W hen the num ber 
o f outstand ing  entry  perm its fo r u fishery  is less than the optim um  
num ber established under § 290 o f th is chapter, the com m ission shall 
issue new entry perm its to applicants w ho are presently  able to engage 
actively  in the fishery  until the optim um  num ber is reached.

(h ) Th e  com m ission shall determ ine equitable  m ethods o f issuance, as 
appropriate, under (a ) o f th is set .ion that assure the rece ip t o f fa ir 
m arket value for the perm its issued. (S  1 ch  79 S L A  1973)

A rtic le  6. Ci ncrn l P rov is ion s.
Section
M'S) Applications nf rrgo la liim t of Hoanl 

of Kith*no*
SCO. I Vim I ties

Section
."70 Recommendation* to the lrj(i*laliirv 
’ <0 Definitions

See. 16.43.350. Application* o f regu la tion s o f Hoard o f F isherie s.
N o th in g  in th is ch u p te r lim its the power* o f the H o a n l o f F isheries, 
in clud ing  the (tow er to determ ine legal types o f gear and the (tow er to 
establish site  lim itations or other un iform  re strictio n s app ly ing  to  a
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ce rta in  type o f gear. H o lders o f interim -use perm its o r en try  perm its 
issued under th is  ch a p te r are su b je ct to all regu la tions adopted by the 
Board  o f F ish e rie s. (§ 1 ch  79 S L A  1973; am § 31 ch  206 S L A  1975)

Effect o f amendment — The li>75 
amendment substituted "Board of

Fisheries" for "Board of Fish and Game” 
in the first and second sentences.

S e c. 16.43.360. P e n a ltie s , (a ) A  person w ho v iolates a provision o f th is 
ch a p te r o r a regu lation  prom ulgated under th is chap ter, upon conv iction , 
is g u ilty  o f a m isdem eanor and is punishable by a fine o f no t m ore than 
$5,000 fo r a f irs t conv iction ; a fine  o f not m ore than $10,000 fo r  a second 
co n v ictio n ; and, fo r a th ird  conv iction , a fine o f no t m ore than $10,000 
as w ell as fo rfe itu re  o f all interim -use perm its and entry  perm its held 
by him  and perm anent loss o f e lig ib ility  fo r in terim -use perm its o r for 
en try  perm its.

(b ) A  person w ho m akes a false statem ent o f a m ateria l fa ct in the 
app lica tion  fo r an interim -use perm it or an en try  p erm it o r in the 
app lica tion  fo r a tra n sfe r under §§ 170 — 180 o f th is ch ap ter, or a person 
w ho assists another by m aking a false statem ent o f a m ateria l fa ct in 
sup p o rt o f the o ther person’s app lica tion  fo r issuance o f an interim -use 
perm it or an entry  perm it or tra n sfe r o f an en try  perm it, upon 
co n v ictio n , is g u ilty  o f a m isdem eanor and shall fo rfe it all interim -use 
perm its and entry  perm its held by him  and sha ll lose e lig ib ility  fo r 
in terim -use perm its and for entry perm its fo r a period o f five  years.

(c ) I f  a perm it holder is conv icted  o f a v iolation o f A S  43.20.335 and 
the violation  relates to  incom e derived from  com m ercia l fish in g  under 
th is  tiMe, he sha ll fo rfe it a ll interim -use perm its and entry  perm its held 
by him  and sha ll lose e lig ib ility  fo r in te .im -use  perm its and fo r entry 
perm its fo r a period o f five years.

(d ) I f  a pe rm it holder is charged by the state w ith v io la ting  a provision 
o f th is ch a p te r or a regu lation  adopted under th is ch ap ter, he m ay not 
tra n sfe r, under § 170 o f th is chapter, any interim -use o r entry  perm it 
he may hold, u n til a fte r the fina l ad jud ication  o r d ism issal o f the charges. 
(§ 1 ch  79 S L A  1973; am  § 7 ch  73 S L A  1977)

Effect o f amendment. — The
arm'ndmi-nl nriilrd »ubsrrtinn (<l)

Sec. 16.43.370. Recommendations to the leg is la tu re , (a) Th e
com m ission sha ll subm it an annual report to the leg isla ture . Th e  report 
sha ll in clu d e  bu t not be lim ited to the fo llow ing :

(1 ) a progress re|>ort on the reduction  o f entry  perm its to  optim um  
levels;

(2 ) recom m endations for additional leg isla tion  re la ting  to the 
regu la tion  o f entry  into  A laska com n’-re ia l fisheries.

• )
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(b ) Th e  com m ission shall study  alternative  m ethods o f perm it 
transfe rab ility  and report its fin d in g s and recom m endations to the 
leg isla ture  before Ja n a u ry  15, 1975. (§ 1 ch  79 S L A  1973)

S e c. 16.43.380. D e fin itio n s . In  th is chap ter
(1 ) “ com m ission" m eans the A laska  Com m ercia l F ish e rie s E n try  

Com m ission;
(2 ) “econom ically  healthy fishery” m eans a fishery  th a t y ie lds a 

s u ffic ie n t rate o f econom ic re tu rn  to the fisherm en p a rticip a tin g  in it 
to provide fo r, am ong o ther th ings, the fo llow ing :

(A ) m aintenance o f vessels and gear in sa tis fa cto ry  and safe 
operating  cond ition ; and

(B ) ab ility  and opportun ity  to im prove vessels, gear and fish in g  
techniques, in clu d in g , w hen perm issible, experim entation w ith  new 
vessels, new gear, and new  techniques;

(3 ) " fish e ry ” m eans the com m ercia l tak ing  o f a sp e cific fishery 
resource in a sp e cific adm in istrative  area w ith a sp e cific type o f gear,

(4 ) "gear" m eans the sp e cific apparatus used in the com m ercia l 
ha -vest o f a species, in clu d in g  b u t not lim ited to purse seines, d r ift g ill 
nets, se t g ill nets, and tro ll gear;

(5 ) "person" m oans a natural person and does no t in clude  a 
corporation , com pany, partnersh ip , firm , association, o rgan ization , 
business tru st, or society;

(6 ) "present ab ility  to active ly  participate" m eans the person app ly ing  
fo r a perm it is physica lly  able to harvest fish in the fishery  and has 
reasonable access to com m ercia l fish in g  gear o f the type u tilized  in tha t 
fishery ;

(7 ) "priority  cla ss ifica tio n "  m eans the a llocation  o f potentia l perm it 
app lican ts into reasonable g ro u p in g s o f sim ilarly  situated app lican ts and 
the priority  rank ing  o f those g ro u p in g s a cco rd in g  to the extent to w hich  
they satisfy  the standards o f preference;

(8 ) "type o f gear" m eans a custom ary and identifiab le  cla ss ifica tio n  
o f gear and shall include:

(A ) those cla ss ifica tio n s fo r w hich  separate regu lations are adopted 
by the Board o f F isheries and fo r w hich separate gear licenses are 
required by A S  16.05.550 — 16.05.630; and

(B) d is tin ct subcla ss ifica tio n s o f gear such  as "pow er" tro ll gear and 
“ hand” tro ll gear;

(9 ) "un it o f gear" m eans the m axim um  am ount o f a sp e cific  type o f 
gear w hich can be fished under a single  gear license su b je ct to 
regulations established by the Board o f F isheries d e fin in g  the legal 
requirem ents fo r that type o f gear. (§ 1 ch  79 S L A  1973; am §§ 32. 33 
ch  206 S L A  1975)

E trrrl ol mtiriidmrnl. Tin* 1975 
ann'ndtnrnl mlmUtutrd “ Hoard of 
Fi*hrr«*»" for "Hoard ol Fiah arid Game” 
in |>ar'4f!ra|di* (SNA) nod (91.

Editor * note. A tanka StatuU** 
16 05.550 16.05,630, referred to in

(SKA), were rcjtealed by I  19. 
rh 105, SLA 1977, «»ff«>clive Janaury 1,
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C O D E  0 ^  B Y - L A W S 

OF

A L A S K A  C O M M E R C I A L  F I S H I N G  A N D  A G R I C U L T U R E  B A N K

A R T I C L E  I 

O f f i c e s  a n d  R e g i s t e r e d  A g e n t

S e c t i o n  1. B u s i n e s s  O f f i c e s .  T h e  p r i n c i p a l  b u s i n e s s  
o f f i c e  o f  the A l a s k a  C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  B a n k  
( h e r e i n a f t e r  r e f e r r e d  to as the " C o o p e r a t i v e " )  s h a l l  be at the 
A l a s k a  D e p a r t m e n t  of  C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t ,  9th Floor,
N e w  S t a t e  O f f i c e  B u i l d i n g ,  333 W i l l o u g h b y  A v e n u e ,  J u n e a u ,
A l a s k a  or  a t  s u c h  o t h e r  l o c a t i o n  in the S t a t e  o f  A l a s k a  
as the B o a r d  of D i r e c t o r s  m a y  d e s i g n a t e  by r e s o l u t i o n .
T h e  C o o p e r a t i v e  m a y  h a v e  su c h  o t h e r  b u s i n e s s  o f f i c e s ,  
e i t n e r  w i t h i n  o r  w i t h o u t  the S t a t e  o f  A l a s k a ,  as the B o a r d  
o f  D i r e c t o r s  m a y  d e s i g n a t e  o r  as the b u s i n e s s  o f  the C o o p ­
e r a t i v e  m a y  r e q u i r e  f r o m  time to time.

S e c t i o n  2. R e g i s t e r e d  O f f i c e  A n d  A g e n t .  T h e  r e g i s­
te r e d  o f f i c e  of  the C o o p e r a t i v e  r e q u i r e d  by the A l a s k a  C o o p e r a t i v e  
C o r p o r a t i o n  A c t  (the "Act") to be m a i n t a i n e d  in the S t a t e  of 
A l a s k a  m a y  be, b u t  n e e d  not be, i d e n t i c a l  w i t h  the p r i n c i p a l  
b u s i n e s s  o f f i c e .  T h e  a d d r e s s  o f  the r e g i s t e r e d  o f f i c e  a n d  the 
d e s i g n a t i o n  of the C o o p e r a t i v e ' s  r e g i s t e r e d  a g e n t  m a y  bo  c h a n g e d  
f r o m  time to time by the B o a r d  o f  D i r e c t o r s  by r e s o l u t i o n  and u p o n  
f i l i n g  a n o t i c e  o f  s u c h  c h a n g e  w i t h  the D e p a r t m e n t  o f  C o m m e r c e  
a n d  E c o n o m i c  D e v e l o p m e n t  as r e q u i r e d  by law.

A R T I C L E  II 

M e m b e r s  and S h a r e h o l d e r s

S e c t i o n  1. A n n u a l  M e e t i n g .  T h e  a n n u a l  m e e t i n g  of 
the m e m b e r s  s h a l l  be h e l d  o n  the s e c o n d  T u e s d a y  a f t e r  the f i rst 
M o n d a y  in the m o n t h  o f  N o v e m b e r  in e a c h  year, b e g i n n i n g  w i t h  the 
y e a r  1979, a t  the h o u r  o f  1 0:00 o ' c l o c k  A.M., for the p u r p o s e  
o f  e l e c t i n g  d i r e c t o r s  a n d  for tho t r a n s a c t i o n  o f  s u c h  o t h e r  
b u s i n e s s  as m a y  c o m e  b e f o r e  the m e e t i n g .  If the d a y  f i x e d  for 
the annual m e e t i n g  s h a l l  b e  a legal h o l i d a y  in tho S t a t e  o f  A l a s k a ,  
s u c h  m e e t i n q  s h a l l  b o  h e l d  o n  the n e x t  s u c c e e d i n g  b u s i n e s s  
day. If the e l e c t i o n  o f  d i r e c t o r s  s h a l l  n o t  be h o l d  o n  the 
d a y  d e s i g n a t e d  h e r e i n  o r  any a n n u a l  m e e t i n g  of  the m e m b e r s ,  
o r  a t  a n y  a d j o u r n m e n t  t h e r e o f ,  the B o a r d  o f  D i r e c t o r s  s h a l l  
c a u s e  the e L e c t i o n  to b e  held a t  a s p e c i a l  m e e t i n g  o f  the 
m e m b e r s  as s o o n  t h e r e a f t e r  as it c o n v e n i e n t l y  m a y  bo held.



S e c t i o n  2. S p e c i a l  M e e t i n g s .  S p e c i a l  m e e t i n g s  
o f  the m e m b e r s ,  for a n y  s t a t e d  p u r p o s e  o r  p u r p o s e s ,  u n l e s s  
o t h e r w i s e  p r e s c r i b e d  by  s t a t u t e ,  m a y  be c a l l e d  by  th P r e s­
id e n t  or  by the B o a r d  o f  D i r e c t o r s ,  a n d  s h a l l  be c a l l e d  by 
the S e c r e t a r y  u p o n  the fil i n g  o f  a p e t i t i o n  by  n o t  less 
t h a n  10 p e r c e n t  (10%) o f  the m e m b e r s  of the C o o p e r a t i v e  
e n t i t l e d  to v o t e  a t  the m e e t i n g ,  w h i c h  p e t i t i o n  s h a l l  s t a t e  
the b u s i n e s s  to De b r o u g h t  b e f o r e  the m e e t i n g .

S e c t i o n  3. P l a c e  of  M e e t i n g .  ? h e  B o a r d  o f  D i r e c t o r s  
m a y  d e s i g n a t e  a n y  place, e i t h e r  w i t h i n  or w i t h o u t  the S t a t e  
of A l a s k a ,  as the p l a c e  o f  m e e t i n g  for a n y  a n n u a l  m e e t i n g  
o r  for a n y  s p e c i a l  m e e t i n g  c a l l e d  by the Bo..rd of  D i r e c t o r s .
A  w a i v e r  of n o t i c e  s i g n e d  by all m e m b e r s  e n t i t l e d  to v o t e  
at  a m e e t i n g  m a y  d e s i g n a t e  a n y  pl a c e ,  e i t h e r  w i t h i n  o r  w i t h­
o u t  the S t a t e  o f  A l a s k a ,  as the p l a c e  for the h o l d i n g  of 
su c h  m e e t i n g .  If no d e s i g n a t i o n  is made, o r  if a s p e c i a l  
m e e t i n g  be o t h e r w i s e  c a l l e d ,  the p l a c e  o f  m e e t i n g  s h a l l  be 
the p r i n c i p a l  b u s i n e s s  o f f i c e  o f  the C o o p e  ;j.ve in the S t a t e  
of  A l a s k a .

S e c t i o n  4. N o t i c e  o f  M e e t i n g s  To M e m b e r s .  W r i t t e n  
n o t i c e  s t a t i n g  the place, d a y  a n d  h o u r  of the m e e t i n g ,  and 
in c a s e  of a s p e c i a l  m e e t i n g ,  the p u r p o s e  or p u r p o s e s  for 
w h i c h  the m e e t i n g  is c a l l e d ,  shall, u n l e s s  o t h e r w i s e  p r e­
sc r i b e d  by s t a t u t e ,  b e  d e l i v e r e d  not les3 than se v e n ,  n o r  
m o r e  than t h i r t y  d a y s  b e f o r e  the d a t e  of the m e e t i n g ,  e i t h e r  
p e r s o n a l l y  o r  by m a il, by o r  a t  the directii n o f  the P r e s i d e n t ,  
o r  the S e c r e t a r y ,  o r  the p e r s o n s  c a l l i n g  the m e e t i n g ,  to e a c h  
m e m b e r  o r  to e a c h  s h a r e h o l d e r  e n t i t l e d  to v o t e  at  s u c h  m e e t i n g .
If m a i led, s u c h  n o t i c e  s hall be d e e m e d  to be d e l i v e r e d  w h e n  
d e p o s i t e d  in the U n i t e d  S t a t e s  m a il, a d d r e s s e d  to the m e m b e r  
or  s l u’"'holder a t  his a d d r e s s  as it a p p e a r s  o n  the r e c o r d s  
o f  the c  o p e r a t i v e ,  w  th p o s t a g e  t h e r e o n  p r e p a i d .

S e c t i o n  5. P u b l i c  N o t i c e  o f  M e e t i n g s .  N o t  m o r e  
tha.i two w e e k s  a n d  n o t  leas than five d a y s  b e f o r e  e a c h  m e e t­
ing, the C o o p e r a t i v e  w i l l  g i v e  p u b l i c  n o t i c e  o f  the time, 
place, and s u b j e c t  o f  the m e e t i n g .  N o t i c e  w i l l  bo g i v e n  
b y  a d v e r t i s e m e n t  in a n e w s p a p o r  of  g e n e r a l  c i r c u l a t i o n .

S e c t i o n  6. C l o s i n g  of T r a n s f e r  B o o k s  or  F i x i n g  
of  R e c o r d  Date. F o r  the p u r p o s e  o f  d e t e r m i n i n g  m e m b e r s  o r  
s h a r e h o l d e r s  e n t i t l e d  to n o t i c e  o f  o r  to v o t e  a t  a n y  m e e t ­
ing or  any a d j o u r n m e n t  t hereof, o r  s h a r e h o l d e r s  e n t i t l e d  
to r e c e i v e  p a y m e n t  o f  a n y  d i v i d e n d ,  o r  in o r d e r  to m a k e  
a d e t e r m i n a t i o n  c f  m e m b e r s  or  s h a r e h o l d e r s  for a n y  o t h e r  p r o p e r  
p u r p o s e ,  the r e c o r d  d a t e  for any s u c h  d e t e r m i n a t i o n  o f  m e m b e r s  o r  
s t o c k h o l d e r s  shall be t h i r t y  (30) d a y s  p r i o r  to tho d a t e  
o n  w h i c h  the p a r t i c u l a r  a c t i o n  r e q u i r i n g  s u c h  d e t e r m i n a t i o n
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of m e m b e r s  o r  s h a r e h o l d e r s  is to be taken. W h e n  a d e t e r m i n a t i o n
of m e m b e r s  o r  s h a r e h o l d e r s  e n t i t l e d  to v o t e  a t  a n y  m e e t i n g  has
b e e n  m a d e  as p r o v i d e d  in this s e c t i o n ,  su c h  d e t e r m i n a t i o n  s hall
a p p l y  to any a d j o u r n m e n t  thereof.

S e c t i o n  7. V o t i n g  Lists. T h e  office', o r  a g e n t  
h a v i n g  c h a r g e  o f  the s t o c k  t r a n s f e r  b o o k s  for s h a r e s  o f  the 
C o o p e r a t i v e  s h a l l  m a k e  a c o m p l e t e  l i s t  of  the m e m b e r s  o r
s h a r e h o l d e r s  e n t i t l e d  to v o t e  a t  e a c h  m e e t i n g  o r  a n y  a d j o u r n­
m e n t  t h ereof, a r r a n g e d  in a l p h a b e t i c a l  o r d e r ,  w i t h  the a d d r e s s  
of a n d  the n u m b e r  of s h a r e s  o f  e a c h  c l a s s  h e l d  by  each. S u c h
l i s t  s h a l l  be p r o d u c e d  a n d  k e p t  o p e n  a t  the time a n d  p l a c e  of
the m e e t i n g  a n d  s h a l l  be s u b j e c t  to the i n s p e c t i o n  of a n y  m e m b e r  
or s h a r e h o l d e r  d u r i n g  the w h o l e  time o f  the m e e t i n g  for the 
p u r p o s e s  th e r e o f .

S e c t i o n  8. Q u o r u m .  T e n  (10) p e r c e n t  of the m e m b e r s  
of the C o o p e r a t i v e  e n t i t l e d  to v ote, r e p r e s e n t e d  in p e r s o n ,  
shall c o n s t i t u t e  a q u o r u m  at an a n n u a l  o r  s p e c i a l  m e e t i n g .
If less than a q u o r u m  is p r e s e n t  at  a m e e t i n g ,  a m a j o r i t y  
of the m e m b e r s  p r e s e n t  m a y  a d j o u r n  the m e e t i n g  fr o m  time to 
time w i t h o u t  f u r t h e r  n o t i c e .  A t  su c h  a d j o u r n e d  m e e t i n g  a t  w h i c h  
a q u o r u m  s h ^ll be p r e s e n t ,  a n y  b u s i n e s s  m a y  be t r a n s a c t e d  
w h i c h  m i g h t  h a v e  b e e n  t r a n s a c t e d  at the m e e t i n g  as o r i g i n a l l y  
n o t i c e d .  T h e  m e m b e r s  p r e s e n t  at a d u l y  o r g a n i z e d  m e e t i n g  
m a y  c o n t i n u e  to t r a n s a c t  b u s i n e s s  u n t i l  a d j o u r n m e n t ,  n o t w i t h­
st a n d i n g  the w i t h d r a w a l  of  e n o u g h  m e m b e r s  to l e a v e  less t h a n  a 

qu o rum.

S e c t i o n  9. P r o x i e s .  M e m b e r s  m a y  n o t  v o t e  b y  proxy. 
H o w e v e r ,  a m e m b e r  t h a t  is a c o r p o r a t i o n ,  p a r t n e r s h i p  o r  j o i n t  
v e n t u r e  m a y  d e s i g n a t e  a represonta«_ive to c a s t  its v ote. In 
the a b s e n c e  o f  w r i t t e n  n o t i c e  t h a t  a p e r s o n  h a s  b e e n  d e s i g n a t e d  
to r e p r e s e n t  a m e m b e r  w h i c h  is o t h e r  than a n a t u r a l  p e r s o n ,  
the m e m b e r  m a y  be  r e p r e s e n t e d  by a n y  of its p r i n c i p a l  o f f i c e r s .

S e c t i o n  10. V o t i n g  R e r t r i c t i o n s . N o  m e m b e r  s h a l l  
be e n t i t l e d  to m o r e  th a n  o n e  v o t e  u p o n  e a c h  m a t t e r  s u b m i t t e d  
to a v o t e  a t  a n  a n n u a l  o r  s p e c i a l  m e e t i n g ,  r e g a r d l e s s  o f  the 
n u m b e r  of s h a r e s  of  s t o c k  in this C o o p e r a t i v e  w h i c h  s u c h  m e m b e r  
m a y  own, e x c e p t  as s p e c i f i c a l l y  p r o v i d e d  in the A c t  and the 
C o o p e r a t i v e ' s  A r t i c l e s  o f  I n c o r p o r a t i o n .  A t  e a c h  e l e c t i o n  
for d i r e c t o r s ,  e v e r y  m e m b e r  e n t i t l e d  to v o t e  at s u c h  e l e c t i o n  
shall h a v e  the r i g h t  to o n e  v o t e  for e a c h  d i r e c t o r  p o s i t i o n  
then b e i n g  v o t e d  upon, b u t  he s h all n o t  be e n t i t l e d  to c u m u l a t e  

his votes.

S e c t i o n  11. V o t e r  Q u a l i f i c a t i o n s .  In o r d e r  to 
vote, a m e m b e r  m u s t  a t  the time of s u c h  v o t o  b e  e n g a g e d  in
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the c o m m e r c i a l  f i s h i n g  o r  f a r m i n g  i n d u s t r y  a n d  be a c u r r e n t  
b o n a f i d e  producer, h a r v e s t e r ,  p r o c e s s o r ,  or  m a r k e t e r  o f  a g r i c­
u l t u r a l  or a c q u a t i c  p r o d u c t s  w i t h i n  the S t a t e  o f  A l a s k a ,  a n d  
in a d d i t i o n  the r e t o ,  m u s t  be a c u r r e n t  p a t r o n  of this C o o p e r a t i v e  
and a b o r r o w e r  f r o m  t h e  C o o p e r a t i v e  d u r i n g  the c a l e n d a r  year.
In the e v e n t  t h a t  a m e m b e r  s h a l l  f a i l  to q u a l i f y  as a c u r r e n t  
p r o d u c e r ,  h a r v e s t e r ,  p r o c e s s o r ,  o r  m a r k e t e r  a n a  p a t r o n  as 
h e r e i n  r e q u i r e d ,  s u c h  m e m b e r  sh a l l ,  d u r i n g  s u c h  n o n - q u a l i f y i n g  
period, ha v e  no r i g h t s  in the m a n a g e m e n t  o f  a f f a i r s  o f  the 
C o o p e r a t i v e  o t h e r  th a n  the r i g h t  to p a r t i c i p a t e ,  in a c c o r d a n c e  
w i t h  the law, ir c a s e  of a n  a m e n d m e n t  o f  the A r t i c l e s  o f  
I n c o r p o r a t i o n  aj.fecting P r e f e r r e d  S h a r e h o l d e r s  (Class B) , or 
d i s s o l u t i o n ,  o r  jale o r  o t h e r  d i s p o s i t i o n  o f  e n t i r e  a s s e t s  
a n d  to r e c e i v e  the p a r  v a l u e  o f  his s t o c k  in the e v e n t  o f  a 
sale o r  t r a n s f e r  of s u c h  s t o c k  as p r o v i d e d  in the A r t i c l e s  of 
I n c o r p o r a t i o n .

S e c t i o n  12. S h a r e h o l d e r  W a r r a n t y .  By s u b s c r i b i n g  
or a p p l y i n g  for, o r  becorr!ng a h o l d e r  a n d  o w n e r  o f  r e c o r d  of 
M e m b e r s h i p  S t o c k  (Class A) of this C o o p e r a t i v e ,  e a c h  s u b s c r i b e r ,  
a p p l i c a n t  o r  o w n e r  or  h o l d e r  o f  r e c o r d  o r  a c c e p t o r  e x p r e s s l y  
w a r r a n t s  that he is, o r  w i l l  a t  o n c e  b e c o m e  a n d  c o n t i n u e  to 
be e l i g i b l e  to be a m e m b e r  of this C o o p e r a t i v e ,  a n d  e x p r e s s l y  
a g r e e s  that if a n d  w h e n  the B o a r d  o f  D i r e c t o r s  f i nds h i m  to 
be i n e l i g i b l e  a s  a m e m b e r ,  t h a t  d u r i n g  the p e r i o d  o f  s u c h  
i n e l i g i b i l i t y  he s h a l l  h a v e  no v o i c e  o r  r i g h t  in the m a n a g e­
m e n t  of the a f f a i r s  o f  this C o o p e r a t i v e  a n d  all s u c h  m a n a g e­
men t  shall be d e t e r m i n e d  a n d  c o n d u c t e d  as t h o u g h  s u c h  s u b­
sc r i p t i o n  o r  a p p l i c a t i o n  for, o r  i s s u a n c e  of, s u c h  s t o c k  has 
n e v e r  b e e n  made.

S e c t i o n  13. V o t i n g  B y  M a i ’. T h e  B o a r d  o f  D i r e c t o r s  
m a y  s u b m i t  by m a i l  b a l l o t  a n y  q u e s t i o n  to h e  v o t e d  o n  at  
a m e m b e r  m e e t i n g ,  i n c l u d i n g  the e l e c t i o n  o f  d i r e c t o r s .
In this e v e n t  the S e c r e t a r y  s h a l l  m a i l  to e a c h  m e m b e r ,  a l o n g  
w i t h  the n o t i c e  o f  the m e e t i n g ,  the b a l l o t  o n  e a c h  q u e s t i o n  
and a v o t i n g  e n v e l o p e .  T h e  b a l l o t  shall b e  c a s t  in a s e a l e d  
e n v e l o p e  a u t h e n t i c a t e d  by the m e m b e r ' s  s i g n a t u r e .  A v o t e  
c a s t  b y  ma i l  s h a l l  be c o u n t e d  a s  if the m e m b e r  w e r e  p r e s e n t  
an d  v o t i n g  in p e r s o n .

S e c t i o n  14. C o p i e s  o f  A r t i c l e s  a n d  B y - L a w s .  E v e r y  
m e m b e r  shall be p r o v i d e d  a c o p y  of the C o o p e r a t i v e ' s  A r t i c l e s  
an d  B y - L a w s  u p o n  f i r s t  b e c o m i n g  a m e m b e r .  C o p i e s  o f  ail 
a m e n d m e n t s  to the A r t i c l e s  of I n c o r p o r a t i o n  a n d  B y - L a w s  
shall be d i s t r i b u t e d  to all m e m b e r s  up o n  the a d o p t i o n  of 

su c h  a m e n d m e n t s .
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A R T I C L E  III 

B o a r d  o f  D i r e c t o r s

S e c t i o n  1. G e n e r a l  P o w e r s .  T h e  a s s e t s ,  i n c l u d i n g  
the b u s i n e s s  a n d  a f f a i r s  of the. C o o p e r a t i v e  s h a l l  .be m a n a g e d  
by its B o a r d  o f  D i r e c t o r s .

S e c t i o n  2. N u m b e r  a n d  T e n u r e .  T h e  m a n a g e m e n t  of 
this C o o p e r a t i v e  s h a l l  be v e s t e d  in a b o a r d  of fi v e  (5) 
d i r e c t o r s ,  w h o  s h a l l  i n i t i a l l y  b e  a p p o i n t e d  by the G o v e r n o r  
o f  A l a s k a  p u r s u a n t  to AS  4 4 . 5 5 . 0 1 0  a n d  AS  4 4 . 5 5 . 0 9 0 .

I n i t i a l  t e r m s  s h a l l  be two m e m b e r s  s e r v i n g  for one 
(1) year, two m e m b e r s  s e r v i n g  for two (2) y e a r s ,  a n d  o n e  
m e m b e r  s e r v i n g  for t h r e e  (3) y e a r s .  T h e r e a f t e r  d i r e c t o r s  
s h a l l  be e l e c t e d  by  the m e m b e r s  a t  the a n n u a l  m e e t i n g  a n d  
s h a l l  h o l d  o f f i c e  f o r  t h ree (3) y e a r s  a n d  u n t i l  a s u c c e s­
so r  s h a l l  h a v e  b e e n  e l e c t e d  a n d  q u a l i f i e d .

S e c t i o n  3. D i r e c t o r  Q u a l i f i c a t i o n s .  E a c h  d i r e c t o r ,  
e x c e p t  t hose d i r e c t o r s  i n i t i a l l y  a p p o i n t e d  p u r s u a n t  to 
AS 4 4 . 5 5 . 0 1 0 ,  s h a l l  be a m e m b e r  o f  this C o o p e r a t i v e  o r  the 
a u t h o r i z e d  r e p r e s e n t a t i v e  o f  a c o r p o r a t i o  ., p a r t n e r s h i p  or 
j o i n t  v e n t u r e  w h i c h  is a m e m b e r  of this C o o p e r a t i v e .  A l l  
d i r e c t o r s  a t  the ti m e  of t h e i r  e l e c t i o n  a n d  a t  all t i m e s  
d u r i n g  the t e r m  o f  t h e i r  o f f i c e  s h a l l ,  e i t h e r  i n d i v i d u a l l y  
o r  t h r o u g h  the e n t i t y  w h i c h  th e y  r e p r e s e n t ,  m e e t  the •'c.ting 
r e s t r i c t i o n s  a n d  v o t i n g  q u a l i f i c a t i o n s  a n d  s t o c k  o w n e r s h i p  
r e q u i r e m e n t s  i m p o s e d  u p o n  the m e m b e r s  of this C o o p e r a t i v e  
p u r s u a n t  to its A r t i c l e s  o f  I n c o r p o r a t i o n  a n d  By-Law*-.

S e c t i o n  4. R e g u l a r  M e e t i n q s .  A  r e g u l a r  m e e t i n g  
of  the B o a r d  o f  D i r e c t o r s  s h a l l  be h e l d  w i t h o u t  o t h e r  n o t i c e  
than this B y - L a w  i m m e d i a t e l y  a f t e r ,  a n d  a t  the sa m e  p l a c e  
as, the a n n u a l  m e e t i n g  of m e m b e r s .  T h e  B o a r d  o f  D i r e c t o r s  
m a y  p r o v i d e ,  by  r e s o l u t i o n ,  the time a n d  p l a c e ,  e i t h e r  
w i t h i n  o r  w i t h o u t  the S t a t e  o f  A l a s k a ,  for the h o l d i n g  o f  
a d d i t i o n a l  r e g u l a r  m e e t i n g s  w i t h o u t  o t h e r  n o t i c e  than s u c h  

r e s o l u t i o n .

S e c t i o n  5. S p e c i a l  M e e t i n g s .  S p e c i a l  m e e t i n g s  o f  
the B o a r d  o f  D i r e c t o r s  m a y  be c a l l e d  by o r  a t  the r e q u e s t  of 
the P r e s i d e n t  or  a n y  two d i r e c t o r s .  T h o  p e r s o n  o r  p e r s o n s  
a u t h o r i z e d  to c a l l  s p e c i a l  m e e t i n g s  o f  the B o a r d  of D i r e c t o r s  
m a y  fix a n y  pl a c e ,  e i t h e r  w i t h i n  o r  w i t h o u t  the S t a t e  o f  
Alas.;a, as the p l a c e  for h o l d i n g  a n y  s p e c i a l  m e e t i n g  o f  the 
B o a r d  of  D i r e c t o r s  c a l l e d  by them.
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S e c t i o n  6. N o t i c e  T o  D i r e c t o r s .  N o t i c e  o f  a n y  
s p e c i a l  m e e t i n g  o r  o f  any r e g u l a r  m e e t i n g  e x c e p t  as p r o v i d e d  
in A r t i c l e  III, S e c t i o n  4, of t h e s e  B y - L a w s  s h a l l  be g i v e n  
at l e a s t  five d a y s  p r e v i o u s l y  t h e r e t o  by w r i t t e n  n o t i c e  
d e l i v e r e d  p e r s o n a l l y  o r  m a i l e d  to e a c h  D i r e c t o r  at h i s  
b u s i n e s s  a d d r e s s ,  o r  by  t e l e g r a m .  If m a i l e d ,  s u c h  n o t i c e  
shall be d e e m e d  to be d e l i v e r e d  w h e n  d e p o s i t e d  in the U n i t e d  
S t a t e s  mail, so a d d r e s s e d ,  w i t h  p o s t a g e  t h e r e o n  p r e p a i d .
If n o t i c e  be g i v e n  by t e l e g r a m ,  s u c h  n o t i c e  s h a l l  be d e e m e d  
to be d e l i v e r e d  w h e n  the t e l e g r a m  is d e l i v e r e d  to the t e l e­
g r a p h  c o m p a n y .  A n y  d i r e c t o r  m a y  w a i v e  n o t i c e  o f  any m e e t i n g .
T h e  a t t e n d a n c e  o f  a d i r e c t o r  s h a l l  c o n s t i t u t e  a w a i v e r  o f  
n o t i c e  of s u c h  m e e t i n g ,  e x c e p t  w h e r e  a d i r e c t o r  a t t e n d s  a
m e e t i n g  for the e x p r e s s  p u r p o s e  ol o b j e c t i n g  to the t r a n s­
a c t i o n  of a n y  b u s i n e s s  b e c a u s e  the m e e t i n g  is n o t  l a w f u l l y  
c a l l e d  o r  c o n v e n e d .  N e i t h e r  the b u s i n e s s  to be t r a n s a c t e d  
at, nor the p u r p o s e  of, a n y  r e g u l a r  o r  s p e c i a l  m e e t i n g  of 
the b o a r d  of D i r e c t o r s  n e e d  be s p e c i f i e d  in the n o t i c e  o r  
w a i v e r  of n o t i c e  of s u c h  m e e t i n g .

S e c t i o n  7. P u b l i c  N o t i c e  o f  M e e t i n g s .  N o t w i t h s t a n d i n g  
any o t h e r  p r o v i s i o n s  o f  t h ese B y - L a w s ,  n o t  m o r e  t h a n  two w e e k s  
a n d  n o t  less t h a n  five d a y s  b e f o r e  e a c h  m e e t i n g ,  the C o o p e r a t i v e  
wil' g i v e  p u b l i c  n o t i c e  of the time, p l a c e ,  a n d  s u b j e c t  o f  the
m e e t i n g .  N o t i c e  w i l l  be g i v e n  b y  a d v e r t i s e m e n t  in a n e w s p a p e r
of g e n e r a l  c i r c u l a t i o n .

S e c t i o n  8. Quorum. A  m a j o r i t y  ot the n u m b e r  o f  
D i r e c t o r s  f i x e d  by S e c t i o n  2, o f  this A r t i c l e  III, s h a l l  c o n­
st i t u t e  a q u o r u m  for the t r a n s a c t i o n  of b u s i n e s s  a t  a n y  m e e t ­
ing of tho B o a r d  of D i r e c t o r s ,  b u t  if less than s u c h  m a j o r i t y  
is p r e s e n t  a t  a m e e t i n g ,  a m a j o r i t y  o f  the director*? p r e s e n t  
m a y  a d j o u r n  the m e e t i n g  f r o m  ti m e  to time w i t h o u t  f u r t h e r  
notice.

S e c t i o n  9. M a n n e r  o f  A c t i n g .  T h e  a c t  o f  the m a j o r i t y  
of the D i r u c i - r s  p r e s e n t  a t  a m e e t i n g  at  w h i c h  a q u o r u m  is p r e­
sent  s h a l l  be the a c t  o f  the B o a r d  o f  D i r e c t o r s .

S e c t i o n  10. V a c a n c i e s .  A n y  v a c a n c y  o c c u r i n g  in 
the B o a r d  o f  D i r e c t o r s  m a y  be f i l l e d  by the a f f i r m a t i v e  v o t e  
of a m a j o r i t y  of the r e m a i n i n g  d i r e c t o r s ,  e x c e p t  t h a t  in tho 
c a s e  of d i r e c t o r s  a p p o i n t e d  b y  tho G o v e r n o r  o f  A l a s k a  p u r s u a n t  
to A S  4 4 . 5 5 . 0 1 0  and AS 4 4 . 5 5 . 0 9 0 ,  a n y  u n e x p i r o d  t e r m  s h a l l  be
f i l l e d  by a n e w  d i r e c t o r  a p p o i n t e d  by the G o v e r n o r .

S e c t i o n  11. E x e c u t i v e  D i r e c t o r  A n d  E m p l o y e e s .  T h e  
B o a r d  of D i r e c t o r s  s h a l l  h a v e  the p o w e r  to h i r e  a n d  d e t e r m i n e  
the s a l a r y  of an E x e c u t i v e  D i r e c t o r .  T h e  E x e c u t i v e  D i r e c t o r

- 6 -



shall be r e s p o n s i b l e  f o r  the o r d i n a r y  b u s i n e s s  of the C o o p -  
• era t i v e .  T h e  E x e c u c i v e  D i r e c t o r ,  w i t h  the a p p r o v a l  of  the 

B o a r d  o f  D i r e c t o r s ,  m a y  h i r e  a n d  d e t e r m i n e  the s a l a r y  of 
e m p l o y e e s  r e a s o n a b l y  n e c e s s a r y  for the e f f i c i e n t  p e r f o r m a n c e  
of the d u t i e s  o f  the C o o p e r a t i v e .

S e c t i o n  12. C o m p e n s a t i o n  o f  B o a r d  M e m b e r s .  M e m b e r s  
of th B o a r d  of  D i r e c t o r s  s h a l l  r e c e i v e  c o m p e n s a t i o n  a t  a rate 
d e t e r m i n e d  by  the B o a r d  for e a c h  d a y  the B o a r d  m e e t s  if they 
a t t e n d  the m e e t i n g .  D i r e c t o r s  are a l s o  e n t i t l e d  to p e r  d i e m  
a nd t r a v e l  a l l o w a n c e s  a s  p r o v i d e d  b y  law for m e m b e r s  o f  S t a t e  
o f  A l a s k a  b o a r d s  a n d  c o m m i s s i o n s .

S e c t i o n  13. I n d e m n i f i c a t i o n .  T h e  C o o p e r a t i v e  s h a l l  
i n d e m n i f y  e a c h  d i r e c t o r ,  o f f i c e r  a n d  e m p l o y e e  (and his hei r s ,  
e x e c u t o r s  and a d m i n i s t r a t o r  ) a g a i n s t  all l i a b i l i t i e s  a n d  
r e l a t e d  e x p e n s e s  i n c u r r e d  b y  h i m  in c o n n e c t i o n  w i t h  o r  a r i s i n g  
o u t  of  a n y  a c t i o n ,  suit, o r  p r o c e e d i n g  b r o u g h t  a g a i n s t  h i m  by 
r e a s o n  of  a n y  a c t  o r  o m i s s i o n  in the p e r f o r m a n c e  o f  h i s  o f f i c i a l  
d u t i e s  as s u c h  d i r e c t o r ,  o f f i c e r  o f  e m p l o y e e  o f  the C o o p e r a t i v e  
(whether o r  n o t  he c o n t i n u e s  to b e  a d i r e c t o r ,  o f f i c e r  o r  
e m p l o y e e  a t  the t i m e  o f  i n c u r r i n g  s u c h  e x p e n s e s  o r  l i a b i l i t i e s ) . 
S u c h  e x p e n s e s  a n d  l i a b i l i t i e s  s hall include, b u t  n o t  b e  l i m i t e d  
to, c o u r t  c o s t s  a n d  a t t o r n e y ' s  fees, j u d g m e n t s  a/.d the c o s t  of 
r e a s o n a b l e  s e t t l e m e n t s .  T h e  C o o p e r a t i v e  s hall not, h o w e v e r ,  
i n d e m n i f y  s u c h  d i r e c t o r ,  o f f i c e r  o r  e m p l o y e e  a g a i n s t  e i t h e r  
e x p e n s e s  o r  l i a b i l i t i e s  w i t h  r e s p e c t  to m a t t e r s  as to w h i c h  
he shall be d e t e r m i n e d  by the B o a r d  of  D i r e c t o r s  o r  a t  final 
a d j u d i c a t i o n  to b e  l i a b l e  for n e g l i g e n c e  o r  m i s c o n d u c t  in 
the p e r f o r m a n c e  o f  his o f f i c i a l  d u t i e s .  I n d e m n i f i c a t i o n  in 
the e v e n t  of a s e t t l e m e n t  o r  c o m p r o m i s e  sh a l l ,  as to d i r e c t o r s ,  
be s u b j e c t  to the p r i o r  a p p r o v a l  of the m e m b e r s  at  a d u l y  
c a l l e d  a n n u a l  o r  s p e c i a l  m e e t i n g  and, as to o f f i c e r s  and 
e m p l o y e e s ,  be s u b j e c t  to p r i o r  a p p r o v a l  by the B o a r d  of 
D i r e c t o r s .  T h e  f o r e g o i n g  r i g h t  o f  i n d e m n i f i c a t i o n  s h a l l  
n o t  be e x c l u s i v e  of  o t h e r  r i g h t s  to w h i c h  a n y  d i r e c t o r ,  
o f f i c e r  or  e m p l o y e e  m a y  be e n t i t l e d  as a m a t t e r  o f  law.

A R T T C L E  V

O f f i c e r s

S e c t i o n  1. N u m b e r .  T h e  o f f i c e r s  o f  the C o o p e r a t i v e  
s h a l l  be a P r e s i d e n t  (who is a l s o  the C h a i r m a n  of the B o a r d  of  
D i r e c t o r s ) ,  a V i c e - P r e s i d e n t ,  a S e c r e t a r y ,  a n d  a T r e a s u r e r ,  e a c h  
of w h o m  s h a l l  b e  e l e c t e d  by the B o a r d  of D i r e c t o r s .  S u c h  o t h e r  
o f f i c e r s  and a s s i s t a n t  o f f i c e r s  as m a y  bo d e e m e d  n e c e s s a r y  m a y  
be e l e c t e d  o r  a p p o i n t e d  by tho B o a r d  o f  D i r e c t o r s .  T h o  S e c r e t a r y
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and the T r e a s u r e r  n e e d  not be d i r e c t o r s  o f  the C o o p e r a t i v e  a n d  
the o f f i c e s  m a y  b e  c o m b i n e d  in o n e  p e r s o n .

S e c t i o n  2. E l e c t i o n  a n d  T e r m  o f  O f f i c e .  T h e  o f f i c e r s  
of the C o o p e r a t i v e  to be e l e c t e d  by the B o a r d  of D i r e c t o r s  s h a l l
be e l e c t e d  a n n u a l l y  b y  the B o a r d  of D i r e c t o r s  a t  the f i r s t  m e e t ­
ing of the B o a r d  of D i r e c t o r s  h e l d  a f t e r  e a c h  a n n u a l  m e e t i n g  
of the m e m b e r s .  If the e l e c t i o n  o f  o f f i c e r s  s h a l l  n o t  be 
h e l d  a t  s u c h  m e e t i n g ,  s u c h  e l e c t i o n  s n a i l  b e  h e l d  as s o o n  
t h e r e a f t e r  as it c o n v e n i e n t l y  m a y  b e  h e ld. E a c h  o f f i c e r  s h a l l  
h o l d  o f f i c e  u n t i l  his s u c c e s s o r  s h a l l  h a v e  b e e n  d u l y  e l e c t e d  
a n d  shall h a v e  q u a l i f i e d  o r  u n t i l  h i s  d e a t h  o r  u n t i l  h e  s h a l l  r e­
si g n  o r  s h a l l  h a v e  b e e n  r e m o v e d  in the m a n n e r  h e r e i n a f t e r  

p r o v i d e d .

S e c t i o n  3. Rem o v a l .  A n y  o f f i c e r ,  e m p l o y e e  or  a g e n t
m a y  be r e m o v e d  b y  the B o a r d  o f  D i r e c t o r s  w h e n e v e r  in its j u d g­
ment, the b e s t  i n t e r e s t s  o f  the C o o p e r a t i v e  w i l l  be s e r v e d  
t h e r e b y ,  b u t  s u c h  r e m o v a l  s h all be w i t h o u t  p r e j u d i c e  to the 
c o n t r a c t  r i g h t s ,  if any, o f  the p e r s o n  so r e m o v e d .  E l e c t i o n  
o r  a p p o i n t m e n t  o f  an o f f i c e r ,  e m p l o y e e  o r  a g e n t  s h a l l  n o t  of 

i t s e l f  c r e a t e  c o n t r a c t  r i g hts.

S e c t i o n  4. V a c a n c i e s .  A  v a c a n c y  in a n y  o f f i c e
b e c a u s e  of d e a t h ,  r e s i g n a t i o n ,  r e m o v a l ,  d i s q u a l i f i c a t i o n  or 
o t h e r w i s e ,  m a y  be f i l l e d  b y  the B o a r d  o f  D i r e c t o r s  for a term 
of o f f i c e  c o n t i n u i n g  o n l y  u n t i l  the n e x t  e l e c t i o n  of  d i r e c t o r s  

by m e m b e r s .

S e c t i o n  5. Bond. T h e  d i r e c t o r s  may, a t  t h e i r  d i s­
c r e t i o n ,  r e q u i r e  a n y  o r  a l l  o f f i c e r s  a n d  e m p l o y e e s  o f  the 
C o o p e r a t i v e  to f u r n i s h  s u c h  f i d e l i t y  b o n d  o r  b o n d s  as the 
d i r e c t o r s  m a y  d e t e r m i n e ;  the C o o p e r a t i v e  to p a y  all p r e m i u m  

c h a r g e s  on su c h  b o n d s  f u r n i s h o d .

S e c t i o n  6. T h e  P r e s i d e n t .  T h o  P r e s i d e n t  s h a l l  be the 
p r i n c i p a l  e x e c u t i v e  o f f i c e r  o f  tho C o o p e r a t i v e .  Ho sh a l l ,  
w h e n  p r e s e n t ,  p r e s i d e  at all m e e t i n g s  o f  the m e m b e r s  and of 
tho B o a r d  o f  D i r e c t o r s .  H e  m a y  sign, w i t h  the S e c r e t a r y  or  
a n y  o t h e r  p r o p e r  o f f i c e r  of the C o o p e r a t i v e  t h e r e u n t o  a u t h o r­
iz e d  by the B o a r d  o f  D i r e c t o r s ,  c e r t i f i c a t e s  for s h a r e s  of  the 
C o o p e r a t i v e ,  any d e e d s ,  m o r t g a g e s ,  b o n d s ,  c o n t r a c t s ,  o r  o t h e r  
i n s t r u m e n t s  w h i c h  tho B o a r d  o f  D i r e c t o r s  h a s  a u t h o r i z e d  to bo 
e x e c u t e d ,  e x c e p t  in c a s e s  w h o r e  the s i g n i n g  a n d  e x e c u t i o n  t h e r e­
of s h a l l  be e x p r e s s l y  d e l e g a t e d  by  the B o a r d  of D i r e c t o r s  or 
b y  t hese B y - L a w 3 to s o m e  o t h e r  o f f i c e r  o r  a g e n t  o f  the C o o p­
e r a t i v e ,  o r  s h a l l  be r e q u i r e d  by l a w  to be o t h e r w i s e  sign' d 
o r  e x o c u t e d ;  a n d  in g e n e r a l  s h a l l  p e r f o r m  *111 d u t i e s  incident 
to the o f f i c e  of P r e s i d e n t  a n d  s u c h  o t h e r  d u t i e s  as m a y  be  
p r o s c r i b e d  b y  the B o a r d  of  D i r e c t o r s  f r o m  time to timo.
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S e c t i o n  7. T h e  V i c e  P r e s i d e n t .  In the a b s e n c e  of 
the P r e s i d e n t  o r  in the e v e n t  o f  his d e a t h ,  i n a b i l i t y  o r  
r e f u s a l  to act, the V i c e  P r e s i d e n t  s h a l l  p e r f o r m  the d u t i e s  
of  the P r e s i d e n t  a n d  w h e n  so a c t i n g ,  s h a l l  h a v e  all the p o w e r s  
of a n d  be s u b j e c t  to all the r e s t r i c t i o n s  u p o n  the P r e s i d e n t .
Th e  V i c e  P r e s i d e n t  m a y  sign, w i t h  the S e c r e t a r y  o r  an 
A s s i s t a n t  S e c r e t a r y ,  c e r t i f i c a t e s  for s h a r e s  o f  the C o o p e r a t i v e ;  
and s h a l l  p e r f o r m  s u c h  o t h e r  d u t i e s  a s  f r o m  t i m e  to time m a y  
be a s s i g n e d  to h i m  by the P r e s i d e n t  o r  by  the B o a r d  of D i r e c t o r s .

S e c t i o n  8. T h e  S e c r e t a r y .  T h e  S e c r e t a r y  shall: (a)
k e e p  the m i n u t e s  of the p r o c e e d i n g s  o f  the m e m b e r s  and o f  the 
B o a r d  of D i r e c t o r s  in o n e  o r  m o r e  b o o k s  p r o v i d e d  for t h a t  p u r­
pose; (b) see that all n o t i c e s  a r e  d u l y  g i v e n  in a c c o r d a n c e  
w i t h  the p r o v i s i o n s  of t hese B y - L a w s  o r  a s  r e q u i r e d  by lav/;
(c) b e  c u s t o d i a n  o f  the C o o p e r a t i v e  r e c o r d s  a n d  of the s e a l  
of the C o o p e r a t i v e  a n d  see th a t  the se a l  o f  the C o o p e r a t i v e  
is a f f i x e d  to all d o c u m e n t s  tb e x e c u t i o n  o f  w h i c h  o n  b e h a l f  
of the C o o p e r a t i v e  u n d e r  its 1 is d u l y  a u t h o r i z e d ;  (d) k e e p  
a r e g i s t e r  of the p o s t  o f f i c e  , d d r e s s  o f  e a c h  m e m b e r  and 
s h a r e h o l d e r ;  (e) s i g n  w i t h  the P r e s i d e n t  o r  V i c e  P r e s i d e n t  
c e r t i f i c a t e s  f o r  s h a r e s  o f  the C o o p e r a t i v e ,  the i s s u a n c e  
o f  w h i c h  s h all have b e e n  a u t h o r i z e d  b y  r e s o l u t i o n  o f  the 
B o a r d  of  D i r e c t o r s ;  (f) ha v e  g e n e r a l  c h a r g e  of  the s t ock 
t r a n s f e r  b o o k s  of tho C o o p e r a t i v e ;  a n d  (gj in g e n e r a l  
p e r f o r m  a l l  d u t i o s  i n c i d e n t  to the o f f i c e  of  S e c r e t a r y  
a n d  s u c h  o t h e r  d u t i e s  a s  f r o m  t i m e  to time m a y  be a s s i g n e d  
to h i m  by the P r e s i d e n t  o r  b y  the B o a r d  o f  D i r e c t o r s .

S e c t i o n  9. T h e  T r e a s u r e r .  T h e  T r e a s u r e r  shall:
(a) ha v e  c h a r g e  of and b e  r e s p o n s i b l e  for all f u nds and 
s e c u r i t i e s  o f  tho C o o p e r a t i v e ;  (b) r e c e i v e  a n d  g i v e  r e c e i p t s  
for m o n i e s  d u e  and p a y a b l e  to the C o o p e r a t i v e  from a n y  s o u r c e  
w h a t s o e v e r ,  a n d  d e p o s i t  all su c h  m o n i e s  in the na m e  of  the 
C o o p e r a t i v e  in surh ba n k s ,  t r u s t  c o m p a n i e s  o r  o t h e r  d e p o s i t­
ar i e s  as s hall be s e l e c t e d  in a c c o r d a n c e  w i t h  tho p r o v i s i o n s  
of A r t i c l e  X o f  these B y - L a w s ;  a n d  (c) in g e n e r a l  p e r f o r m  
all o f  the d u t i e s  i n c i d e n t  to the o f f i c e  o f  T r e a s u r e r  a n d  
such o t h e r  d u t i e s  a s  f r o m  timo to ti m e  m a y  be a s s i g n e d  to 
h i m  b y  the P r e s i d e n t  o r  by tho B o a r d  c f  D i r e c t o r s .

S e c t i o n  10. A s s i s t a n t  S e c r e t a r i e s  a n d  A s s i s t a n t  
T r e a s u r e r s .  T h e  A s s i s t a n t  S e c r e t a r i e s ,  w h a n  a u t h o r i z e d  
by the B o a r d  o f  D i r e c t o r s ,  m a y  s i g n  w i t h  the P r e s i d e n t  o r  
V i c o  P r e s i d e n t  c e r t i f i c a t e s  for s h a r e s  of the C o o p e r a t i v e  
the i s s u a n c e  o f  w h i c h  s h a l l  h a v e  b e e n  a u t h o r i z e d  by a r e s o­
lu t i o n  o f  the B o a r d  o f  D i r e c t o r s .  T h e  A s s i s t a n t  T r e a s u r e r s
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shall, if required by the Board of Directors, give bonds 
for the faithful discharge of their duties in such sums 
and w i t h  such sureties as the Board of Dire ctors shall 
determine. The A s s i s t a n t  Secretaries and A s s i stant 
T reasurers, in general, shall p e rform such duties as shall 
be assigned  to them by the Secretary o r  the Treasurer, 
respectively, o r  by the P r e s id ent or the Board of Directors.

S e c tion 11. T h e  Executive Director. The Executiv e 
D i r e c t o r  shall be the chief a d m i n i s t r a t i v e  o f f i c e r  of the 
C o o p e r a t i v e  in control of all a d m i n i s t r a t i v e  functions and 
in general charge of all of the o r d i n a r y  b u s iness  of the C o o p­
erative. His powers shall include the right and a utho r i t y  to make 
and d e l i v e r  receipts for the paymen' of any indebtedness 
o w i n g  and paid to the C o o p e r a t i v e  and to e x ec ute valid 
r e l e a s e s  of any and all secu rity ins truments o r  mortgage 
liens g iven to the C o o p e r a t i v e  as security for such i n d e b t­
edness.

A R T I C L E  VI 

Loans To Membe rs

Each borrower at the timo a loan is advanced shall 
own o n e  share of M e m b e r s h i p  Stock (Class A) and 3hall be required 
to invest in Preferred Stock (Class B) at tho time the loan is 
c lose d or from time to time, but the a m o u n t  of Class B Stock r e­
qui r e d  to be purchased when the loar. is closed shall not exceed 10 
p e r c e n t  of the face amount of the loan. The additional stock 
r e q u i r e m e n t s  may be based on the face amount of the loan, the 
o u t s t a n d i n g  loan balance, or o n  a p e r c e n t a g e  of interest p a y­
able by the borr ower during any year or any q u art er thereof, 
not in excess of 25 p e rcent o f  such interest, or on such ot her 
basis as m a y  be d e t e r m i n e d  by the Board of Directors but shall, 
in any event, bo in accor dance with the sche dule of m a x i m u m  
a m o unts adopted by tho Board o f  D i r e cto rs based upon p r o­
portional o w n e r s h i p  of shares. Stock req uirements ihall 
pr ovide a d e quate capital for the o p e r a t i o n  of the C o o p­
erative and equit a b l e  o w n e r s h i p  among borrowers. All stock 
p u r c h a s e d  under this paragraph, w h a t e v e r  formula is employed 
to d c t o r m l n e  tho r e q uired amount, is c o n c l u s i v e l y  presumed 
for the pur po s e s  of tho C o o p e r a t i v e  to be an investment in 
tho capital of the C o o p e r a t i v e  and not earnings. Each b o r­
rower may also bo required from time to timo by tho Board of 
D i r e ctors to make payments into the Reserve Fund e s ta blished 
by A r t i c l e  VIII of these By-Laws.

A R T I C L E  VII 

Sa vings

S e c t i o n  1. A l l o c a t i o n  of Savings. The C o o p e r a t i v e  
ir hereby o b l i g a t e d  tc a l l o c a t e  to the m e mbers who patror.:zo
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it the net p a t r o n a g e  s a v i n g s  a s  d e f i n e d  in S e c t i o n  4 o f  this 
A r t i c l e  for e a c h  fis c a l  y e a r  o n  a p a t r o n a g e  b a s i s ,  w h i c h  a l l o c a­
tio n  s h all b e  p a i d  in w h o l e  o r  in p a r t  in cash, o r  in w h o l e  or 
in p a r t  in c r e d i t s ,  as h e r e i n a f t e r  s t a t e d .  T h e  a m o u n t  a l l o c a t e d  
to e a c h  p a t r o n  m e m b e r  o f  the C o o p e r a t i v e  and n o t  pa i d  in c a s h  
s h a l l  be c r e d i t e d  to R e t a i n e d  P a t r o n a g e  E a r n i n g s  in the na m e  
o f  s u c h  p a t r o n  m e m b e r  on the b o o k s  of  the C o o p e r a t i v e .  A l l  
a m o u n t s  so c r e d i t e d  to a n y  p a t r o n  m e m b e r  o f  the C o o p e r a t i v e  
s h a l l  h a v e  the sa m e  s t a t u s  as t h o u g h  the a m o u n t  so c r e d i t e d  
h a d  b e e n  p a i d  in c a s h  to the p a t r o n  m e m b e r  and the p a t r o n  
m e m b e r  had th e n  f u r n i s h e d  a c o r r e s p o n d i n g  a m o u n t  of c a p i t a l  
to the C o o p e r a t i v e .  A s  s o o n  a s  p r a c t i c a b l e  a f t e r  the c l o s e  
of e a c h  fiscal year, a s t a t e m e n t  s h a l l  be i s s u e d  to e a c h  
p a t r o n  m e m b e r  s h o w i n g  the a m o u n t  o f  R e t a i n e d  P a t r o n a g e  
E a r n i n g s  t h a t  s a i d  p a t r o n  m e m b e r  h a s  b e e n  c r e d i t e d  w i t h  
by the C o o p e r a t i v e  in t h a t  f i s c a l  y e a r .

S e c t i o n  2. R e f u n d i n g  of E x c e s s  R e t a i n e d  P a t r o n a g e  
E a r n i n g s .  In o r d e r  to f u r t h e r  the c o o p e r a t i v e  c h a r a c t e r  of  
this c o r p o r a t i o n ,  it s h a l l  r e f u n d  its R e t a i n e d  P a t r o n a g e  E a r n­
ing s  at  such ti m e  as the B o a r d  o f  D i r e c t o r s  f i n d s  th a t  the 
f i n a n c i a l  c o n d i t i o n  o f  the C o o p e r a t i v e  wi l l  so p e r m i t .  T h e  
B o a r d  o f  D i r e c t o r s  of the C o o p e r a t i v e  s h a l l  a n n u a l l y  d e t e r m i n e  
the c a p i t a l  r e q u i r e m e n t s  of t h e  C o o p e r a t i v e  a n d  a f t e r  so d o i n g  
s h a l l  r e v i e w  the c a p i t a l  m a d e  a v a i l a b l e  by e a c h  p a t r o n  to the 
C j o p e r a t i v e .  If the B o a r d  of D i r e c t o r s  d e t e r m i n e s  th a t  a p a t r o n  
h as c o n t r i b u t e d  c a p i t a l  in e x c e s s  o f  h i s  p r o p o r t i o n a t e  s h a r e  of  
the total c a p i t a l  r e q u i r e m e n t  o f  the C o o p e r a t i v e ,  sa i d  e x c e s s  
m a y  be r e f u n d e d  to the p a t r o n  as f u n d s  a r e  a v a i l a b l e .  In so 
do i n g ,  the B o a r d  of D i r e c t o r s  m a y  e s t a b l i s h  p r i o r i t i e s ,  b a s e d  
u p o n  tho p e r c e n t a g e  o f  e x c e s s  c a p i t a l ,  for p a y m e n t s  to patror.3 
w h o  tho B o a r d  d e t e r m i n e  h o v e  c o n t r i b u t e d  c a p i t a l  in e x c e s s  of  

t h e i r  p r o p o r t i o n a t e  share.

S e c t i o n  3. A l l o c a t i o n  O f  L o s s e s .  W h e n e v e r  a n e t  
p a t r o n a g e  loss o c c u r s ,  s a i d  l o s s  s hall be bo r n e ,  i n s o f a r  as 
p o s s i b l e ,  by p a t r o n s  in the y e a r  o f  s a i d  loss in a c c o r d a n c e  
w i t h  t h e i r  r e s p e c t i v e  p a t r o n a g e  w i t h  tho C o o p e r a t i v e  d u r i n g  
the y e a r  of s a i d  loss a n d  s h a l l  be c h a r g e d  to s a i d  p a t r o n  
m e m b e r ' s  c a p i t a l  a c c o u n t s  in t h e  f o l l o w i n g  m a n n e r  and or d e r :

(1) A g a i n s t  the R e t a i n e d  P a t r o n a g e  E a r n i n g s  
s t a n d i n g  to the c r e d i t  of s a i d  p a t r o n  
m e m b e r  o r  to w h i c h  ho m a y  b o  e n t i t l e d ,  
u n t i l  s u c h  loss is s a t i s f i e d  in full o r  
the R e t a i n e d  P a t r o n a g e  E a r n i n g s  o r  o t h e r  
a m o u n t s  to w h i c h  he m a y  be e n t i t l e d ,  h a v e  
b e e n  fully d e p l e t e d .
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(2) A f t e r  f u l l y  d e p l e t i n g  the R e t a i n e d  P a t r o n a g e  
E a r n i n g s ,  the b a l a n c e  of the loss s h a l l  ne x t  
be a p p l i e d  a g a i n s t  the R e s e r v e  F u n d  s t a n d i n g  
to the c r e d i t  o f  sa i d  p a t r o n  m e m b e r  or
to w h i c h  he m a y  be  e n t i t l e d ,  as p r o v i d e d  
in A r t i c l e  V I II, S e c t i o n  1 o f  these B y - L a w s .

(3) If the a p p l i c a t i o n s  s e t  o u t  in s u b s e c t i o n s
(1) a n d  (2) a b o v e  are n o t  s u f f i c i e n t  to f u l l y  
s a t i s f y  the loss so a l l o c a t e d  to a n y  p a t r o n  
m e m b e r ,  the b a l a n c e  o f  the loss r e m a i n i n g  
s h all b e  b o r n e  b y  the p a t r o n  m e m b e r  to w h o m  
s a i d  loss h a s  b e e n  a l l o c a t e d  a n d / o r  all p a t r o n  
m e m b e r s  o f  the C o o p e r a t i v e  o n  as e q u i t a b l e  a 
b a s i s  as the B o a r d  o f  D i r e c t o r s  in its so L e  
d i s c r e t i o n  f i n d s  p r a c t i c a b l e .

T h e  p r i n c i p l e  on w h i c h  this s e c t i o n  is b a s e d  is that 
the C o o p e r a t i v e  is o p e r a t i n g  a t  c o s t  a n d  that any c h a r g e  m a d e  
a g a i n s t  the R e t a i n e d  P a t r o n a g e  E a r n i n g s  or  a n y  o t h e r  c a p i t a l  
f u n d s  c o n s t i t u t e s  a n  a d d i t i o n a l  a s s e s s m e n t  to the p a t r o n  m e m b e r s  
to cc  /cr s a i d  d e f i c i e n c i e s .  W h e n e v e r  a n e t  n o n - p a t r o n a g e  loss 
o c c u r s ,  the C o o p e r a t i v e  s h a l l  f i r s t  a p p l y  s a i d  loss, to the 
e x t e n t  a l l o w a b l e ,  in a c c o r d a n c e  w i t h  the c a r r y  b a c k  a n d  c a r r y  
f o r w a r d  p r o v i s i o n s  of the a p p l i c a o l e  i n c o m e  tax c o d e s  and 
r e g u l a t i o n s .  A n y  b a l a n c e  r e m a i n i n g  m a y  be c h a r g e d  to the 
m e m b e r s  R e t a i n e d  P a t r o n a g e  E a r n i n g s  or  R e s e r v e  F u n d  as d e t e r­
m i n e d  by the B o a r d  of D i r e c t o r s .

S e c t i o n  4. D e f i n i t i o n s .  As  u s e d  in t h e s e  B y - L a w s
the term:

(a) " N e t  Patrona' : S a v i n g s "  m o a n s  the e x c e s s  o f
in c o m e  d i r e c t l y  r e l a t e d  to l o a n s  m a d e  to 
b o r r o w e r s ,  less a p p l i c a b l e  e x p e n s e s  as p r o­
v i d e d  by the i n c o m e  tax c o d e s  a n d  r e g u l a t i o n s ,  
loss a n y  a m o u n t  w h i c h  the B o a r d  o f  D i r e c t o r s ,  
in its sole d i s c r e t i o n ,  m a y  d e t e r m i n e  s h o u l d  be 
a p p l i e d  to the r e p u r c h a s e  of C l a s s  C s t o c k  f r o m  
the S t a t e  o f  A l a s k a  p u r s u a n t  to A S  4 4 . 5 5 . 0 1 0 ,  
loss a n y  d i v i d e n d s  p a i d  u p o n  C l a s s  B 3t o c k .

(b) "Net P a t r o n a g e  L o s s e s "  m e a n s  the e x c e s s  o f  
e x p e n s e s  o v e r  i n c o m e  d i r e c t l y  r e l a t e d  to l oans 
m a d e  to b o r r o w e r s  as p r o v i d e d  by the inc o m e  
tax c o d e s  a n d  r e g u l a t i o n s .

(c) "N e t  N o n - P a t r o n a g o  I n c o m e "  m e a n s  the e x c e s s  
of i n c o m e  f r o m  s o u r c e s  n o t  r e l a t e d  to loans 
m a d e  to b o r r o w e r s  loss a p p l i c a b l e  e x p e n s e s  
a s  p r o v i d e d  by tho i n c o m e  tax c o d e s  a n d  r e g­
u l a t i o n s .
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(d) "Net N o n - P a t r o n a g e  L o s s e s "  m e a n s  the e x c e  .s 
o f  e x p e n s e s  o v e r  i n c o m e  n o t  r e l a t e d  to l oans 
m a d e  to b o r r o w e r s  as p r o v i d e d  b y  the i n c o m e  
tax c o d e s  and r e g u l a t i o n s .

S e c t i o n  5. T a x  R e p o r t i n g .  E a c h  p e r s o n ,  c o r p­
or a t i o n ,  p a r t n e r s h i p  o r  j o i n t  v e n t u r e  w h o  b e c o m e s  a m e m b e r  
in this C o o p e r a t i v e ,  s h a l l  b y  s u c h  a c t  a l o n e ,  c o n s e n t  t h a t  
the a m o u n t  o f  a n y  d i s t r i b u t i o n s  w i t h  r e s p e c t  to a n y  p a t r o n a g e  
w h i c h  are m a d e  in w r i t t e n  n o t i c e s  of a l l o c a t i o n  w i _ h  r e s p e c t  to 
s u c h  d i s t r i b u t i o n s  (as d e f i n e d  in 26 U . S . C .  1388) a n d  w h i c h  are 
r e c e i v e d  b y  s a i d  m e m b e r  f r o m  the C o o p e r a t i v e ,  w i l l  be  t a k e n  
into a c c o u n t  b y  s a i d  m e m b e r  a t  t h e i r  s t a t e d  d o l l a r  a m o u n t s  
in the m a n n e r  p r o v i d e d  in 26 U . S . C .  1385 (a) in the t a x a b l e  
y e a r  in w h i c h  s u c h  w r i t t e n  n o t i c e s  of a l l o c a t i o n  w i t h  r e s p e c t  
to s u c h  d i s t r i b u t i o n s  is r e c e i v e d  b y  s a i d  m e m b e r .

S e c t i o n  6. Lien. T h e  R e t a i n e d  P a t r o n a g e  E a r n i n g s  
s t a n d i n g  to the c r e d i t  o f  the b o r r o w e r  a r e  the p r o p e r t y  of 
the b o r r o w e r ,  s u b j e c t  to a f i r s t  lien to this C o o p e r a t i v e  for 
a n y  i n d e b t e d n e s s  o w e d  b y  the h o l d e r  t h e r e o f  to the C o o p e r a t i v e  
a n d  to the d i s s o l u t i o n  p r o v i s i o n s  all as p r o v i d e d  h e r e i n .

S e c t i o n  7. C o n s e n t  /'nd A u t h o r i z a t i o n .  By b e c o m i n g  
a m e m b e r  o f  the C o o p e r a t i v e  a m e m b e r  a g r e e s  to be b o u n d  by 
the S a v i n g s  p r o v i s i o n s  s e t  f o r t h  in this a r t i c l e .

A R T I C L E  VI I I

R e s e r v e  Fund

S e c t i o n  1. R e s e r v e  Fund. T h e  B o a r d  o f  D i r e c t o r s  m a y  
e s t a b l i s h  a n d  m a i n t a i n  a " R e s e r v e  F u n d "  to be u s e d  for b a d  
d e b t s  and for l o o s e s  as s e t  f o r t h  h e r e i n  in A r t i c l e  VII,
S e c t i o n  3. T h e  f u n d s  c o l l e c t e d  m a y  be u s e d  as c o l l a t e r a l  
for b o r r o w i n g  o r  m a y  b e  l o a n e d  by the C o o p e r a t i v e  to its 
m e m b e r s ,  all a t  the d i s c r e t i o n  of the B o a r d  o f  D i r e c t o r s .
E a c h  p a t r o n  m e m b e r  m a y  b e  r e q u i r e d  to pay in t o  s a i d  fund 
a n  a m o u n t  e q u a l  to a p e r c e n t a g e ,  as e s t a b l i s h e d  f r o m  time 
to ti m e  by the B o a r d  o f  D i r e c t o r s ,  o f  i n t e r e s t  c h a r g e s  o n  
l o ans m a d e  to h i m  b y  the C o o p e r a t i v e .  T h u  f u n d s  c o l l e c t e d  
s h a l l  be c r e d i t e d  in full to a s e p a r a t e  c a p i t a l  a c c o u n t  
k n o w n  as the R e s e r v e  F u n d  m a i n t a i n e d  in the n a m e  o f  e a c h  
patr o n .

S e c t i o n  2. R e v o l v i n g  O f  R e s e r v e  Fund. T h e  R e s e r v e  
F u n d s  r e m a i n i n g  a f t e r  r e d u c t i o n  for lo s s e s  as p r o v i d e d  in 
A r t i c l e  VII, S e c t i o n  3 h e r e o f ,  m a y  be r e v o l v e d  to p a t r o n  
m e m b e r s  a t  tho d i s c r e t i o n  o f  the B o a r d  of D i r e c t o r s .  U p o n
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r e v o l v i n g  sa i d  fund, the o l d e s t  o u t s t a n d i n g  R e s e r v e  F u n d s  
by y e a r s  s h a l l  be r e v o l v e d  first.

S e c t i o n  3. L i e n  On R e s e r v e  F und. T h e  R e s e r v e  
F u n d  s t a n d i n g  to the c r e d i t  o f  the b o r r o w e r  is the p r o p e r t y  
o f  s a i d  b o r r o w e r ,  s u b j e c t  to a f i r s t  li e n  to this C o o p e r a t i v e  
for any i n d e b t e d n e s s  o w e d  by the h o l d e r  t h e r e o f  to t h e  C o o p ­
er a t i v e ,  d i s s o l u t i o n  p r o v i s i o n s ,  b a d  d e b t s  a n d  n e t  p a t r o n a g e  
l o s s e s ,  all as p r o v i d e d  h e r ein.

S e c t i o n  4. A c c o u n t i n g .  T h e  C o o p e r a t i v e  s h a l l  
a c c o u n t  to its p a t r o n s  f o r  the f u nds c o l l e c t e d  for the 
R e s e r v e  F u n d  d u r i n g  the C o o p e r a t i v e ' s  f i s c a l  y e ar. S u c h  
a c c o u n t i n g  s h all be m a d e  w i t h i n  s i x  m o n t h s  f r o m  the c l o s e  
of  the f i s c a l  year.

L e c t i o n  5. C o n s e n t  A n d  A u t h o r i z a t i o n .  B y  b e c o m i n g  
a m e m b e r  of the C o o p e r a t i v e  a m e m b e r  a g r e e s  to be b o u n d  b y  the 
R e s e r v e  F u n d  p r o v i s i o n s  s e t  f o r t h  h e r e i n .

A F - I C L E  IX

D i s s o l u t i o n

S e c t i o n  1. U p o n  d i s s o l u t i o n  the a s s e t s  o f  this 
C o o p e r a t i v e  s h a l l  be d i s t r i b u t e d  as f o llows:

(1) T o  pay the c o s t  of d i s s o l u t i o n .
(2) T o  p a y  a n y  l i a b i l i t i e s .
(3) T o  p a y  the par v a l u e  of the o u t s t a n d i n g

S p e c i a l  P r e f e r r e d  S t o c k  (Class C ) .
(4) To  p a y  the par v a l u e  of P r e f e r r e d  S t o c k  (Class B) 

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

(5) T o  pay the p a r  v a l u e  o f  the o u t s t a n d i n g  M e m b e r­
sh i p  S t o c k  (Class A ) .

(6) T o  p a y  the R e s e r v e  F u n d  b o o k  e n t r y  h o l d e r s ,  if 
a n d  to the e x t e n t  a R e s e r v e  F u n d  is e s t a b l i s h e d  
p u r s u a n t  to the B y - L a w s ,  in full o ~  p r o - r a t a  
w i t h o u t  p r i o r i t y  the face a m o u n t  o l  t h e i r  book 
e n t r y  as s h o w n  o n  the b o o k s  o f  the C o o p e r a t i v e .

(7) T h e  b a l a n c e  of all C o o p e r a t i v e  a s s e t s  s h a l l  
then be d i s t r i b u t e d ,  w i t h o u t  p r i o r i t y ,  to 
the h o l d e r s  of R e t a i n e d  P a t r o n a g e  E a r n i n g s ,  
as this t e r m  m a y  be d e f i n e d  in tho B y - L a w s ,  
in p r o p o r t i o n  to t h e i r  r e s p e c t i v e  c r e d i t s  
t h e r e o f  as s h o w n  on the b o o k s  of  the 
C o o p e r a t i v e .

S e c t i o n  2. In the c a s e  o f  a v o t e  o n  a r e s o l u t i o n  
w h i c h  w o u l d  d i s s o l v e  the C o o p e r a t i v e ,  h o l d e r  o f  C l a s s  B
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S t o c k  m a y  c a s t  o n e  v ote, in a d d i t i o n  to a n y  v o t e  to w h i c h  
he m a y  be e n t i t l e d  as a m e m b e r ,  r e g a r d l e s s  of  the d o l l a r  a m o u n t  
of C l a s s  B S t o c k  h e l d  b y  him. P a s s a g e  o f  s u c h  a r e s o l u t i o n  for 
d i s s o l u t i o n  r e q u i r e s  a m a j o r i t y  o f  the a u t h o r i z e d  C l a s s  B s h a r e­
ho l d e r  v o t e s  cast, as w e l l  as the a f f i r m a t i v e  v o t e  o f  t w o - t h i r d s  
of the m e m b e r  v o t e s  cast. D i s s o l u t i o n  m a y  a l s o  o c c u r  in any 
e v e n t  p u r s u a n t  to the p r o v i s i o n s  of AS 4 4 . 5 5 . 0 1 0 .

A R T I C L E  X

C o n t r a c t s ,  L o a n s ,  C n e c k s  A n d  D e p o s i t s

S e c t i o n  1. C o n t r a c t s .  T h e  B o a r d  o f  D i r e c t o r s  m a y  
a u t h o r i z e  a n y  o f f i c e r  o r  o f f i c e r s ,  a q e n t  o r  a g e n t s ,  e m p l o y e e  
or  e m p l o y e e s ,  to e n t e r  i n t o  a n y  c o n t r a c t  or e x e c u t e  a n d  d e l ­
iver a n y  i n s t r u m e n t  in the n a m e  of a n d  o n  b e h a l f  o f  the C o o p ­
erative, and s u c h  a u t h o r i t y  m a y  be g e n e r a l  o r  c o n f i n e d  to 
s p e c i f i c  i n s t a n c e s .

S e c t i o n  2. Lo a n s .  Nc loans s h a l l  be c o n t r a c t e d  on 
b e h a l f  o f  the C o o p e r a t i v e  a n d  n o  e v i d e n c e s  o f  i n d e b t e d n e s s  
s h a l l  be i s s u e d  in its n a m e  u n l e s s  a u t h o r i z e d  by a r e s o l u t i o n  
of the B o a r d  of D i r e c t o r s .  S u c h  a u t h o r i t y  m a y  be g e n e r a l  or  
c o n f i n e d  to s p e c i f i c  i n s t a n c e s .

S e c t i o n  3. C h e c k s ,  D r a f t s ,  Etc. All c h e c k s ,  d r a f t s  
or o t h e r  o r d e r s  for t h e  p a y m e n t  of m o n e y ,  n o t e s  o r  o t h e r  
e v i d e n c e s  of i n d e b t e d n e s s  i s s u e d  in the n a m e  o f  the C o o p e r a t i v e ,  
s h a l l  be s i g n e d  b y  s u c h  o f f i c e r  or o f f i c e r s ,  a g i n t  o r  a g e n t s ,  
e m p l o y e e  or e m p l o y e e s ,  o f  the C o o p e r a t i v e  a n d  in o u c h  m a n n e r  as 
s h all f r o m  t i m e  to ti m e  be  d e t e r m i n e d  by r e s o l u t i o n  o f  the 
B o a r d  o f  D i r e c t o r s .

S e c t i o n  4. D e p o s i t s .  All f u n d s  o f  the C o o p e r a t i v e  
not o t h e r w i s e  e m p l o y e d  s ^ a l l  b e  d e p o s i t e d  fr o m  ti m e  to ti m e  
to the c r e d i t  of  the C o o p e r a t i v e  in s u c h  banks, t r u s t  c o m p a n i e s  
or o t h e r  d e p o s i t a r i e s  as tho B o a r d  o f  D i r e c t o r s  m a y  s e l e c t .

A R T I C L E  XI

C e r t i f i c a t e s  For S h a r e s  A n d  T h e i r  T r a n s f e r

S e c t i o n  1. C e r t i f i c a t e s  For S h a r e s .  C e r t i f i c a t e s  
r e p r e s e n t i n g  s h a r e s  o f  the C o o p e r a t i v e  s h all be in s u c h  form 
as shall be d e t e r m i n e d  by the B o a r d  of D i r e c t o r s .  S u c h  c e r t i f­
icates s h all be s i g n e d  by tho P r e s i d e n t  o r  V i c o  P r e s i d e n t  and 
by the S e c r e t a r y  o r  a n  A s s i s t a n t  S e c . 2ta r y  a n d  s e a l e d  w i t h  the 
c o r p o r a t e  soal or a f a c s i m i l e  t h e r e o f .  All c e r t i f i c a t e s  for 
sh a r e s  shall be c o n s e c u t i v e l y  n u m b e r e d  o r  o t h e r w i s e  i d e n t i f i e d .

- 1 5 -



T h e  n a m e  a n d  a d d r e s s  o f  the p e r s o n  to w h o m  the s h a r e s  r e p­
r e s e n t e d  t h e r e b y  are issued, w i t h  the n u m b e r  o f  s h a r e s  and 
d a t e  of issue, s h a l l  be  e n t e r e d  on the s t o c k  t r a n s f e r  b o o k s  
o f  the C o o p e r a t i v e .  A l l  c e r t i f i c a t e s  s u r r e n d e r e d  to the 
C o o p e r a t i v e  for t r a n s f e r  s h a l l  be c a n c e l l e d  a n d  no nev; c e r t i f­
icate s h a l l  be i s s u e d  u n t i l  the f o r m e r  c e r t i f i c a t e  for a like 
n u m b e r  o f  s h a r e s  s h all h a v e  b e e n  s u r r e n d e r e d  a n d  c a n c e l l e d ;  
except: that in c a s e  of  a lost, d e s t r o y e d  ot m u t i l a t e d  c e r t i f­
ic a t e  a n e w  o n e  m a y  b e  i s s u e d  t h e r e f o r  u p o n  s u c h  terms a n d  
i n d e m n i t y  to the C o o p e r a t i v e  as the B o a r d  of D i r e c t o r s  m a y  
p r e s c r i b e .

S e c t i o n  2. T r a n s f e r  of S h a r e s .  N o  s h a r e s  s h a l l  be 
t r a n s f e r r e d  w i t h o u t  the p r i o r  a p p r o v a l  o f  the B o a r d  o f  D i r e c t o r s .  
T r a n s f e r  of s h a r e s  of the C o o p e r a t i v e  s h a l l  be m a d e  o n l y  o n  the 
s t o c k  t r a n s f e r  b o o k s  o f  the C o o p e r a t i v e  by the h o l d e r  o f  r e c o r d  
t h e r e o f  or b y  his l a g a l  r e p r e s e n t a t i v e ,  w h o  s h all f u r n i s h  p r o p e r  
e v i d e n c e  of a u t h o r i t y  to t r a n s f e r ,  o r  b y  his a t t o r n e y  t h e r e­
un t o  a u t h o r i z e d  b y  p o w e r  of  a t t o r n e y  d u l y  e x e c u t e d  a n d  f i l e d  
w i t h  the S e c r e t a r y  of the C o o p e r a t i v e ,  a n d  o n  s u r r e n d e r  for 
c a n c e l l a t i o n  o f  the c e r t i f i c a t e  for s u c h  shares. T h e  p e r s o n  
in w h o s e  n a m e  s h a r e s  s t a n d  on the b o o k s  of the C o o p e r a t i v e  shall 
be d e e m e d  by the C o o p e r a t i v e  to bo the o w n e r  t h e r e o f  for all 
p u r p o s e s .

A R T I C L E  X I I  

M i s c e l l a n e o u s  P r o v i s i o n s

S e c t i o n  1. F i s c a l  Yoar. T h e  fiscal y e a r  of the C o o p ­
e r a t i v e  shall b e g i n  o n  the f i r s t  d a y  of J u l y  and e n d  on  the 
t h i r t i e t h  d a y  o f  J u n e  in e a c h  year.

S e c t i o n  2. C o r p o r a t e  Seal. T h e  B o a r d  of D i r e c t o r s  shall 
p r o v i d e  a c o r p o r a t e  seal w h i c h  s h a l l  be c i r c u l a r  in f o r m  a n d  s h a l l  
h a v e  i n s c r i b e d  t h e r e o n  the n a m e  of the C o o p e r a t i v e ,  the y e a r  of 
i n c o r p o r a t i o n ,  the w o r d s  "S t a t e  of  A l a s k a "  a n d  the w o r d s ,  " C o r p­

o r a t e  Seal".

S e c t i o n  3. W a i v e r  O f  N o t i c e .  W h e n e v e r  a n y  n o t i c e  
is r e q u i r e d  to be g i v e n  to any m e m b e r  o r  i i r e c t o r  of the C o o p ­
e r a t i v e  u n d e r  the p r o v i s i o n s  of t h ese B y - L a w s  or u n d e r  the 
p r o v i s i o n s  o f  the A r t i c l e s  of I n c o r p o r a t i o n  o r  ur.der tho p r o ­
v i s i o n s  o f the Act, a w a i v e r  t h e r e o f  in w r i t i n g  s i g n e d  b y  the 
p e r s o n  o r  p e r s o n s  e n t i t l e d  to s u c h  n o t i c e ,  w h i t h e r  b e f o r e  o r  
a f t e r  the tiniu s t a t e d  the r e i n ,  s h a l l  bo d e e m e d  e q u i v a l e n t  to 

tha g i v i n g  o f  s u c h  n o t i c e .

A R T I C L E  XI I I  

Am e n d m e n t s

T h o s e  B y - L a w s  m a y  be a l t e r e d ,  a m e n d e d  o r  r e p e a l e d  
a n d  n e w  B y - L a w s  m a y  be  a d o p t e d  b y  the B o a r d  o f  D i r e c t o r s  a t  vny
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regular or special m e e t i n g  of the Board.

C e r t i f i c a t i o n

STATE OF A LASKA )
) SS •

___________ DISTRICT )

_____________________________________  and ,
being first duly sworn, upon oath, deposes and say: We are the
P r e s ident and Se cretary r e s p e c t i v e l y  of THE A L A S K A  C O M M E R C I A L  
FISHING AND A G RICU LTURE BANK, an Alaska Cooperative. In our 
c a p a c i t y  as such officers of the Cooperative, we have reviewed 
the foregoing By-Laws of the A laska Commercial Fishing And 
Ag r i c u l t u r e  Bank and h ereby c e rtify that they co rrectly set 
forth the text of the By-Laws of said Cooperative as adopted 
by the Board of Directors on    , 1978 .

President

Secretary

SUBSCRIBED A N D  SWORN to before  me this _____ day of
 , 1978. -----

N o tar y Public in and for Alaska 
M y  C o m m i s s i o n  Expi res:____________



S e c .

*

S e c . 5

- AS 44.54.210 POWERS OF THE BANK

This section adds a n e w  p a r a g raph (20) to a l l o w  the 

bank to m a k e  loans to q u a l ified c ommercial fishermen 

for p u r chase of limited entry permits.

- AS 44-54 C OMMER CIAL F I S HING A? VGRICULTURE BANK 

The bill amends this chapter b.> add it i o n  of three 

n e w  sections:

AS 44.54.230 LOANS FOR PURCHASE OF A LASKA L I M I T E D  E N T R Y  PERMITS

(a) Provides that loans m a y  be made only to those 

persons c e r t i f i e d  by the L i m ited E n t r y  C o m m i s s i o n  

as qualified.

(b) Provides permi ts be used as security for loan 

under c e rtai n renditions and sets out conditions.

(c) Provides for fne ex ecutive director of bank to 

certify to L i m i t e d  Entry C ommis s i o n  w h e n  note has 

been sat isfied by debtor.

(d) Provides than C o m m i s s i o n  list debtor as legal

owner of permit upon ce rtif i c a t i o n  as p o r v i d e d  in ( c ) .

A S  44.54.2 .0 D E FAUL T A N D  F O RECLO SURE OF LOANS FOR L I M I T E D
e n t r y  p e r m i t ? ---------------------------------------------

(a)Provides for n o t i c e  of default to be sent to debtor 

by executive d i r e c t o r  of bank if debtor defa ults on

a note for w h i c h  a permit has been pledged as security 

and outlines w h a t  m u _t be included in the no tice of 

d e f a u l t .

(b) Provides for termi n a t i o n  of debtor's equitab le 

interest if he fails to reinstate or satisfy note 

within time specifie d in (a). Provides for im­

mediate  c a n c e l l a t i o n  of any permit cards issued to 

debtor u nder the permit w h e n  the C o m m i s s i o n  receives 

a certificate  of termination c o ntaining a copy of 

tht notice of default.



AS 44.54.250 D E F I C I E N C I E S  A N D  T R A N S F E R  O F  ENTR Y P E R M I T S  
A F T E R  F O R E C L O S U R E

(a) Provides that u p o n  foreclosure of an entry permit 

the executive director of the bank shall offer 

the L i m i t e d  E n t r y  C o m m i s s i o n  a right of first 

refusal if the pe rmit is subject to a buy-b a c k  

p r o g r a m  (AS 1 6.43.*'0 -.330) at a price equal to 

the amount o u t s t a n u i n g  on the note plus any costs 

incurred bv the benl. in a d m inistering the loan.

(b) Provides that bank p r o m p t l y  n o t i f y  debtor if the

C o m m i s s i o n  does not e xercise the right of first 

refusal w i t h i n  30 days, or if the permit is not 

subject to a b u y - b a c k  program. The debtor then 

has 30 days to n ame a quali f i e d  person to assume 

the noti. The q u a l ifie d p e r s o n  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 q u a l i f i e d  p e rson chosen by lottery 

from a list of q u a l ified persons p rovided to the 

bank from the E ntry Commission. The executive 

director of bank shall a l l o w  the first a pplicant 

m e eti ng all q u a l i f i c a t i o n s  to assume the note.

(d) Provides that n o t h i n g  in this section affects the

right of the e x e c uti ve director to institute legal

action for a d e f i c i e n c y  r e s u lting from a d e fault 

on a note. In addit i o n  to any defici'ncy, the 

debtor is liable for the coses of a d m i n i s t e r i n g  

the note and for costs and attorney fees.



TO: Mr. R i c h a r d  H. E a k i n s
D i r e c t o r ,  D i v i s i o n  of 
E c o n o m i c  D e v e l o p m e n t  
D E P A R T M E N T  O F  C O M M E R C E  

& E C O N O M I C  D E V E L O P M E N T  
P o u c h  EE
J u n e a u ,  A l a s k a  9 9 8 1 1

F R  J M :

D A T E :  A p r i l  6, 1 9 7 9

RE: C o m m e r c i a l  F i s h i n g  & A g r i c u l t u r e
B a n k / C o m m e n t s  On S S H B  30

On A p r i l  4, y o u  r e q u e s t e d  o u r  a s s i s t a n c e  in p r e­
p a r i n g  a p o s i t i o n  p a p a r  a s  to S S H B  30 f o r  s u b m i s s i o n  to  t h  
L e g i s l a t u r e  n e x t  w e e k .  T h e  c o m m e n t s  on the s u b j e c t  b i l l  
w h i c h  f o l l o w  a r e  s u b m i t t e d  for y o u r  c o n s i d e r a t i o n .  T h e y  a r e  
s t r u c t u r e d  in s u c h  a w a y  t h a t  y o u  n e e d  o n l y  a d d  i n t r o d u c t o r y  
a n d  c o n c l u d i n g  p a r a g r a p h s  a n d  i n s e r t  a d i s c u s s i o n  o f  p o l i c y  
m a t t e r s  a s  a p p r o p r i a t e ,  p a r t i c u l a r l y  in the a r e a s  o f  c o m ­
p o s i t i o n  of t h e  B o a r d  of  D i r e c t o r s  (where I s e n s e d  a s t r o n g  
fe< ling a t  t h e  A p r i l  4 m e e t i n g  in f a v o r  of  i n d e p e n d e n c e )  a n d  
in t h e  a r e a  of t h e  b u s i n e s s  j u d g m e n t s  to b e  m a d e  w h e n  
c o n s i d e r i n g  l o a n s  f o r  e n t r y  p e r m i t s  w h i c h  a r e  to b e  s e c u r e d  
b y  t h o s e  p e r m i t s .  (Although, p e r h a p s  n o t h i n g  a d d i t i o n a l  
n e e d  be  s a i d  o n  t h e  l a t t e r  s u b j e c t . )

S e c t i o n  1. A d d i t i o n  o f  the w o r d  " A l a s k a "  to t h e  
n a m e  o f  t h e  B a n k  is d e s i r a b l e  and, in fact, r e f l e c t e d  in t h e  
d r a f t  A r t i c l e s  of I n c o r p o r a t i o n  a n d  B y - L a w s  of the B a n k  n o w  
u n d e r  c o n s i d e r a t i o n  by t h e  B o a r d  of D i r e c t o r s .

S e c t i o n  2. T h e  B o a r d  of D i r e c t o r s  o f  t h e  B a n k  
u n d e r  the p r e s e n t  l a w  is c o m p o s e d  o f  f i v e  m e m b e r s ,  i n i t i a l l y  
a p p o i n t e d  by tho G o v e r n o r ,  o s e r v e  s t a g g e r e d  terms. F o l ­
lo w i n g  e x p i r a t i o n  o f  t h e  i n i t i a l  term, d i r e c t o r s  a r e  t h e n  
e l e c t e d  b y  t h e  m e m b e r / s h a r e h o l d e r s  of the B a n k  w h i c h  u n d e r  
A S  44. 54 is o r g a n i z e d  a s  a c o o p e r a t i v e  c o r p o r a t i o n .  * A S  
1 0 . 1 5 . 1 4 0 ,  to w h i c h  thu B a n k  is s u b j e c t ,  r e q u i r e s  t h a t  t h e  
e l e c t e d  d i r e c t o r s  b o  m e m b e r s  o f  the c o o p e r a t i v e .  C o u n s e l  t o  
t h e  B a n k  h a v e  e x a m i n e d  tho p r e s e n t  m e t h o d  of c o n s t i t u t i n g  
t h e  B o a r d  c f  D i r e c t o r s  of  the B a n k  and h a v e  a d v i s e d  that,

P e t e r  A r g e t s i n g e r  
W O H L F O R T H  & F L I N T
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in t h e i r  o p i n i o n ,  u n d e r  S e c t i o n  103 of t h e  I n t e r n a l  R e v e n u e  
C o d e  and the r e g u l a t i o n s  t h e r e u n d e r  the D a n k  m a y  n o t  i s s u e  
t a x  e x e m p t  r e v e n u e  b o n d s .  In g e n e r a l ,  t h i s  is b e c a u s e  in 
o r d e r  to i s s u e  tax e x e m p t  b o n d s  "on b e h a l f  of" the S t a t e ,  
t h e  D a n k  m u s t  be c o n s i d e r e d  by the I n t e r n a l  R e v e n u e  S e r v i c e  
to b e  a " c o n s t i t u t e d  a u t h o r i t y " .  T o  s a t i s f y  th i s  r e q u i r e­
m e n t  it is n e c e s s a r y  t h a t  a l l  m e m b e r s  of the B a n k  B o a r d  of 
D i r e c t o r s  be p u b l i c  o f f i c i a l s  of  the State, b e  e l e c t e d  by 
t h e  v o t e r s  of  t h e  S t a t e  or  be a p p o i n t e d  d i r e c t l y  b y  t h e  
S t a t e .  And, t h e  r e q u i r e m e n t  c o n t i n u e s  for the l i f e  of a n y  
b o n d s  i s s u e d  b y  t h e  Bank.

W e  h a v e  a l s o  b e e n  a d v i s e d  b y  c o u n s e l  that the 
p r o p o s e d  r e v i s i o n  t o  A S  44. 5 4 . 0 2 0  w h i c h  w o u l d  e. p a n d  t h e  
B o a r d  o f  D i r e c t o r s  to s e v e n  m e m b e r s ,  t h r e e  of w h o m  w o u ' d  b e  
a p p o i n t e d  b y  t h e  G o v e r n o r  u n t i l  su c h  t i m e  as t h e  B a n k  h a s  
r e p u r c h a s e d  a l l  n o n - v o t i n g  p r e f e r r e d  s h a r e s  h e l d  b y  t h e  
S t a t e  d o e s  n o t  s a t i s f y  the IRS c r i t e r i a  e i t h e r .  In o r d e r  to 
i s s u e  tax e x e m p t  r e v e n u e  b o n d s  it w o u l d  b e  n e c e s s a r y  t h a t  
t h e  B o a r d  of D i r e c t o r s  b e  c o m p o s e d  in its e n t i r e t y  of 
g u b e r n a t o r i a l  a p p o i n t e e s  f o r  t h e  l i f e  of a n y  o u t s t a n d i n g  
b o n d s .

T h e  p r e s e n t  f o r m u l a t i o n  of the Board, of c o u r s e ,  
is q u i t e  s a t i s f a c t o r y  to a c c o m p l i s h  t h e  p r i m a r y  p u r p o s e  
e n v i s i o n e d  b y  the L e g i s l a t u r e  w h e n  it e s t a b l i s h e d  the Bank,
i.e., to l e v e r a g e  the b a n k ’s c a p i t a l  w i t h  the L e d e r a l  f a r m  
c r e d i t  s y s t e m  b a n k s  in o r d e r  t o  m a k e  l o a n s  to t h o s e  e n g a g e d  
in c o m m e r c i a l  f i s h i n g  a n d  a g r i c u l t u r e .  In t h a t  r e g a r d ,  the 
f e d e r a l  b a n k s  r e q u i r e  a s  a c o n d i t i o n  of e l i g i b i l i t y  f o r  
loa-’s t h a t  a s s o c i a t i o n s  s u c h  as t h e  C o m m e r c i a l  F i s h i n g  a n d  
A g r i c u l t u r e  B a n k  b e  o r g a n i z e d  in s u c h  a w a y  t h a t  n o t  l e s s  
t h a n  80% o f  t h e  v o t i n g  c o n t r o l  o f  the ba n k  is h e l d  b y  
f i s h e r m e n  or f a r m e r s .  See, e.g., 12 U S C A  2129 w h i c h  s e t s  
o u t  t h e s e  r e q u i r e m e n t s  a s  t h e y  a p p l y  to t h e  f e d e r a l  b a n k s  
f o r  c o o p e r a t i v e s .  At f i r s t  blush, this w o u l d  s e e m  to  p r e ­
c l u d e  a B o a r d  o f  D i r e c t o r s  w h e r e  3 / 7 t h s  of the m e m b e r s  a r e  
g u b e r n a t o r i a l  a p p o i n t e e s  r a t h e r  th a n  r e p r e s e n t a t i v e s  of the 
m e m b e r s h i p .  H o w e v e r ,  w e  h a v e  i n f o r m a l l y  d i s c u s s e d  the 
m a t t e r  w i t h  r e p r e s e n t a t i v e s  of t h e  f e d e r a l  f a r m  c r e d i t  
s y s t e m  in S p o k a n e  w h o  h a v e  a d v i s e d  us  t h a t  t h e y  d n o t  
b e l i e v e  t h a t  r e c o n s t i t u t i n g  t h e  B a n k ' s  B o a r d  of D i r e c t o r s  a s  
e n v i s i o n e d  by S S H B  30 w o u l d  p r e c l u d e  th e m  f r o m  w o r k i n g  w i t h  
the C o m m e r c i a l  F i s h i n q  a n d  A g r i c u l t u r e  Bank. R a t h e r ,  t h e y  
i n t e r p r e t  t h e  F e d e r a l  r e q u i r e m e n t  to m e a n  th a t  tho c o n t r o l  
o f  a t  l e a s t  80% of t h e  v o t e s  w h i c h  w o u l d  e l e c t  the o t h e r  
f o u r  m e m b e r s  of  a r e c o n s t i t u t e d  B o a r d  of D i r e c t o r s  m u s t  
b e  in f i s h e r m e n  and f a r m e r s .



It w o u l d  appear that a change in the compo s i t i o n
of the Board of D i r e c t o r s  a s  proposed in S S H B  30 would a c­
com p l i s h  one, or both, of two objectives. One, it would 
e s t a b l i s h  a m e c h a n i s m  t h ro ugh w h i c h  Board m e m b e r s  w h o  o t h e r­
wi s e  would not be e l i g i b l e  for elect i o n  by the members 
(e.g., bankers, economists, b u s i n e s s  consultants) could 
r emain on or b e  a p p o i n t e d  to the Board of Directors even
t h o u g h  th ey are not a c t i v e l y  e n gaged  in c ommer c i a l  fishing
or agriculture. Two, it w ou ld v e s t  some m o d i c u m  of control 
in the State t h r o u g h  the power of the G o v e r n o r  to c o n t i n u e  
to app oint a ..inority of the Board during the early life of 
t h e  Bank. W h i l e  the first o f  these r e asons  is c e r t ainly 
desira ble, p e r h a p s  some a d d i t i o n a l  d i s c u s s i o n  of the need 
for S tate r e p r e s e n t a t i o n  on the Board of D i r e c t o r s  through 
g u b e r n a t o r i a l  a p p o i n t e e s  is necessary. A t  the outset, it 
should be not ed that the L e g i s l a t u r e  will a l w a y s  r etain its 
a b i l i t y  to i n f l uence the Bank through the a p p r o p r i a t i o n  p r o­
cess, p a r t i c u l a r l y  d u r i n g  the capital formation phase of the 
Bank, and t h r o u g h  its a b i l i t y  to m o d i f y  to a great e x tent 
the Bank's e n a b l i n g  legi s l a t i o n  should that ever b e c o m e  
necessary. However, a basic tenet of the federal farm 
c r e d i t  s y s tem is that o r g a n i z a t i o n s  such as the Bank should 
o p e r a t e  on a c o o p e r a t i v e  b a s i s  for the m utual b e n efit of the 
members.

(insert add iti o n a l  p o l c y  c o n s i d e r a t i o n s  rc
indepe n d e n c e  of the bank as desired)

O n e  final c o m m e r t  on S e c t i o n  2 of S S H B  30. T h o  
d r a f t  bill, as well as the p r e s e n t  statute, states that 
Board m e m b e r  e l e c t i o n  shall be by tho "shareholders". 
G e n e r a l l y  s p e a k i n g  the p r i v i l e g e  of the v o t e  in a c o o p­
er a t i v e  c o r p o r a t i o n  belongs to the member or holder of 
m e m b e r s h i p  stock. M o s t  m e m b e r s  will also hold shares of 
c a p i t a l  stock, but it is e n t i r e l y  p ossible for one to be a 
c a p i t a l  s tock holder (thus, a shareholder) at the time of a 
m e m b e r s h i p  meeting, yot for several reasons n o t  c u r r ently  
e l i g i b l e  to v o t e  as a member. Therefore, it is our r e­
co m m e n d a t i o n  that t h e  word "shareholders" on line 22 of p a g e  
1 of S S H B  30 be replaced by the term "members" or the t e r m  
" membership". "Member" is a d e f i n e d  term in AS 10.15.595(9) 
and would be the p r e f erred term. .

S e c t i o n  3. T h e  proposed a m e n d m e n t s  to AS 4 4 . 5 4.0 90 
found in S e c t i o n  3 of SSHB 30 are satisfactory and a ppe ar to 
s o l v e  the d r a f t i n g  p r o b l e m  in the present statute.

However, d u r i n g  the o r g a n i z a t i o n  of tho Board or 
D i r e c t o r s  of tho Bank two o t h e r  c o n cern s have surfaced 
w h i c h  may be solved by a dding language to AS 44.54.090.
T h e  first these is the method to be used when d e t e r m i n i n g
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w h i c h  m e m b e r s  of the B o a r d  of  D i r e c t o r s  s h a l l  s e r v e  for the 
one, two a n d  t h r e e  y e a r  t erm. O n e  w a y  to r e s o l v e  t h i s  
p r o b l e m  is t o  p r o v i d e  th a t  t h e  t e r m s  be d e t e r m i n e d  b y  lot, 
as the L e g i s l a t u r e  h a s  p r o v i d e d  in o t h e r  i n s t a n c e s .  (See 
AS  1 8 . 2 6 . 0 3 0  w h e r e  s u c h  a s y s t e m  is a p p l i e d  to the B o a r d  of 
D i r e c t o r s  to the A l a s k a  M e d i c a l  F a c i l i t y  A u t h o r i t y . )

T h e  s e c o n d  p r o b l e m  is i n s u r i n g  t h a t  t h e  i n i t i a l  
t e r m s  of t h e  B o a r d  of D i r e c t o r  m e m b e r s  e x p i r e  o n  the d a t e  of 
t h e  c o o p e r a t i v e  a n n u a l  m e e t i n g  r a t h e r  t h a n  o n  the a n n i v e r s a r y  
d a t e  of t h e  a p p o i n t m e n t  b y  t h e  G o v e r n o r .  A s  the B a n k ’s 
d r a f t  B y - L a w s  p r o v i d e  t h a t  t h e  a n n u a l  m e e t i n g  be  h e l d  in 
N o v e m b e r  of e a c h  year, w e  s t r o n g l y  u r g e  t h a t  AS 4 4 .54 p r o­
v i d e  t h a t  t h e  i n i t i a l  o n e  y e a r  B o a r d  of G o v e r n o r  t e r m s  
e x t e n d  u n t i l  N o v e m b e r  1980, a n d  t h a t  the t w o  a n d  t h r e e  y e a r  
t e r m s  e x p i r e  a t  t h e  t i m e  of  t h e  f o l l o w i n g  t w o  a n n u a l  m e e t­
ings. S i n c e  t h e  i n i t i a l  a p p o i n t m e n t s  to t h e  B o a r d  o f  D i r e c t o r s  
w o r e  m a d e  o n  F e b r u a r y  19, 1979, to p r o v i d e  t h a t  t h e  o n e  y e a r  
t e r m s  e x p i r e  in N o v e m b e r  1979, w o u l d  n o t  be a p r u d e n t  
b u s i n e s s  d e c i s i o n  as it w o u l d  m e a n  th a t  t h e  e x p e r t i s e  and 
e x p e r i e n c e  of  t h e  o n e  y e a r  d i r e c t o r s  w o u l d  b e  l o s t  t o  t h e  
B a n k  e v e n  b e f o r e  it is in full o p e r a t i o n .

T h e s e  r e c o m m e n d a t i o n s  m a y  be i m p l e m e n t e d  b y  
s t r i k i n g  the p e r i o d  f o l l o w i n g  the w o r d  " y e a r s "  o n  l i n e  5 of 
p a g e  2 of SSIIB 30, a n d  i n s e r t i n g  a c o m m a  a n d  t h e  f o l l o w i n g  
l a n g u a g e ;

, to b e  d e t e r m i n e d  by  lot. T h e  i n i t i a l  
t e r m s  s h a l l  e x p i r e  at t h e  a n n u a l  m e e t i n g  
of t h e  b a n k  held in N o v e m b e r  1980, 1981 
a n d  1982 r e s p e c t i v e l y .

S e c t i o n  4. W e  a r e  a w a r e  t h a t  tho l a n g u a g e  of 
S e c t i o n s  4 a n d  5 of S S H B  30 t r a c k s  in m o s t  r e s p e c t s  t h e  
l a n g u a g e  of A S  1 6 . 1 0 . 3 0 0  et sog, t h o  C o m m e r c i a l  F i s h i n g  L o a n  
Act, a n d  a g r e e  t h a t  it i n ' d e s i r a b l e  th a t  the B a n k  as we l l  
h a v e  the p o w e r  to m a k e  l o a n s  to i n d i v i d u a l  c o m m e r c i a l  f i s h­
e r m e n  to p u r c h a s e  e n t r y  p e r m i t s .  T h o  B o a r d  of D i r e c t o r s  of 
t h e  B a n k  w i ll, o f  c o u r s e ,  at t h e  a p p r o p r i a t e  t i m e  be f a c e d  
w i t h  the n e c e s s i t y  * d e t e r m i n i n g  its p o l i c i e s ,  f r o m  a 
b u s i n e s s  s t a n d p o i n t  w h e n  c o n s i d e r i n g  l o a n s  t o  be s e c u r e d  by 
e n t r y  p e r m i t s .  W o  a r e  a w a r e  th a t  t h e r o  a r e  p r e s e n t l y  o n  
a p p e a l  to t h o  A l a s k a  S u p r e m o  C o u r t  two S u p e r i o r  C o u r t  
d e c i s i o n s  in c a s e s  w h i c h  c h a l l e n g e  the l i m i t e d  e n t r y  p e r m i t  
s y s t e m  a n d / o r  t h o  m e t h o d  by w h i c h  p e r m i t s  h a v e  b e e n  i s s u e d .
T h e  S u p r e m e  C o u r t  d e c i s i o n  in t h o s e  cases, o r  f u t u r e  c a s e s ,  
m a y  r e s u l t  in tho i s s u a n c e  of a s u f f i c i e n t  n u m b e r  of a d d ­
iti o n a l  e n t r y  p e r m i t s  so t h a t  t h e  v a l u e  of a n  e n t r y  p e r m i t  
h e l d  by the n a n k  a s  s e c u r i t y  is s u b s t a n t i a l l y  l e s s o n e d .

f
- 4 -



F u t u r e  a c tion by the L e g i s l a t u r e  could w o r k  to the same end 
and m u s t  also be taken into c o n s i d e r a t i o n  by the Dank w h e n  
m a k i n g  loans of this type.

As to the specific langu age of S e c t i o n  4 of S S H B  
30, w e  note that e l i g i b i l i t y  for a loan to p u r c h a s e  an e n t r y  
pe r m i t  is c o n d i t i o n e d  upon a five year d u r a t i o n a l  r e s i d e n c y  
re q u i r e m e n t  which, if chall e n g e d  at some f utur e time, c o u l d  
be held unconsti tutional. W e  a l s o  not e that the r e q u i r e m e n t  
for a ctive  p a r t i c i p a t i o n  in the fishery at some time d u r i n g  
the p a s t  five years is v a g u e  enough so that it m a y  c a u s e  
p r o b l e m s  in d e t e r m i n i n g  loan eligibility. E.g., w o u l d  
t h i r t y  d a y s  some time d u r i n g  the five ye ar p e r i o d  be s u f f i c i e n t  
would seven d a y s ?

S e c t i o n  5. AS 44.54.230 w o u l d  r e q u i r e  that the 
e x e c u t i v e  d i r e c t o r  of the Bank be listed as the legal o w n e r  
of a pledged p e r m i t  and Sect ion 5 at several p l a c e s  r e q u i r e s  
that the e x e c u t i v e  d i r e c t o r  of the Bank take certain  
ac t i o n s  in r egard to a permit. W h i l e  u n d e r  AS 16.43 e n t r y  
p e rmi ts are held o n l y  by natural p e rsons and w h i l e  the 
Commerci al Fishing  Loan Act a s s i g n s  the same d u t i e s  to the 
C o m m i s s i o n e r  of C o m m e r c e  and Economi c D e v e l o p m e n t ,  it is 
d e s i r a b l e  in this situation that the legal o w n e r s h i p  of 
an entry  p e r m i t  or d i r e c t i o n s  for taking c e r t a i n  a c t i o n s  
rent with the Bank itself, rather than w i t h  a s p e c i f i c  
individual so an to g i v e  the Bank m a x i m u m  f l e x i b i l i t y  in 
m a n a g i n g  its business. Por that reason w e  r e c o m m e n d  that 
the l a n guage "executive director of tho" be e l i m i n a t e d  
w h e r e  it a p p e a r s  in S e ction 5 of 3SHD 30. But if it is 
d e t e r m i n e d  that AS 16.43 requ i r e s  that an i n d i v i d u a l  be 
named, it n o n e t h e l e s s  in d e s i r a b l e  that the l a n g u a g e  "as 
tr ustee for the bank" be inserted d i r e c t l y  f o l l o w i n g  the 
d e s i g n a t i o n  of the e x e c utive direc t o r  so that it is clear 
tho c a p a c i t y  in w h i c h  the d i r e c t o r  acts.

AS 44.54.250(b) would a l l o w  a d e b t o r  to n o m i n a t e  a 
p e r s o n  to a s s u m e  his note under c e rtain c o n d i t i o n s  and r e­
qui r e  that tho person so nomi nated q u a l i f y  undor the r e q u i r e­
m e n t s  of AS 44.54.230(a) i.e., that tho p e r s o n  n o m i n a t e d  
q u a l i f y  as a trans fee for an e n t r y  p e r m i t  u n d e r  AS 16.43.
T h e r e  appears, however, to bo no r e q u i r e m e n t  tJi.it tlie 
n o m i n e e  to a s s u m e  tho note meet the r e q u i r e m e n t s  cot up by 
pr o po sed AS 44.54.210(20), s p e cific ally that he m e e t  the 
five year du rational residency r e q u i r e m e n t  an d i d  tlie 
original debtor. If this in conside red d e s i r a b l e ,  tho 
language "and AS 44.54.210(20)" should bo inserted i m m e d­
iately following tlie end of tlie partial s e n t e n c e  on line 1, 
p a g e  5 of S S H B  30.



R e c o m m e n d e d  A d d i t i o n s

AS 16.43 p r o v i d e s  that entry p e r m i t s  m a y  not be 
p l e d g e d  as s e c u r i t y  or t r a n s f e r r e d  e x c e p t  u n d e r  c e r t a i n  c o n­
ditions, one of w h i c h  is as p r o vid ed in the C o m m e r c i a l  
F i s h i n g  Loan Act. .Similarly, it w o u l d  appear that a d d­
itional a m e n d m e n t s  are n e c e s s a r y  to at least s e c t i o n s  AS 
16.43.150(g) and AS 16.43.170, w h i c h  l a n g u a g e  should r e f e r  
s p e c i f i c a l l y  to the p r o g r a m  p r o posed in SSHB 30.

As a m a t t e r  of c o n v e n i e n c e  and styl e in d r a f t i n g  
it m a y  be d e s i r a b l e  to c o n s i d e r  a d d i t i o n  of a n e w  s e c t i o n  
.260, Definitions, to AS 44.54. S u c h  a s e c t i o n  i n i t i a l l y  
would d e f i n e  the w o r d  "bank" as the A l a s k a  C o m m e r c i a l  F i s h­
ing and A g r i c u l t u r e  Bank w h i c h  d e f i n i t i o n  w as not i n c luded  
in C h a p t e r  159, S L A  1978, even though e x t e n s i v e  use is m a d e  
t h e rein of the t e r m  "bank". In a d d i t i o n  it w o u l d  a p p e a r  
d e s i r a b l e  to d e f i n e  the word  " c ommi ssion" as the A l a s k a  
C o m m e r c i a l  F i s h e r i e s  Entry C o m m i s s i o n  in o r d e r  to a v o i d  the 
p r o b l e m  n o w  found t h r o’ hout S e c t i o n  5 of S S H B  30 w h e r e  
r e f e r e n c e  is s o m e t i m e s  ma de to the A l a s k a  C o m m e r c i a l  F i s h­
eri e s  Entry Commis s i o n ,  but m o r e  o f t e n  is m a d e  s i mply to the 
" c o m m i s s i o n " .

F i n a l l y  we strongly r e c o mmend  that the a m e n d­
m e n t s  to AS 44.54 incxudc a specific p r o v i s i o n  i n s uring  that 
tho Bank has tho n e c e s s a r y  power to i n d e m n i f y  directors, 
o f f i c e r s  and e m p l o y e e s  when n e g l i g e n c e  nnd m i s c o n d u c t  is not 
involved. S u c h  a p r o v i s i o n  is r o u t i n e l y  included in the by- 
lav/s of p r i v a t e  sector o r g a n i z a t i o n  and is s p e c i f i c a l l y  
i ncluded among the general p o w e r s  g i v e n  to a c o o p e r a t i v e  
c o r p o r a t i o n  o r g a n i z e d  in A l a s k a  by AS 10.1 5.010(13).
C o u r s e !  has a d v i s e d  us that in its o p i n i o n  the Bank d o e s  
have the power to indemnify its direct o r s ,  o f f i c e r s  a n d  
e m p l o y e e s  by v i r t u e  of the fact that AS 4 4 . 5 4 . 0 1 0  s u b j e c t s  
the Bank to the p r o v i s i o n s  of AS 10.15, e x c e p t  as o t h e r w i s e  
p r o v i d e d  in AS 44.54. Nonetheless, the fact that the 
s p e c i f i c  p owers of the Bank e n u m e r a t e d  in AS 4 4 . 5 4 . 2 1 0  d o  
not include a p r o v i s i o n  on i n d e m n i f i c a t i o n  m e a n s  that it is 
not impossible that court m i g h t  hold that the L e g i s l a t u r e  
intended the Ba nk not be allowed to i n d e m n i f y  direct o r s ,  
o f f i c e r s  and e m p l o y e e s  under a ppr opriate c onditions.  For 
that reason we recommen d th* a d d i t i o n  of tho same l a n g u a g e  
n o w  found in AS 10.15.010(13) as an a d d i t i o n a l  p a r a g r a p h  
n u m b e r e d  (21) to AS 44.54.210. S e c t i o n  4 of S S H B  30 m a y  be 
a m end ed by c h a n g i n g  tho word "paragraph" on line 6 of p a g e  
2 to "paragraphs" and by inserting an a d d i t i o n a l  p a r a g r a p h  
at line 14 w hich  roads:

(21) indemnify a di rector, o f ficer or ag ent
or former director, off icer or agent, or
a p er son who may have  served at its r e q ues t

-6-



a s  a d i r e c t o r  or  o f f i c e r  of a n o t h e r  d o m e s t i c  
o r  f o r e i g n  c o o p e r a t i v e  of  w h i c h  it is a 
m e m b e r ,  a g a i n s t  e x p e n s e s  n e c e s s a r i l y  i n­
c u r r e d  in d e f e n s e  of a p r o c e e d i n g  in w h i c h  
he is a p a r t y  b e c a u s e  he s e r v e d  as a d i r e c t o r ,  
o f f i c e r  o r  a g e n t ,  b u t  t h i s  p a r a g r a p h  d o e s  n o t  
a p p l y  t o  p r o c e e d i n g s  in w h i c h  the d i r e c t o r ,  
o f f i c e r  o r  a g e n t  is a d j u d g e d  l i a b l e  for n e g­
l i g e n c e  o r  m i s c o n d u c t  in the p e r f o r m a n c e  of 
d u t y ,  and i n d e m n i f i c a t i o n  u n d e r  t h i s  p a r a­
g r a p h  is n o t  e x c l u s i v e  of o t h e r  r i g h t s  to 
w h i c h  t h e  d i r e c t o r ,  o f f i c e r  o r  a g e n t  m a y  be 
e n t i t l e d .

cc: Mr. F r a n k  M. Homan, C h a i r m a n ,
C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  Bank

Mr. F r a n k  Orth, F i n a n c i a l  C o n s u l t a n t  
to C o m m e r c i a l  F i s h i n g  and A g r i c u l t u r e  B a n k

Mr. L a r r y  B u t t e r f i e l d ,  S p o k a n e  B a n k  F o r  
C o o p e r a t i v e s

Mr. R. M. G o r d e t , Federal I n t e r m e d i a t e  
C r e d i t  B a n k  o f  S p o k a n e
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T ito wnntl gggpgHw m  m i’ 1IIIUH.HLM. . . ...................-  •
mcnt* lo eligible cooperative a?j*oelallon* nmt lo extend lo  them other
technical nnd financial assistance. Including but not lim ited lo disco' nt- 
Ins nolo* and other obligation*. guarantee* collateral cuo'ody, o- par­
ticipation w ith other hanks for cooperative* nnd commercial hank* or 
o ilie r 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 fo r cooperative* under regulations of the Farm 
Credit Adm inistration. Such regulations may Include provisions for
avoiding duplication between the Central Hank anti d istrict banks for
cooperative*. Each bank may own nil lease, or lease w ith option to 
purchase, to siockbohler* ellclble to borrow from the bank equipment 
nrrdvd In the operations of the stockholder.
l ’ub.L. S2-1S1. T itle  I I I .  f 3.7. Dec. 10. 1371. S5 Slat. COS.

H 2120. E lig ib ility
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 fo r purchasing, 
testing, trad ing, processing d istributing, or furnishing farm or aquatic 
supplies or furnishing farm business service* or service* to eligible co­
operative* and conform* to either of the two follow ing 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 Adm in istration; 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 w ith or fo r nonmember* In nn amount greater In valuo 
lhan the total amount of such business transacted by It w ith  or fo r 
members, excluding from the to ia l of number and nonmombcr busi­
ness transactions w ith the I'u lted States or any agency or Instru­
m entality thereof or service* or supplies furnished as a public u t i l i­
ty : and

(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 u tility  cooperative*), or such higher pcrcentago 
a t established by the d istrict board is held by farmers, producers 
o r harvesters of aquatic products, or eligible cooperative associa­
tions as defined herein;

shall be ells'H'le to borrow from ■ bank (or cooperatives.
Pub.L. 92-111. T itle  111. 1 3.8. Tec. 10. 1371, S i Slat. COS. amended Pub. 
L. 31-181. t H a l.  Dec 31. 19TS. 89 Stat. 10C0.

t  So la  o r ig in a l. A  comma a fte r  ‘• p rm lu ir r s "  waa p ro lm b ly  n»t lu trm le d .
t p t j  A m rm lm rr.1, S u l iw i . t i l l  * u . - r s .s ia i i .e  I IM a e y .  Y r  leirMstW*

S I-JM  «a<tfd i.rnv iM nn r i 'U i lo c  lu  TO |.«r M M u rr  and pu tia iae  •>( ruh. l . .  O c-iM . see 
■ r t i tu n i " I  vu lu .e  r u i i t f u l  Hi live ***»*• o f 11*74 l  .S tuO c C o n g  a n il A Ju i.A rw a , p. 
ru ra l r l r t in c .  irl»i>tn>»r. and p u b lic  ut III- JDK.
I )  ro o p v ra liv r* .

|  1*1110. Ovvm-ralilp of M w k by hot ix>v» er»
(a) Each borrower at the time a loan Is made by a bank fo r co­

operatives shall own at least one share of voting stock and shall be re­
quire*. by the hank w ith 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 fo r 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

220

Ins any quarter thereof, or upon such o ilier lasis ns ihe bank, w ith tlie
approval of the Farm Credit Adm inistration, determine* w ill provide 
adequate* capital for U ir operation or the hank and equitable ownership 
thereof among borrowers, lu 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 
Adm inistration 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 d istrict hank designated hy the Farm Credit Adm inistration.

(I*) Notwithstanding Die provision* ol subsection (a) of t i l l*  section, 
the purchase of »tork need not he required w ith  respect to that part of 
any loan made hy n hank fo r cooperatives which It sells to or make* in 
participation w ith  financial institu tion* other than any of the banks 
fo r cooperatives. In such cates the d istribution of earnings of the bank 
fo r cooperative* shall be on the hasla of the Interest In the loan re­
tained by such bank.
Pub.L. 92-181, TUI* I f f ,  { 3.3. Doc. 10. 1971. 85 Stat. COS.

h - l . l t .  I,nuns— In te re s t ra te s and rbarge*
(a) Loans made hy n hank for cooperatives shall hear interest at n 

rate or rates determined hy the l.oar.l of directors of the bank from 
time to time, w ith the approval of the Farm Credit Adm inistration. 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 fo r the Interest rate or rates 
to vary from time to time d jr lt tg  the repayment period of the loan, In 
accordance w ith  the rate or rales currently being charged by the hank.

V ffw rllr
fb ) Loans shall he made upon such terms, condition*, and security, 

If any. as may he determined hy the bank in accordance w ith regulations 
of the Farm Credit Adm inistration.

t.lrn
(c) Kach bank fo r cooperative* rtir.ll have a firs t 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 ,o an 
eligible cooperative by the Central Dunk, the Central Hank shall have a 
firs t lien on the dock and equities of the borrower In the d istrict bank 
and tho district bank shall have a Hen thereon Junior only to the lien of 
the Central Hank.

f n n r r l l n l h i i w  n|*eHr**llnn nn l i u l r h l n l n r s *
(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 fo r 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 o ilie r equity In the hank owned by or allocated 
to such borrower, at the-fa lr 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 d istrict 
bank on account of such Indcbtrdnx’**, shall bo retired or equitably ad­
justed.
Pub.L. 91-181, T itle  I f f .  |  3 10. Dec. 10. 1971. 8S Stat. (08.

6 lHUX Kartilng* nnd rvnrrxe«; application of so. Inge— Application 
of sating* xx hen luuik Inis n iils fittid ing »lork held by Gotcrnor

(a) Each hank fo r 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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THE PRECEDING PACES WERE TREATED AS 

A UNIT IN THE ORIGINAL FILE.





COMMITTEE REPORT 
SENATE

3 / 1 / 7 3

Mr. P r e s i d e n t :  

T h e  C o m m i t t e e  on STATE A F F A I R S

F U R T H E R :  Finance

D a t e :  ^  /r / / 7

has h a d  CSHB

Relating to p r e p a r a t i o n  and distr i b u t i o n  of a :axpayer'a summary of the budget

u n d e r  c o n s i d e r a t i o n  and (a m a j o r i t y  of the c o m m i t t e e )  (the c o m m i t t e e )  

r e p o r t s  it b a c k  w i t h  the f o l l o w i n g  r e c o m m e n d a t i o n s :

[ / ]

[ ) 

[ 1

( ] 

[ ] 

I 1

do p a s s  [ ] do not pass

do p a s s  w i t h  a t t a c h e d  a m e n d m e n t s (s )

r e p l a c e  w i t h  CS for ____________________________________

and r e c o m m e n d s  ___________________________________________

[ ] s a m e  t i t l e  
( j n e w  t i t l e

A N D  a t t a c h e s  a " L e t t e r  of I n t e n t "  ( ] N e w  F i s c a l  N o t e

r e p o r t s  1t b a c k  w i t h o u t  r e c o m m e n d a t i o n

r e f e r r e d  to t h e ____________________________________________ C o m m i t t e e

M E M B E R S  S I G N I N G  

DO PAS .

\"t t 1 / LI r  U l  l< I

M E M B E R S  H A V I N G  
O T H E R  R E C O M M E N D A T I O N S :

H L ± JtLL.
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O r i g i n a l  Sponsor: R o g e r

C S H B  34 A n  act r e l a t i n g  to the p r e p a r a t i o n  ancl 
a t t r i b u t i o n  of a t a x p a y e r s’ s u m m a r y

H. St. -

o f  the budget.

S U M M A R Y

T h i s  b i l l  a m e n d s  the e x i s t i n g  s t a tutes b y  a d d i t i o n  o f  a new

s u b - s e c t i o n  w h i c h  r e q u i r e s  the D e p a r t m e n t  of R e v e n u e  to i n cl ude

w i t h  e a c h  set o f  t ax forms a s u m m a r y  o f  p r o p o s e d  e x p e n d i t u r e s

a n d  the s o u r c e  of f u n d i n g  for the e x p e n d i t u r e s  in e a c h  p r o g r a m  

c a t e g o r y .

S U P P O R T I N G  I N F O R M A T I O N

W i l l  get f r o m  R e v e n u e  t omor r o w  3/14/79

F I S C A L  N O T E : A t t a c h e d  w i t h  analysis

R E L A T E D  L E G I S L A T I O N :

V O T I N G : H o u s e -  Yes-31, No-1

H o u s e  Finance- Do Pass-5, No rec.-4.

I N T E R E S T E D  PARTIES: O r i g i n a l  sponso r-Rogers

Dept, of Revenue

Dept, of Admin, Div. of Budget &  M g m t ?





O r i ginal Sponsor: Rogers

CSHB 34 An act r e l a t i n g  to the p r e p a r a t i o n  and 
distr i b u t i o n  of a taxpayers' summary 
of the budget.

H. St. Aff.

SUMMARY

This bill amends the e x i s t i n g  statutes b y  a d d i t i o n  of a n e w  

sub-section w h i c h  requires the D epartment of Revenue to include 

w i t h  each set of tax forms a summary of p r o p o s e d  expendi tures 

and the source of funding for the expenditures  in each p r o g r a m  

category.

i— IaJ> r1 / ■

KyA P

a -. ybtJL.

Caai / / 4 I < //« ^e.AXi/

/-t-x

n ;
u i u

c— *

r



SENATE STATE AFFAIRS

M a r c h  19, 1 9 7 9

C S H B  34 A n  A c t  R e l a t i n g  to t h e  p r e p a r a t i o n  and d i s­
t r i b u t i o n  o f  a t a x p a y e r ' s  s u m m a r y  of t h e  b u d g e t

S U M M A R Y

T h i s  l e g i s l a t i o n  w o u l d  a m e n d  4 3 . 2 0 . 1 G 0  to i n c l u d e  in e a c h  

set of i n d i v i d u a l  tax f o r m s  a s u m m a r y  of p r o p o s e d  e x p e n d i t u r e s  

and t h e  s o u r c e  of f u n d i n g  for t h o s e  e x p e n d i t u r e s .  Tlie s u m m a r y  

w o u l d  n o t  b e  a n y  l o n g e r  t h a n  6 pag e s .

F I S C A L

T h i s  legisl a t i o n  wou ld cost $16,300 in FY 00. P lease reft4 

1 1 the a t t a c h e d  fiscal note and additi o n a l  c o m m e n t s  by thr 

D e p a r t m e n t  of Revenu e
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t cc-'d j l s - i l - q  (

CV{.W 4 . if. o ^ ' r ,
j l n ,  -V).THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE
FISCAL NOTE

I. REQUEST
Bill/Resolution N. . . . .   ................................................................. .......................
Title Preparation l. Distribution ol a Taxpayer's-1 Summary ol the Budget 
Requested by State flTTairs Committee _____________  pate 2 - 1 2 - 1 9

II. FISCAL DETAIL 
Agency Affected R evenue
Program Category Affected G e n e ra l Governm ent
Budget Request Unit(s) Affected A d m in i s t r a t i v e  S e r v ic e s

EXPENDITURES (Thousands of Dollars)

FY 79 FY CO fy  n i FY 82 m "  FY 83 FY 01
100 PERSONAL SERVICES
200 TRAVEL
rT00 CONTRACTUAL 10. i 1/. i 17.9 18.9 19 8
400 COMMODITIES
,S00 EQUIPMENT
f.00 LAND A STRUCTURES
7Q0 GRANTS. CLAIMS. ETC.

— >—  • ■ - - - —

FUNDINQ (Thousands of Dollars)
GENERAL FUND 16.3 L 17.1 17.9 18. J) _ . 19.8
FEDERAL FUNDS
OTHER (Socci y)

m s m o y s

FU| i y iM t - 1
PART TIME
I iM I^ K A R Y - ..................................... ;:

II I. ANALYSIS (Sec Fiscal Note Preparation Instructions, Section III)

I j c the attached analysis

IV. DAT li 7 - 1 6 - 7 9  pp. r PA It I i) BY__________A v/flM  ■ _
AGINCY ... 
PHONE  __Origins! I r|Mslj t i* i I n ia i.if 

cc. * lludcot and Man itv in rn l
Prune SpntuM (I ir*.t legislator Named)

Revenue
JIT

j i i *1.- ■ !(■..



with each ret of tax forms. These six pages will be printed front 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.

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 -

. Printing, Binding 6 Shipptn*. fthree pages printed
front and back added to on*- 34—page tax booklet
times 230,000 booklets **

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.

4
4
y
>

198

16,100

$16,298



February 8, 1979

House State Affairs Committee Chairman.'s Report

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.

CS HB 34
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