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The actual process of company development can proceed in a positive or negative way depending on dif­
ferent factors. A  little-appreciated fact in starting or sustaining companies is that the structure of finan­
cial assistance employed needs to be appropriate to the situation of the company.

Five of t.he strategic components were:

1. Rural Development
2. Venture Capital
3. Start-up Financing and Expansion
4. Development or Investment Banking
5. Microbusiness

A  significant portion of the A R R C ’s time and money were invested in companies falling into these five 
components. However, in pursuit of its more general development finance role, the A R R C  also went on 
to define further components which were not acutal businesses:

6. Key Industrial Initiatives
7. Research and Development
8. Education and Information

Finally, a ninth category of investment emerged in a de facto way: the restructuring of company capital 
was not one of the original strategic components. It became a major economic and political issue for the 
A R R C  when the organization acted as investment conduit for the legislature’s $15 million Commercial 
Fish Purchasers Assistance Fund of 1980 and its companion, the Forest Products Producers Assistance 
Fund.



Performance 1979-81

It is t f . ,asic thesis of this essay that, the A R R C  made a great deal happen in real, practical, measurable 
terms — not theory but working companies; not concepts but jobs; ro t ideas but payroll dollars in 
Alaskan pockets and tax dollars returning to the state. By analyzing the performance of the A R R C  in 
each of its strategic components it is possible to crea.e a composite picture of that success.

Rural Development
I lie ARRC sought to support 

those enterprises which promised 
compatibility with the markets, 
cultures, resources and labor 
supply found in rural Alaska.

While it is commonplace to see renewable resources being obtained in rural areas, it is far less usual to 
find functioning small enterprises established there. There are many reasons why running rural 
businesses is so hard and it goes alrousr without saying that the value of any business in rural Alaska 
must be judged by rural needs.

Kokechik is a rural business — a fishing enterprise funded by the A RP .C . It is made up of Native people 
from three local villages on Cape Romanzof in western Alaska.

Their plan as initially presented was to fish for herring, a local and underexploited resource, and prepare 
the roe for shipment to Japan. They needed support for the construction of aluminum boats which 
would be seaworthy in local waters.

When the A R R C  clarified and analyzed the Kokechik business plan with the villagers, a number of 
assumptions were changed. Among them was the decision that aluminum boats would be too costly and 
difficult to mai: tain.

A n  alternative was devised. Wooden boats were designed and the parts cut to order in Port Townshcnd. 
Villagers were trained in construction techniques; then all parts and the needed jigs were shipped to the 
villages where the boats were actually built.

Kokechik now has its own expanding fleet of small vessels profitably engaged in the herring roc fishery. 
Because they can build or repair their own boats and because they have developed a fishery appropriate 
to their skills and resources, the villagers have gained a good measure of local control over their lives. 
They have increased the resilience and productivity of their community.

By many common measures of financial productive;, this relatively small A R R C  investment would not 
be deemed more than a modest success. But in tcrr:,r, of rural Alaska it has to be seen in light of bring­
ing work and cash into small communities — and doing so on a scale and with technology that was con­
sistent with local need: and standards.

Kokechik provided a useful prototype experience for the A R R C  in developing business enterprises in 
rurai Alaska.
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Venture Capital
Venture financing commonly 

demands extrememly high 
average returns on investment, 
new or state of the art products 
and processes; relatively risky 
equity financial commitments to 
companies; and intensive 
management counselling with 
the leadership of these firms.

Measured against these traditional and narrow criteria, few enterprises within Alaska would ever be con­
sidered as worthy of "venture capital" investments.

The population of Alaska has also been quite sparse compared to states which have what are considered 
to be true venture capital opportunities. There are not a large number of would-be company founders 
with the needed management skill and operating experience to start and run businesses. For these and 
other reasons the venture capital industry is quite modest in the Northwest and virtually non-existent in 
Alaska.

Another factor weighing against venture opportunity is that historically there has been little money 
available in Alaska to divert from pressing immediate needs. Purposes like research and development, 
which tend to create totally new opportunities, have necessarily taken a low priority.

Because Alaska has relatively little research and development the oft repeated '-ope of the legislation, 
that indiginous new technology would be a substantial clement of economic development in the state, 
may have been less than realistic.

One A R R C  investment did meet the criteria for venture capital investment and that was T E P A . As 
those familiar with how this investment was interpreted, it was also and unfortunately one of the 
A R R C ’s most controversial and damaging investments so far as its public image and credibility were 
concerned.

To  show why T E P A  was a classic venture investment, one needs to consider the facts. T E P A , an Alaska 
company owned by Alaskans, presented plans for a new, energy-cffick ,irocess which converted fish 
wastv :o a commercially desirable higlvprotcin meal. The advantages to m of converting what is 
now only an environmental problem into a new product and source of were extremely
attractive.

Looking towards future and potential new industrial development, an efficient Alaska-based fish meal 
pro. css could be significant, indeed necessary to whitefish production, where up to 80% of the fish is 
scrap. P. 'i pectiv, manufacturers of high-protein animal feed from Delta barley would stand to benefit 
from lo ,.ly produced fish meal, as would the ultimate users of the feed in a developed Alaska red meat 
indusrry. The process can even yield an organic fertilizer as an additional and desirable by-product.

Whatever T E p.V s ultimate achievement (or lack thereof), tlte investment serves to illustrate how venture 
captiol money is both needed and can have extremely valuable long-range benefits for Alaska.



Development or 
Investment Banking

The ARRC served as a 
catalyst between people, financ­
ing and opportunity to combine 
local investment opportunities 
with sources of finance beyond 
its own; and provided ongoing 
commitments of management 
time and expertise.

This type of investment is a highly active and even original form of financing. It usually finances 
businesses beyond their start-up phase and which are undergoing stress such as rapid change.

Icicle Seafoods provided the A R R C  with its major experience in this type of finance.

Icicle is an important company in Alaska with over $100 million in sales for 1981. Owned by Alaskans, 
it employs some 2,790 people in communities all along the coast from Petersburg to Akutan. The wages 
paid, and goods and services bought by Icicle have in recent years become important to the communities 
in which the company operates.

Icicle enjoyed sevenfold increases in sales over the past decade and while this is cause for congratulation, 
it can also be a cause for caution in an Alaska business. Icicle was forced to resort to short term debt 
and similarly to find ways to finance ever-inflating operating expenses. Awaiting payment for its inven­
tories became a costly proposition.

A n  essential chararrr^stic of debt service is its regularity; payments are made on a strict schedule. When 
a significant portion of the worth of any company like Icicle is tiec. jp  by '.oans, or the loan terms are 
inappropriate, that business is in danger of losing control of its operation,.

In recognition of its essential soundness and of the desirability of keeping control of Icicle in Alaskan 
hands, the A R R C  took a leadership role in creating an iovcacment which would allow Icicle to operate 
without overwhelming pressure from debt service.

Sohio, one of the world’s largest oil companies, was brought in as a partner with the A R R C . A  measure 
of success for the venture to the date of this report is the fact Icicle remains a tax-paying Alaska com­
pany. It has availed itself of normal short-term financing in the commercial banking industry. It provides 
jobs and a healthy amount of exported product.
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Such capital is used to begin 
new businesses or to help 
established ones grow in 
reasonable ways. It strongly 
resembles venture capital invest­
ment except ror far lower expec­
tations in terms of payback.

Startup and Expansion Because start-up and expansion investments are . 0 easily defined, they carry with them the paradoxical 
danger of oversimplification. A  small business is very vulnerable if for no other reason than it is small 
and can little afford mistakes or hard times.

When such a business gets its initial start in life or stretches its resources to expand, the enterprise is 
very often at risk because it lacks cash — everything is tied up in "he company. Many small businesses 
therefore require the "breathing room" provided by equity investors.

Unfortunately the prospect of making equity investments in new enterprises or expansion is often unat­
tractive. Small businesses are often risky or very long-term propositions, which are difficult and expen­
sive to evaluate and monitor. But the investments have to be made in order for Alaska to gain the very 
substantial benefits that new or growing enterprises provide rhe smte and its people.

The Alaska Bait Producers of Tenakee Springs is a start-up company which began with A R R C  financ­
ing. The company converts an underutilized resource, herring, into a premium frozen bait which com­
petes directly with imported baits. Success for Alaska Bait means the productive use of a renewable 
resource, the provision of jobs and the displacement of imports — all desirable economic goals of the 
A R R C .

SeaWard Shipyards in Ketchikan provides a different set of benefits, aimed at the fishing and timber in­
dustries. With the assistance of funding from the A R R C , SeaWard became able to provide boat and 
barge maintenance services out of Ketchikan. A n  alternative to the long trip to Puget Sound, captains 
can save on costly fuel, expensive crew time and unproductive time away from the fishery.

Greatland Farms used its A R R C  investment to start something new for Alaska — a mushroom farm. Its 
goal was to produce up to 50% of the mushrooms now imported into Alaska. Mushrooms are a special­
ty item, and they offer very good value added for the labor and materials required. And each dollar 
spent on Greatland mushrooms is a dollar available for re-use within Alaska.

The Aleut ini 1 Dragon, the Alaska Star and the Arctic l-'ishcr are all floating fish processors. The:,c relatively 
small but fully operational units prc vide markets for many small cot. al communities which lack pro­
cessors of their own. Each vessel was financed initially with an investment from the A R R C .

Expansion projects can have dimensions of benefit which are quite similar to entirely new enterprises.

Seafoods of Alaska in Sterling uses Yukon River king salmon to produce a valuable specialty smoked 
product. With money from the A R R C , the company expanded its smoking capacity, installed freezers to 
enable year-round operation (and employment) and upgraded their marketing efforts to sell the greater 
output.

Mastercraft Kitchens and Alaskan Wood Products in Anchorage also increased their exports with 
assistance from the A R R C . The company uses Alaskan woods to produce a high-quality line of cabinet­
work. It had been very successful in the Anchorage area and wanted to increase production. With 
money from the A R R C , — money available no place else — the organization met its growth goals.

The story at Alyeska Candy Kitchens was similar. The company, which makes confections based on 
Alttska wild berries, needed new machinery to become more productive. Tourism and a growing demand 
for their product made it imperative. With the A R R C  as investor, Alyeska was able to make the needed 
expansion.
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Microbusincss
[ his strategic component 

addressed the very special needs 
of companies made up ol very
fenv people such as the one- 
person or family enterprise.

Capital Restnivure
The process 01 convening im- 

practical and potentially destruc- 
tive forms ol capital to more 
workable financinp is termed 
"restructuring."

Where almost anybody understands the old saying "it takes money to make money," very few have ever 
heard "if takes money to lend and invest money." These unavoidable and often high expenses are frequer ly 
referred to as "transaction costs."

Such costs make it difficult or even impossible to borrow the relatively tiny sums required by a person 
committed to opening a microbusiness. The need for cash in rural areas and the need for untried 
business people to get experience are unlikely to provide more than barely adequate paybacks on in­
vestments made.

The A R R C , an instrumentality of the state charged with renewable resource development, was justifiably 
able to absorb or defer costs and r.ear-term profit in the interests of encouraging Alaskans to run pro­
ductive businesses.

The tiny companies which come under the component “ micnbusincss" may barely pay their own way.

However, small sreps are far preferable to no steps at all. Every indication leads to the conclusion that 
Alaska needs to buiid a class of experienced, willing business people within the state if it is to tee 
development take place.

Steik Enterprises in N inilchik is an example of this kind of rural microbusiness. It is a Native-owned 
sawmill operation which will supply the logs needed for twenty homes, and certain sawmill products. A  
local resident can market the products.

Jobs were in fact created by Steik, and by Pine’s Sawmill — a similar operation in Tok . Rut it could be 
argued that a major benefit, exclusive of job and income, was the experience itself — for the company 
founders and the employees alike. Such an experience can, it is hoped, yield future economic dividends 
from even wider and more far-reaching activity.

One phrase used to describe the process of debt restructure is that it allows a company to “ work out" its 
debts rather than "sell out" its assets in bankruptcy.

As noted earlier, the restructuring of capital was not an original strategic component. But because the 
A R R C  could make investments of th? needed depth, breadth and complexity needed by the highly 
leveraged fish companies, it was the legislature’s choice to invest the $15 million Commercial Fish Pro­
cessors Assistance Fund, 1980 and further resources in the Forest Products Producers Assistance Fund.

Under provision of the Fish Processors Assistance Fund, the A R R C  was permitted to suspend its normal 
standards for judging business investments. A  perceived weakened market for ..almon due to the collapse 
and predictions for record i t resulted in the investment of the enr; $15 million in just ten weeks.
The A R R C  gave the companies back a great deal of control over their commercial futures by restructur­
ing their finances.
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The Assistance Fund money created a large but, measured over the long run, temporary imbalance in 
the A R R C  portfolio. As investments were made in other renewable resource areas, the proportion of fish 
investment would have dropped. Th is would have been accelerated by the A R R C  policy of pressing for 
the timely repurchase of state-held equity by private owners.

A  number of familiar names in the industry received capital restructure investments: Ball Brothers; Mar­
tin Seafoods; Alaska Timber and the heatedly discussed Salamatof Seafoods.

The results of these major investments will, like most equity investments, require considerable time to 
mature and become profitable, if at all. Whatever the eventual outcome the fact remains that the com­
panies supported by the A R R C  during their financial difficulties arc still controlled by Alaskans, still 
paying taxes, providing jobs and still creating valuable products with the st" .e’s renewable resources.

The Schn.'bel Lumber Company of Haines provides a useful insight into how capital restructuring can 
operate. T i e miM was faced with a problem: how to dispose of wood waste in compliance with en­
vironmental requirements. Such systems cost a great deal of money and Schnabel’s capital structure 
would not tolerate such a huge load, but without the compliance they could not operate.

In conjunction with a special legislative initiative, the A R R C  supplied Schnabel with credit and manage­
ment counsel to assist (among a variety of things) with the purchase of a system which generates elec­
tricity using wood waste as fuel. Power produced over and above Schnabel’s needs will meet most of 
local community’s requirements.

Management innova.ions were also put to work at Schnabel. One was the institution of a “ plant diver­
sification fund." Under its provisions a portion of company earnings will be set aside until Schnabel can 
purchase needed equipment to expand its producr line into dimension-cut lumber. Given Its geographic 
location, the company may be able to both make more money and simultaneously displace imported 
dimension lumber with Alaskan p' duct.

Another innovation at Schnabel was that of the Employee Stock Option Plan. Th is plan gives the 
employees the chance to buy Schnabel stoc* held by A R R C  — in effect giving the people with the big­
gest stake in Schnabel’s success a chance to share more fully.

1 he Stock Option Plan provided valuable precedent in more than one way because it is a mechanism by 
which the A R R C  can ensure the timely return of its equity interest to private ownership. The tool of 
equity finance is invaluable, but it is not a long-term commitment intended to create a class of state 
owned business and industry.

Most of the A R R C ’s activity and by far the greatest proportion of cash invested in the A R R C  portfolio 
is in the various components of company development. But because the A R R C  was also intended to 
perform industry development, .. also made initiatives in that specialized field.

Industry development broke naturally into certain strategic components.



! his component wns defined 
.l'' encompassing the total study, 
planning and eventual invest­
ment to develop entire industries 
— the complex, inter-dependent 
weh including mutually suppor­
tive companies, talent and 
market development.

Key Industria l Initiatives There were two areas of concentration in the key industrial component: studies leading towards regional 
or industrial marketing initiatives; and the beginnings of integration between companies in Alaska by 
forming value-added industrial links between their products.

k
This last is most clearly illustrated in the unrelated A R R C  investment companies, Alaska Food Com­
pany and Trin ity  Resources. With backing from the A R R C , Alaska Food Company became the first 
company in many years to ship processed cod from a shore based plant in Alaska.

Its potential for making higher value-added products like breaded fish makes Alaska Food Company a 
much-needed step in the direction of higher-level industrial development. And its presence as a market 
for the long-discussed whitcfish industry makes it a potentially key element in what amounts to new in­
dustry for Alaska.

Trin ity  Resources was a different class of investment for the A R R C  than was Alaska Foods — a research 
and development effort aimed at investigating the practicality of automated long-line fishing for 
whitcfish. Its importance beyond that primary purpose was that it linked directly to Alaska Foods.

Separated, the two organizations are individual companies; considered as interlinked components they 
could have provided information and experience leading towards a vertically integrated industry for 
whitcfish.

The Yukon River and Kuskokwim forest studies were of more sweeping and long-range scope. They were 
each commissioned by the A R R C  to help communities in these regions determine the economic prac­
ticality of developing their local renewable timber resources. Alaska’s interior forests, unlike m st others 
in North America are in need of innovations in harvest, transportation and products if they are to 
become practical business assets.

The A R R C ’s Seldovia Day Fisheries study considered ways to create higher-value processed food pro­
ducts from underutilized rock and whitcfish species, and to do so from a day fishery with land-based pro­
cessing. A  traditional facility in Seldovia was essentially obsolete and the local people there were -• with 
the aid of the A R R C  — able to consider entirely new industrial alternatives.
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The ARRC was directed by 
legislation to concentrate on the 
applied development of practical, 
short-range solutions to practical 
problems rather than long-term 
or basic research which today re­
quires a sophisticated intrastruc­
ture of academic and business 
institutions.

Research and Deve lopment Because it has considerable visibility and valu in the public eye, and because it is exciting and in­
teresting, research and development investment is a category with considerable political and popular 
appeal.

A n  early research and development involvement was with an architectural firm in Anchorage. The 
A R R C  participated with a conventional lender to enable the architects to build one of the first solar 
homes in Alaska. The fuel-saving benefits of the solar home design were untried so far as the mortgage 
lender was concerned, so the A R R C  stepped in to guarantee that portion of the total money required.

Another energy-related investment was the A R R C ’s support of an engineering development project. The 
objective was to build a sturdy, low-maintcnance electrical generating unit whici. would gasify wood, 
even driftwood, for fuel

The engineers working on the system set themselves the goal of making it from wid iy available stock 
parts. Th is would help keep the price affordable and make the unit practical even i emote areas of 
Alaska. Naturally any use of wood gas for fuel would displace an equivalent amount of costly imported 
petroleum product.

The A R R C ’s flexibility as to financial tools is shown in its support of a demonstration for crabbing in­
terests in the state. The "Quick Pic" is a device used in the blue crab industry around the Chesapeake 
Bay and elsewhere to improve yields from shoulder meat. The A R R C  provided a deposit guarantee so 
Alaskan crab processors could see if it were applicable to local species.
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The ARRC supported efforts 
to gather information, to act as 
a clearinghouse for data, to 
educate Alaskans who might 
some day form companies, and 
to inform the general public on 
issues of economic importance of 
renewable resources.

Education and In fo rm ation One of the earliest and most persistent challenges facing the A R R C  was the relative scarcity of manage­
ment and company founder talent within the state's limited population. This was evident from the 
number and demonstrably limited quality of concepts proposed for funding.

With A R R C  support, the Entrepreneurial Studies program at Alaska Pacific University, began the ar­
duous, essential long-term task of training and motivating people to start sound businesses in Alaska. 
Like research and development, such educational efforts would require years to prove out, and like 
research and development, they seem essential if Alaskan business is to make major progress.

On a more particular topic the A R R C  helped fund the Alternative Energy Conference — a forum from 
which experts could speak to Alaskans about potentially valuable alternatives to expensive conventional 
energy use.

The A R R C  supported the foundation and operation of the Alaska Seafood Marketing Institute. This 
organization takes a broad educational and motivational marketing approach to the challenges of selling 
all Alaska seafood products.

Its work concentrates on the establishment of a desirable and top-quality image for Alaska seafood. As 
demonstrated by other organizations, skilled generic promotion helps sustain, increase and create new 
demand for promoted products and can even help pricing in relation to less well-known goods.

In  Sum m ation

If the A R R C  were to continue, it would certainly and necessarily continue renewable resource develop­
ment in ways consistent with those already underway. Given the learning experience of its relatively few 
months of funded activity the organization would do certain things differently. But the productivity of 
its total work to date seems to indicate that toe A R R C  was more of a success in principle and in prac­
tice than it ever communicated.

Despite the trustees' recommendation that die A R R C  as constituted be dissolved the br.sic ne^ds which 
inspired it still exist. Many agree that A ir ka needs to find ways to invest in itse'f — to create a 
healthier, self-sustaining economy.

The A R R C  experience seems to prove by example that strong business enterprises, however small or un- 
dramatic, are one of the very soundest of investments to make. They are productive. And they are made 
up of the very people most committed to building a future for themselves in Alaska. Finding ways to en­
courage their success cannot but help the state both in the near term and for the forsecable future.



ALASKA
RENEWABLE
RESOURCES
CORPORATION
Financial Statements 
and Schedules

June 30, 1981

(W ith A ccountants’ 
Report Thereon)

Pleat, M arw ick , M  itchell &  C a
Certified Public Accountants

Alaska Mutual Bank Building 
601 West 5th Avenue, Suite 700 
Anchorage, Alaska 99501

Board of Trustees
Alaska Renewable Resources Corporation:

We have examined the accompanying financial statements of Alaska Renewable resources Corporation 
as of and for the year ended June 30, 1981. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances.

As discussed more fully n note 2 to the financial statements, loans and investments amounting to 
$23,101,586 have been valued at fair value as determined by management, we have discussed with man­
agement their procedures for valuing such loans and investments and have inspected underlying docu­
mentation. While, in the circumstances, the procedures applied by management appear to be reasonable, 
determination of fair values involves subjective judgement which is not susceptible to substantiation by 
auditing procedures.

In our opinion, subject to the possible effect on the financial statements of the valuation of loans and 
investments determined by management, as described in the preceding paragraph, the aforementioned 
financial statements present fairly the financial position of Alaska Renewable Resources Corporation at 
June 30, 1̂ 81 and the result', of its operations for the year then ended, in conformity with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year.

The examination referred to above was directed primarily toward formulating an opinion on the finan­
cial statmcnts of Alaska Renewable Resources Corporation, taken as a whole. The supplementary data 
included in Schedules 1 through 3 are presented for supplementary analysis purposes and are not 
necessary for a fair presentation of the financial position and results of operations and changes in finan­
cial position of Alaska Renewable Resources Corporation. The supplementary data have been subjected 
to the auditing procedures applied in the examination of the financial statements and, in our opinion, 
subject to the possible effect on the financial statements of the valuation of loans and investments deter­
mined by management, as described in the second paragraph, are stated fairly in all mat -rial respects 
only when considered in conjunction with the financial statements taken as a whole.

August 29, 1981
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ALASKA
RENEWABLE
RESOURCES
CORPORATION
D evelopm ent Fund 
Balance Sheet

June 30, 1931

Assets_______________________________________________________________________________________

Cash $ 1,173,843
Interest bearing deposits 17,770,880
Certificates of deposit, pledged (note 3) 525,000
Other assets 72,376

Accrued interest receivable, loans (note 2) 1,175,909
Less reserve for possible uncollectible interest 384,528

Accrued interest receivable, net ____ 79’.,381

Loans receivable (note 2):
Agriculture 273,910
Commercial Fish Processors Assistance Fund 10,748,823
Fisheries 5,964,990
Forest assistance 164,276
Forest products 531,667

Total loans 17,683,666

Less reserve for possible uncollectible loans 261,147
Loans receivable, net 17,422,519

Investments in capital stock (note 2) 5,67 57

$ 43,435,066

Liabilities and Fund Balance

Accounts payable 2,558
Payable to Operating Fund 57,466
Excess interest earned, payable to State of Alaska 549,04 3
Fund balance 42,825,999
Commitments (note 5)

$ 43,435,066

See uccoin/xdivinj; notes to financial statements.
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ALASKA
RENEWABLE
RESOURCES
CORPORATION
Operating Fund 
Balance Sheet

June 30, 1981 Assets __________
$ 608,666 

151,989 
57,466

$ 818,121

Liabilities and Fund Balance______________

Accounts payable 
Accrued payroll
Legal fees payable to State of Alaska 
Excess interest earned, payable to State of Alaska 
Fund balance 
Commitments (note 5)

$ 818,121

125,944
26,045
57,466
40,331

568,335

Cash
Appropriation receivable from State of Alaska (note 4) 
Receivable from the development Fund

See mtmipunyinn notes to fiiumcial statements.
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ALASKA
RENEWABLE
RESOURCES
CORPORATION
Statements o f  Revenues, 
Expenses and Change in 
Fund Balances

Year ended 
June 30, 1981

20

Operating
Fund

D evelopm ent
Fund Total

Revenues:
State of Alaska $ 2,311,020 31,812,291 34,123,311
Interest income, loans - 1,993,430 1,993,430
Interest income, idle loans 40,331 502,788 543,117
Other - 759 759

Total revenues 2,351,351 34,309,266 36,660,617

Expenses:
Technical assistance - 94,648 94,648
Development grants - 167,439 167,439
Provision for possible uncollectible loans - 26!,!47 261,147
Provision for possible uncollectible

accrued interest - 384,528 384,528
Other - 3,065 3,065
Excess interest earned, payable to

State o f Alaska 40,331 804,561 844,892
Alaska Seafood Marketing Expenditures 631,66! - 631,665
Operating expenses:

Salaries and benefits 555,213 - 555,213
Professional services 150,449 - 150,449
Legal 137,649 - 137,649
Travel and moving 68,962 - 68,962
Office rent 58,960 - 58,960
Office equipment rental 36,764 - 36,764
Utilities 27,554 - 27,554
Supplies 21,703 - 21,703
Printing and binding 8,776 - 8,776
Other 44,990 - 44,990

Total expenses 1,783,016 1,715,388 3,^8,404

Excess of revenues over expenses 568,335 32,593,878 33,162,213

Fund balance at beginning of year - 10,232,121 10,232,121

Fund balance at end of year $ 568,335 42,825,999 43,394,334

See ticcomlHinyim» nores to f in anc ia l s ta icm cm .



ALASKA
RENEWABLE
RESOURCES
CORPORATION
Notes to
Financial Statements 

June 30, 1981

(1) Summary o f  Significant 
A ccounting Policies

State Appropriations

Interest Incom e

Loan Principal

N on-Accrual Loans

Hquity Investments

Income 'Faxes

Alaska Renewablf Resources Corporation (ARRC) is a public corporation created by the Alaska 
Legislature in 1978 to promote the development and sustained use rc Alaska’s renewable resources.
Funds for ARRC have been appropriated by the Legislature f-jm proceeds received by the State from 
mineral leases, rentals, bonuses, and royalties or> minerals produced on state lands. The significant 
accounting policies applied in accounting for these funds are as follows:

Funds appropriated by the State for operating purposes are accounted (or as revenue in the Operating 
Fund. Funds appropriated for loans, investments, technical assistance and grants arc accounted for in 
the Development Fund.

Interest on loans is recognized L.come only to the extent that management considers it collectible. 

Principal repayments on loans are available to ARRC for additional loans.

1 he accrual of interest on loans is discontinued when payment of principal or interest is considered to 
be doubtful of collection. Interest income on non-accrual loans is recognized only to the extent payments 
are received.

Investments in cnpitii stock are carried at net realizable value as determined by management.

ARRC is a political subdivision of the State of Alaska and, therefore, by statute, is exempt from state 
and federal income taxes.
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(2) Valuation o f  Loans 
and Investments

R e t ir e m e n t  Plan

(3) Pledged Assets

(4) A ppropriation  Receivable 
from  the State o f  Alaska

(5) Com m itm ents

All employees of ARRC participate in the State of Alaska Public Employees Retirement System (PERS). 
All pension costs are funded by the State as they accrue.

Loans are made at interest rates of 10% to prime plus 3% and for terms of several months to several 
years. Most loans are secured by property or equipment. A valuation allowance is provided for loans 
and accrued interest receivable when management and the Board of Trustees determine that a loan or 
accrued interest receivable may not be collectible and that the collateral securing the loan or accrued 
interest receivable may be insufficient to recover the recorded balance. At June 30, 1981, management 
has established a $261,147 provision for possible uncollectible loans and a $384,528 provision for possible 
ur "ollectible accrued interest receivable.

In determining the necessity for a valuation reserve, managment relies on financial data of invest es and 
estimates the effects of future developments on the investee companies. All equity investments are valued 
at cost since, in management’s opinion, insuffic:ant time had elapsed since initial investment to deter­
mine any appreciation or depreciation in the investments, although management has determined that 
underlying collateral would be sufficient to liquidate its investments without loss.

Rather than loaning funds a'rcctly to ir.a'cstees, ARRC may assist them in obtaining loans from banks 
by depositing funds at a bank as security for a loan. At June 30, 1981, $525,000 was deposited with 
banks as security for loans made by the banks.

This receivable represents funds fc ayment of accounts payable balances at June 30, 1981.

In the normal course of business, there arc outstanding various commitments such as guarantees and 
commitments to extend credit, which are not included in the a«.companying financial statements, includ­
ing loan guarantees of $180,000, undisbursed loan funds of approximately $625,000 and $13,674,000 of 
tentative loan commitments to investees. No material losses arc a iticipated as a result of these 
transactions.



ALASKA
RENEWABLE
RESOURCES
CORPORATION
Loans R eceivable 

June 30, 1981

Schedule 1

Com pany A m oun t
A. Agriculture:

Alyeska Candy Kitchen 
Anchor Renewable Farms 
Grear'and Farms

B. Commercial Fish Processors Assistance Fund: 
Ball Brothers, Inc.
Salamafof Seafoods, Inc.
Martin Clark 
American Eagle 
Alaska Food Co.
Icicle Seafoods, Inc.
New Seward, Inc.

C. Fisheries:
Kokechik 
Pacific Barge 
Sea Fisher 
TEPA
SeaWard Shipyard 
American Eagle 
Martin’s Seafood 
Trinity Resources 
Alaska Fish 
Alaska Bait Producers 
Sterling Sea^ods 
Alaska Food Co.
Ball Brothers, Inc.

D. Forest Products Assistance Fund: 
Alaska Timber Corp.

34,785
119,125
120,000
.273,910

3.000.000 
2,575,491

373,332
50,000

3.000.000 
400,000

1,350,000
10,748,823

293,778
121,980
200,000
348,489
480,000
250.000
450.000 
296,048
125.000 
292,129

1,125,000
1,232,566

750.000 
5,964,990

164.276
104.276

E. Forest Products:
Woody ard 39,167
Steik 55,000
SeaWard Ship, ard 100,000
Pine’s Sawmill 22,500
Mastcrcraft 315,000

531,667

Total loans $ 17,683,666 
— ■ .......  23



ALASKA
RENEWABLE
RESOURCES
CORPORATION
Investments in 
Capital Stock

June 30, 1981 

Schedule 2

ALASKA
RENEWABLE
RESOURCES
CORPORATION
D evelopm ent Grants 

June 30, 1981

Schedule 3

24
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Com pany A m ount Industry

TEPA $ 200,000 Fish
SeaWard Shipyard 150,000 Forest Products
Trinity Resources 255,000 Fish
Kokechik 490 Fish
Ball Brothers, Inc. 500,000 Fish
Alaska Bait Producers 85,000 Fish
Alaska Food Co. 500,000 Fish
Alaska Woods, Inc. 100,000 Forest Products
Greatland Farms 50,000 Agriculture
Mastercraft 100,000 Forest Products
Salamatof Seafoods, Inc. 316,111 Fish
Alaska Fish 125,000 Fish
Sterling Seafuods 100,000 Fish
New Seward, Inc. 150,000 Fish
Icicle Seafoods, Inc. 3,047,466 Fish

$ 5,679,067

Com pany Am ount Industry

Trinity Resources $ 36,395 Fish
Future Farmers 2,344 Agriculture
Agriculture Symposium 13,700 Agriculture
APU Entrepreneurial Chair 100,000 General
Alaska Longline Fishermen’s Association 15,000 Fish

$ 167,439



B a l a n c e  S h e e t s

Decembe r  31 a n d  J u n e  3 0 ,  1981

( U n a u d i t e d  -  S e e  Ac company in g  C o m p i l a t i o n  
R e p o r t  o f  P e a t ,  M a rw i c k ,  M i t c h e l l  & C o . )

ALASKA RENEWABLE RESOURCES CORPORATION

A s s e t s

Cash
I n t e r e s t  b e a r i n g  d e p o s i t s
C e r t i f i c a t e s  o f  d e p o s i t ,  p l e d g e d  ( n o t e  3 )
O t h e r  a s s e t s

A c c r u e d  i n t e r e s t  r e c e i v a b l e ,  l o a n s  ( n o t e  2 )
L e s s  r e s e r v e  f o r  p o s s i b l e  u n c o l l e c t i b l e  i n t e r e s t  

A c c ru ed  i n t e r e s t  r e c e i v a b l e ,  l o a n s ,  n e t

L o a n s  r e c e i v a b l e  ( n o t e  2 ) :
A g r i c u l t u r e
C om m e r c i a l  F i s h  P r o c e s s o r s  A s s i s t a n c e  Fund
F i s h e r i e s
F o r e s t  a s s i s t a n c e
F o r e s t  p r o d u c t s

T o t a l  l o a n s  r e c e i v a b l e

L e s s  r e s e r v e  f o r  p o s s i b l e  u n c o l l e c t i b l e  l o a n s  
L o a n s  r e c e i v a b l e ,  n e t

I n v e s t m e n t s  i n  c a p i t a l  s t o c k  ( n o t e s  2 an d  5 )

$ 3 9 7 , 3 8 1  
1 4 , 7 6 7 , 6 7 7  

5 2 5 , 0 0 0  
5 8 , 4 0 1

1 , 7 8 2 , 5 0 9
1 7 , 7 7 0 , 8 8 0

5 2 5 , 0 0 0
7 2 , 3 7 6

2 , 1 5 8 , 3 4 9
3 8 4 , 5 2 8

1 , 7 7 3 , 8 2 1

1 , 1 7 5 , 9 0 9
3 8 4 , 5 2 8
7 9 1 , 3 8 1

4 8 8 , 2 4 0
1 0 , 9 5 0 , 2 1 0
7 , 1 0 3 , 2 8 1

7 9 2 , 3 0 9
5 6 0 , 6 6 7

1 9 , 9 0 0 , 7 0 7

2 7 3 , 9 1 0  
1 0 , 7 4 8 , 8 2 3  
5 , 9 6 4  9 9 0  

1 6 4 , 2 7 6  
5 3 1 , 6 6 7  

1 7 , 6 8 3 , 6 6 6

2 6 1 , 1 4 7
1 9 , 6 3 9 , 5 6 0

2 6 1 , 1 4 7  
1 7 , 4 2 2 , 5 1 9

7 , 6 4 6 , 4 6 0 5 , 6 7 9 , 0 6 7

$ 4 4 , 8 0 8 , 3 0 0 4 4 , 0 4 3 , 7 3 2

L i a b i l i t i e s  a n d  Fund B a l a n c e

A c c o u n t s  p a y a b l e  
P a y a b l e  t o  O p e r a t i n g  Fund
E x c e s s  i n t e r e s t  e a r n e d ,  p a y a b l e  t o  S t a t e  o f  A l a s k a  
Fund b a l a n c e  
Commitments ( n o t e  4 )

1 , 2 2 5  2 , 5 5 8
5 7 , ^ 6 6

1 , 0 9 7 , 2 2 6  5 8 9 . 3 7 4
4 3 , 7 0 9 , 8 4 9  4 3 , 3 9 4 , 3 3 4

$ 4 4 , 8 0 8 , 3 0 0  4 ^ , 0 4 3 , 7 3 2

S e e  a c c om p an y in g  n o t e s  t o  f i n a n c i a l  s t a t e m e n t s .



ALASKA  RENEWABLE  RESO URCES  C O RPORAT ION  

L e g i s l a t i v e  R e c o m m e n d a t i o n s  

1 9 8 2

P r i n c i p a l  
P r o b l e m  E x p e r i e n c e d ________

1 .  R e d u n d a n t / a m b i g u o u s
t o p  m a n a g e m e n t  a u t h o r i t y

2 .  G o a l  a m b i g u i t y /
s t r a t e g i c  c o n f u s i o n

3 .  O p e r a t i o n a l  b u r e a u c r a c y

4 .  P u b l i c  c o n c e r n s  a b o u t  
m a r k e t  p o w e r

R e a s o n P o s s i b l e  R e m e d y
R e c o m m e n d e d

S o l u t i o n

1 .  T h r e e  t r u s t e e s  o f  e q u a l
a u t h o r i t y  a n d  r e s p o n s i b i l i t y

1 .  C h a n g e  B o a r d  s t r u c t u r e 1 .  P / T  b o a r d  o f  s e v e n  
m e m b e r s ,  m a j o r i t y  
f r o m  p r i v a t e  s e c t o r

U n c l e a r / u n f o c u s e d  2 .  R e s t r i c t  i n v e s t m e n t s  t o  R & D , 2 .  L e g i s l a t e d  f o c u s  a s
l e g i s l a t i o n  s t a r t - u p s ,  a n d  e x p a n s i o n s  o f  s h o w n  t o  l e f t  u n d e r

v e n t u r e s  w i t h  l e s s  t h a n  $ 2  m i l l i o n  " p o s s i b l e  r e m e d y "
no t-  T .m - r -  n - r n n  cTT*nnt*i n o  n n w n r s

3 .  D e p a r t m e n t  o f  R e v e n u e /
D e p a r t m e n t  o f  A d m i n i s t r a t i o n  
p e r c e p t i o n s  o f  t h e i r  
r e s p o n s i b i l i t i e s  o v e r  ARRC 
o p e r a t i o n .  L e g a l  o p i n i o n s  
a b o u L  c o n s t i t u t i o n a l i t y  o f  
f u n d i n g .

ARRC o p e r a t e s  a n d  
c a p i t a l  a n d  e a r n i n g s

i n v e s t s

3 .  S t r e n g t h e n  a c c o u n t a ­
b i l i t y  r e q u i r e m e n t s  
b y  r e q u i r i n g  
q u a r t e r l y  s t a t e m e n t s  
L e g i s l a t i v e  B u d g e t  & 
A u d i t  a l s o  c o n t r a c t s  
f o r  a d d i t i o n a l  a u d i t
l w  n  v n r .  r  i o r \ t f i r m .

N a r r o w  f o c u s  i n  i n d u s t r y  
t a r g e t s / u s e  o f  ARRC f o r  
e m e r g e n c y  s t a b i l i z a t i o n  o f  
f i s h e r i e s  i n d u s t r y

B r o a d e n ' i n d u s t r y  f o c u s .  D o n ' t  
l e g i s l a t e  e m e r g e n c y  a n t i c y c l i c a l  
i n v e s t m e n t  g o a l s .  B e  m o r e  
r e a l i s t i c  a b o u t  p o r t f o l i o  b a l a n c e

I n c l u d e  a l l  
m a n u f a c t u r i n g /  
p r o c e s s i n g  i n  t a r g e t  
i n d u s t r i e s



A R E V IE W  OF THE 
DEPARTMENT  OF REVENUE 

ALASKA  RENEWABLE 
R E S O U R C E S  C ORPORAT ION

N o v e m b e r  1 3 ,  1 9 8 1

A U D I T  CONTROL NUMBER 
0 4 - 0 1 2 - 0 0 0 1 - R

C o m m i s s i o n e r ,  D e p a r t m e n t :  o f  R e v e n u e T h o m a s  K .  W i l l i a m s

D e p u t y  C o m m i s s i o n e r s ,  D e p a r t m e n t  o f  
R e v e n u e :

T a x a t i o n
T r e a s u r y

J o s e p h  K .  D c n o h u e  
P r j t e r  A .  B u s h r e

B o a r d  o f  T r u s t e e s  
A l a s k a  R e n e w a b l e  R e s o u r c e s  C o r p o r a t i o n

T r u s t e e ,  C h a i r m a n  
T r u s t e e  
T r u s t e e

H .  P h i l l i p  H u b b a r d  
W i l l i a m  F .  S p e a r  
D e a n  F O l s o n

S T A T E  O F  A L A S K A DIV IS IO N  O F L E G IS L A T IV E  A U D IT



W E
u iA i j  i t , IIFvJ Li

THE LEGISLATURE
BUDGET AND AUDIT COMiU YTEE

AUDIT DIVISION
POUCH W—ALASKA OFFICE BUILDING

FINANCE DIVISION 
POUCH WF—STATE CAPITOL

JUNEAU, ALASKA 99811

D e c e m b e r  1 ,  1 9 8 1

M e m b e r s  o f  t h e
L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e :

I n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  T i t l e  2 4  o f  t h e  A l a s k a  
S t a t u t e s ,  t h e  a t t a c h e d  r e p o r t  i s  s u b m i t t e d  f o r  y o u r  r e v i e w .

A R E V IE W  OF THE 
DEPARTMENT OF REVENUE 

ALASKA  RENEWABLE 
R E SO U R C E S  C ORPORAT ION

N o v e m b e r  1 3 ,  1 9 8 1

G e r a l d  L ,  T’ i l k e r s o n ,  CPA 
L e g i s l a t i v e  A u d i t o r  
D i v i s i o n  o f  L e g i s l a t i v e  A u d i t



T A B L E  O F  C O N T E N T S

1

2

P a g e

4

6

12

1 6
1 8
1 9
21
22
2 3

4 3

S T A T E  O F A L A S K A  D 'V IS IO N  O F  L E G IS L A T IV E  A U D IT

O r g a n i z a t i o n  a n d  F u n c t i o n ...............................................

R e c e n t  H i s t o r y  ................................................................................

P o l i c y  I s s u e  .......................................................................................

F i n d i n g s  a n d  R e c o m m e n d a t i o n s  ..................................

A n a l y s i s  o f  P u b l i c  N e e d .....................................................

A p p e n d i x e s  :

A.  S c h e d u l e  o f  I n v e s t m e n t s ...............................
B .  S c h e d u l e  o f  G r a n t s ............................................
C .  S c h e d u l e  o f  T e c h n i c a l  A s s i s t a n c e  .
D .  S c h e d u l e  o f  O t h e r  U s e  o f  F u n d s  . .
E .  S c h e d u l e  o f  D e l i n q u e n t  L o a n s  . . .
F .  A t t o r n e y  G e n e r a l  O p i n i o n s ...........................

A g e n c y  R e s p o n s e :

A l a s k a  R e n e w a b l e  R e s o u r c e s  C o r p o r a t i o n

P u r p o s e  of t h e  R e v i e w ..........................



P U R P O S E  O F  T H E  R E V I E W

In accordance with the p ro v is io n s  o f  T i t l e  24 o f  the Alaska 
Statutes and the " su n se t "  p ro v is io n s  o f  AS 44 .66 ,  we con­
ducted a review o f  the Department o f  Revenue, Alaska Renew­
ab le  Resources Corporation  (ARRC) t o  determine i f  the Cor­
p o ra t io n  should be a llowed to terminate on June 30, 1982, be 
continued in  i t s  e x i s t i n g  form, or i f  a l t e r n a t iv e s  e x i s t  to  
b e t t e r  accomplish ARRC's purpose. In a d d i t io n ,  we reviewed 
the e f f e c t i v e n e s s  and e f f i c i e n c y  o f  ARRC's operat ions  and 
i t s  compliance with a p p l i c a b le  s ta tu te s .

STATE: O F  A L A S K A -1 - DIV ISION O F L E G IS L A T IV E  A U D IT



The Alaska Renewable Resources Corporation (ARRC) was 
created  by Chapter 179, SLA 1978 as a p u b l i c  c o rp o ra t io n  and 
in strum enta l i ty  o f  the State  within the Department o f  Reve­
nue but with a l e g a l  e x is t e n c e  independent o f  and separate  
from the State .

The 1978 L e g is la tu re  found that Alaska has renewable r e ­
sources that are not be ing  u t i l i z e d  to  t h e ir  f u l l  p o t e n t i a l .  
There fore ,  ARRC was g iven the f o l lo w in g  s ta tu to ry  purposes :

1. F a c i l i t a t e  the r e h a b i l i t a t i o n ,  enhancement and d ev e lop ­
ment o f  the S t a t e ' s  renewable resources  so as to 
strengthen the s e l f - s u s t a i n i n g  se c to r s  o f  the State  
economy.

2. Sponsor research  and development o f  t e ch n o log ie s  and 
innovations f o r  the r e h a b i l i t a t i o n  and enhancement o f  
the S ta t e 's  renewable resources  to achieve  an ap p rop r i ­
ate  use o f  the r e s o u rce s .

3. I d e n t i f y  new p rodu cts ,  markets and t e ch n o log ie s  f o r  
renewable re sou rce  in d u s tr ie s  in the State which w i l l  
c o n s t i t u t e  an appropr ia te  use o f  the r e sou rce s ;  stimu­
l a t e  the research  and development o f  these products ,  
markets and t e c h n o lo g ie s ;  a s s i s t  in  the demonstration 
o f  th e ir  t e c h n ic a l  and economic f e a s i b i l i t y ;  and a s s i s t  
in  t h e i r  in t r o d u c t io n  in to  commercial markets.

To accomplish i l r  purposes ,  ARRC may provide  f in a n c ia l  
a ss is ta n ce  to  q u a l i f i e d  a pp l ica n ts  through such methods as 
equity  f in a n c in g ,  debt f in a n c in g ,  grants and te ch n ica l  
a s s i s t a n c e .

ARRC i s  governed by a three-member, f u l l - t i m e  Board o f  
Trustees re s p on s ib le  f o r  a l l  investment d e c i s i o n s .  Tbe 
Trustees are appointed by the Governor and confirmed by the 
L eg is la tu re  f o r  f o u r -y e a r  terms. The Board employs an 
Executive D ire c to r  who may, with the approval o f  the Board, 
s e l e c t  and employ a d d i t io n a l  s t a f f  as necessary .

S T A T E  O F  A LA S K A - 2 - DIVISION O F L E G IS L A T IV E  A U D IT



R E C E N T  H I S T O R Y

The Alaska Renewable Resources Corporation began i t s  o rg a n i ­
z a t ion  e f f o r t  in January o f  1979 f o l l o w in g  the appointment 
o f  the Board o f  Trustees .

ARRC re ce iv e d  i t s  f i r s t  c a p i t a l  investment appropr ia t ion  
through Chapter 80, SLA 1979 which appropr ia ted  $4.8 m i l l i o n  
for  f i s h e r i e s  p r o j e c t s ,  $2.7  m i l l i o n  f o r  timber p r o j e c t s ,  
$2.7 m i l l i o n  f o r  a g r i c u l t u r e  p ro je c t s  and $0 .4  m i l l i o n  f o r  
renewable energy p r o j e c t s .  Chapter 93, SLA 1980 la t e r  
reduced these a ppropr ia t ion s  by $5.6 m i l l i o n  and added the 
Forest Product Producers Assistance Fund with a $5.2 m i l l i o n  
a p propr ia t ion  and a $0 .4  m i l l i o n  a p p rop r ia t ion  to the Com­
mercial  Fish P rocessors  Assistance Fund.

Chapter 32, SLA 1980 gave ARRC the r e s p o n s i b i l i t y  o f  admin­
i s t e r i n g  the $15 m i l l i o n  Commercial Fish Purchasers As­
s i s ta n ce  Fund and because o f  the urgency o f  p rov id ing  the 
a s s i s ta n c e ,  Chapter 32 a l s o  waived c e r t a i n  o f  ARRC's normal 
investment d e c i s i o n  c r i t e r i a .

Although ARRC re ce iv e d  a FY'81 investment appropr ia t ion  o f  
$20 m i l l i o n ,  FY'82 l e g i s l a t i o n  required ARRC to  lapse the 
unexpended and un ob ligated  port ion  o f  $18 m i l l i o n  o f  the 
FY'81 a p p rop r ia t ion .  $2 m i l l i o n  was c a r r i e d  in to  FY'82, but 
can on ly  be invested  with the expressed approval o f  the 
Governor. ARRC re ce iv e d  no other Fjf'82 investment appropr i ­
a t ion  .

The r e s p o n s i b i l i t i e s  o f  administering  the Commercial Fish 
Purchasers A ss is tance  Fund have had a major impact on ARRC's 
op era t ion s .  Because o f  the l imited time a v a i la b le  to p r o ­
vide a ss is ta n ce  to commercial purchasers o f  the 1980 salmon 
harvest ,  ARRC was f o r ce d  to  spend the m ajor ity  o f  i t s  e f ­
f o r t s  on these investments.  At September 30, 1981, approx i ­
mately 65% o f  ARRC's t o t a l  debt and e q u i ty  investments were 
from th is  Fund. Other venture ca p i ta l  investments were, by 
n e c e ^ j i t y ,  overshadowed by these investments in  the f i s h ­
e r ie s  industry.

As o f  September 30, 1980, ARRC's outstanding  debt and 
equity  investments t o ta le d  $26,205,413 and ARRC had 
$13,128,889 in investment commitments ( see  Appendix A).

S T A T E  O F  A L A S K A -3-
DIVISION O F  L E G IS L A T IV E  A U D IT



POLICY ISCUE

T h e  1 9 7 8  L e g i s l a t u r e  f o u n d  t h a t  o n e  o f  t h e  f a c t o r s  t h a t  h a s  
c o n t r i b u t e d  t o  t h e  s l o w  d e v e l o p m e n t  o f  r e n e w a b l e  r e s o u r c e  
i n d u s t r i e s  w a s  t h e  i n s u f f i c i e n c y  o f  r e s e a r c h  a n d  d e v e l o p m e n t  
f i n a n c i n g  a n d  v e n t u r e  c a p i t a l  f i n a n c i n g .  As  a  r e s u l t ,  i t  
w a s  d e c l a r e d  t h e  S t a t e ' s  p o l i c y  t o  r e h a b i l i t a t e ,  e n h a n c e ,  
a n d  d e v e l o p  i t s  r e n e w a b l e  r e s o u r c e s  b y  u t i l i z i n g  S t a t e  f u n d s  
d e r i v e d  f r o m  m i n e r a l  l e a s e  b o n u s e s ,  r e n t a l s  o f  S t a t e  l a n d ,  
a n d  r o y a l t i e s  f r o m  m i n e r a l s  p r o d u c e d  o n  S t a t e  l a n d  t o  a s s i s t  
t h e  d e v e l o p m e n t  o f  v i a b l e  i n d u s t r i e s  t h r o u g h  t h e  p r i v a t e  
s e c t o r .

T h e  s u n s e t  r e v i e w  p r o c e s s  i n c l u d e s  a  r e v i e w  o f  p r i o r  p o l i c y  
d e c i s i o n s .  T h e r e f o r e ,  t h e  L e g i s l a t u r e  s h o u l d  a g a i n  c o n s i d e r  
w h e t h e r  o r  n o t  i t  i s  i n  t h e  S t a t e ' s  b e s t  i n t e r e s t  c o  c o n ­
t i n u e  v e n t u r e  c a p i t a l  f i n a n c i n g .

I n  m a k i n g  t h i s  d e c i s i o n ,  i t  i s  i m p o r t a n t  t o  n o t e  t h a t  a l ­
t h o u g h  t h e r e  p r e s e n t l y  e x i s t  m an y  s o u r c e s  o f  d e b t  f i n a n c i n g  
a v a i l a b l e  t h r o u g h  t h e  S t a t e  a n d  c o m m e r c i a l  i n s t i t u t i o n s ,  
t h e r e  a r e  v e r y  f e w  s o u r c e s  o f  h i g h  r i s k  e q u i t y  f i n a n c i n g  
a v a i l a b l e .

I f  the L e g is la tu re  dec id e s  the State should not be p rov id ing  
venture c a p i t a l  f in a n c in g ,  the Alaska Renewable Resources 
Corporation  should be a llowed to terminate on June 30, 1982. 
The L e g is la tu r e  should then repeal a l l  ARRC s ta tu te s  and 
prov ide  f o r  the t r a n s fe r  and ult imate  d i s p o s i t i o n  o f  ARRC's 
p o r t f o l i o .  A l l  cash and l iq u id  a s s e ts  should be transmitted 
to  the Treasury. G uide l ines  should be e s ta b l i s h e d  f o r  the 
d i s p o s i t i o n  uf ARRC's eq u i ty  investments.  In doing so ,  the 
L e g is la tu re  should prov ide  s u f f i c i e n t  time and f l e x i b i l i t y  
to a l low  fo r  a maximum return  to the S ta te .  I t  should be 
recogn ized  that t h is  may w e l l  take lon ger  than the one year 
wind-down period  o f  ARRC. P r io r i ty  c o n s id e r a t i o n  should be 
g iven  to e x i s t in g  eq u i ty  in ves tors  o f  each p r o j e c t .  Again, 
a s u f f i c i e n t  time frame should be prov ided  so as not to 
unduly burden the f i n a n c i a l  s t a b i l i t y  o f  the p r o j e c t s .

Several a l t e r n a t iv e s  e x i s t  fo r  the d i s p o s i t i o n  o f  the debt 
p o r t io n  o f  ARRC's p o r t f o l i o .  These in c lu d e  but are not 
l im ited  to  t r a n s fe r r in g  a l l  loans to e i t h e r  the Department 
o f  Revenue or the Department o f  Commerce and Economic Devel­
opment's D iv is ion  o f  Business Loans. Commercial lending 
i n s t i t u t i o n s  cou ld  be a l lowed to purcnase loans ,  with the 
State  guaranteeing a p o r t i o n  o f  the lo a n s .  Loans could  a lso  
be separated by resource  s e c t o r ,  with F ish er ies  loans so ld  
to  the Commercial F ish ing  and A g r icu l tu re  Bank or trans­
fe rred  to the D iv is io n  o f  Business Loans; A g r icu ltu ra l  loans 
cou ld  be t ra n s ferred  to  the A g r icu ltu re  Revolving Loan Fund; 
and Timber and Energy loans could be t ra n s fe r re d  to  the 
D iv is ion  o f  Business Loans.
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I f  t h e  L e g i s l a t u r e  d e t e r m i n e s  i t  i s  i n  t h e  S t a t e ' s  b e s t  
i n t e r e s t  t o  c o n t i n u e  v e n t u r e  c a p i t a l  f i n a n c i n g ,  c o n s i d e r a ­
t i o n  s h o u l d  b e  g i v e n  t o  t h e  F i n d i n g s  a n d  R e c o m m e n d a t i o n s  
s e c t i o n  o f  t h i s  r e p o r t .

I t  i f ?  o u r  o p i n i o n  t h a t  ARRC  s h o u l d  n o t  b e  c o n t i n u e d  a s  i t  i s  
c u r r e n t l y  s t r u c t u r e d  u n d e r  t h e  e x i s t i n g  s t a t u t e s .  R e c o m ­
m e n d a t i o n  N o .  1 d e s c r i b e s  a l t e r n a t i v e s  f o r  c o n s i d e r a t i o n  i n  
r e s t r u c t u r i n g  ARRC  a n d  i t s  r e l a t e d  s t a t u t e s .

I f  ARRC  s h o u l d  b e  c o n t i n u e d  i n  i t s  e x i s t i n g  f o r m ,  o t h e r  
r e c o m m e n d a t i o n s  a r e  m a d e  t o  b r i n g  ARRC  i n t o  s t a t u t o r y  c o m ­
p l i a n c e  .

R e g a r d l e s s  o f  t h e  f i n a l  p o l i c y  d e c i s i o n  m a d e ,  t h e  L e g i s l a ­
t u r e  s h o u l d  a d d r e s s  t h e  c o n s t i t u t i o n a l i t y  i s s u e  s u r r o u n d i n g  
t h e  A l a s k a  R e n e w a b l e  R e s o u r c e s  D e v e l o p m e n t  a n d  I n v e s t m e n t  
F u n d s  ( A S  3 7 . 1 1 . 0 1 0 - 0 9 0 )  a n d  A R R C ' s  a l l o c a t i o n  f r o m  t h e s e  
f u n d s  a s  d e s c r i b e d  i n  AS 3 7 . 1 2 . 0 2 0 .  I t  i s  t h e  o p i n i o n  o f  
t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  t h a t  t h e s e  s t a t u t e s  p r o v i d e  
f o r  a n  u n c o n s t i t u t i o n a l  d e d i c a t i o n  o f  f u n d s .  T h i s  h a s  l e d  
t o  d i f f e r i n g  o p i n i o n s  f r o m  t h e  A t t o r n e y  G e n e r a l  a n d  A R R C ' s  
c o u n s e l  o n  c e r t a i n  a s p e c t s  o f  A R R C ' s  o p e r a t i o n s  t h a t  c o u l d  
h a v e  a  s e r i o u s  i m p a c t  o n  t h e  f i n a n c i a l  s t r u c t u r e  o f  ARRC a s  
d e s c r i b e d  i n  R e c o m m e n d a t i o n  N o .  2 .
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F I N D I N G S  A N D  R E C O M M E N D A T I O N S

R e c o m m e n d a t i o n  N o .  1 ;

T h e  L e g i s l a t u r e  s h o u l d  c o n s i d e r  a l t e r n a t i v e s  t o  t h e  c u r r e n t  
o r g a n i z a t i o n a l  s t r u c t u r e  a n d  s t a t u t o r y  p r o v i s i o n s  o f  A R R C .

I t  i s  o u r  o p i n i o n  t h a t  ARRC  s h o u l d  n o t  c o n t i n u e  t o  e x i s t  i n  
i t s  p r e s e n t  f o r m  u n d e r  t h e  e x i s t i n g  s t a t u t e s .  T h e  c u r r e n t  
s t r u c t u r e  a n d  s t a t u t e s  d o  n o t  p r o v i d e  a n  e f f i c i e n t  o r  e c o ­
n o m i c a l  u s e  o f  t h e  c o r p o r a t i o n ' s  r e s o u r c e s .  T h e  s t a t u t o r y  
p u r p o s e  o f  ARRC a n d  r e l a t e d  s t a t u t e s  d o  n o t  p r o v i d e  t h e  
n e c e s s a r y  l e g i s l a t i v e  g u i d a n c e  t o  d i c t a t e  t h e  d i r e c t i o n  o f  
ARRC  e f f o r t s .

I f  t h e  L e g i s l a t u r e  d e t e r m i n e s  i t  i s  i n  t h e  S t a t e ' s  b e s t  
i n t e r e s t  t o  c o n t i n u e  v e n t u r e  c a p i t a l  f i n a n c i n g ,  t h e  f o l l o w ­
i n g  a l t e r n a t i v e s  s h o u l d  b e  i n c l u d e d  f o r  c o n s i d e r a t i o n :

1 .  New P r o g r a m  o f  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r  
i t y  ( A I D A ) .

I n  r e c e n t  y e a r s ,  t h e r e  h a s  b e e n  i n c r e a s i n g  e m p h a s i s  o n  
c e n t r a l i s i n g  t h e  S t a t e ' s  l o a n  p r o g r a m s  w i t h i n  t h e  
p e r v u e  o f  A I D A .  I n c l u d i n g  a  n ew  r e n e w a b l e  r e s o u r c e  
v e n t u r e  c a p i t a l  p r o g r a m  w i t h i n  A ID A  w o u l d  p r o v i d e  
c e r t a i n  e f f i c i e n c i e s  a n d  e c o n o m i e s ,  s i n c e  A ID A  c o u l d  
m o s t  e a s i l y  a b s o r b  t h e  i n v e s t m e n t  r e v i e w  a n d  a p p r o v a l  
r e s p o n s i b i l i t i e s .  A I D A  w o u l d  a l s o  b e  i n  a p o s i t i o n  t o  
b e s t  d e t e r m i n e  i f  o t h e r  l o a n  p r o g r a m s  w i t h i n  A IDA  w o u l d  
b e t t e r  s e r v e  t h e  v e n t u r e  c a p i t a l  a p p l i c a n t .

D u e  t o  t h e  u n i q u e  n a t u r e  o f  v e n t u r e  f i n a n c e  d e c i s i o n  
m a k i n g ,  a  s e p a r a t e  s e c t i o n  o f  A ID A  w o u l d  b e  r e q u i r e d .  
W i t h  p r o p e r  s t a t u t o r y  d i r e c t i o n  a n d  a  r e d u c t i o n  o f  
r e s p o n s i b i l i t i e s  c u r r e n t l y  r e q u i r e d  o f  ARRC ,  a  s m a l l  
s t a f f  o f  i n v e s t m e n t  o f f i c e r s  a n d  a  d i r e c t o r  s h o u l d  b e  
a d e q u a t e  t o  a n a l y z e  i n v e s t m e n t  a p p l i c a t i o n s  a n d  m a k e  
r e c o m m e n d a t i o n s  t o  t h e  A u t h o r i t y  f o r  f o r m a l  a c t i o n .

O p e r a t i n g  c o s t s  o f  t h e  p r o g r a m  s h o u l d  b e  s u b j e c t  t o  t h e  
E x e c u t i v e  B u d g e t  A c t .  I n v e s t m e n t  f u n d i n g  c o u l d  b e  
t h r o u g h  a n n u a l  a p p r o p r i a t i o n s  o r  a  r e v o l v i n g  l o a n  f u n d  
w i t h i n  A I D A .

2 .  R e n e w a b l e  R e s o u r c e  R e v o l v i n g  I n v e s t m e n t  F u n d  B o a r d .

Due  t o  t h e  n a t u r e  o f  v e n t u r e  c a p i t a l  f i n a n c i n g ,  i t  m ay  
b e  d e s i r o u s  t o  s e p a r a t e l y  a d m i n i s t e r  t h e  p r o g r a m .  T h i s  
p r o g r a m  c o u l d  b e  a d m i n i s t e r e d  b y  a  R e n e w a b l e  R e s o  r c e  
R e v o l v i n g  I n v e s t m e n t  F u n d  B o a r d  u n d e r  t h e  C o m m i s s i o n e r
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o f  t h e  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  
o r  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s ,  m u c h  i n  a  
f o r m a t  l i k e  t h e  A g r i c u l t u r e  R e v o l v i n g  L o a n  F u n d .

T h e  B o a r d  s h o u l d  h a v e  f i n a l  i n v e s t m e n t  d e c i s i o n  a u t h o r ­
i t y  b u t  c o u l d  d e l e g a t e  l i m i t e d  d i s b u r s i n g  a u t h o r i t y  t o  
a n  E x e c u t i v e  D i r e c t o r .  T h e  B o a r d  s h o u l d  n o t  b e  f u l l ­
t i m e  s a l a r i e d  e m p l o y e e s  a s  ARRC i s  c u r r e n t l y  s t r u c ­
t u r e d ,  b u t  s h o u l d  b e  c o m p e n s a t e d  f o r  t r a v e l  a n d  p e r  
d i e m  w h e n  t h e  B o a r d  m e e t s .

A g a i n ,  p r o p e r  s t a t u t o r y  d i r e c t i o n  a n d  r e d u c e d  s c o p e  
w o u l d  p r o m o t e  a  m o r e  e f f e c t i v e  u s e  o f  t h e  F u n d ' s  r e ­
s o u r c e s  .

O p e r a t i n g  c o s t s  o f  a d m i n i s t e r i n g  t h e  F u n d  s h o u l d  b e  
s u b j e c t  t o  t h e  E x e c u t i v e  B u d g e t  A c t  a n d  ' c o u l d  b e  a p p r o ­
p r i a t e d  f r o m  t h e  G e n e r a l  F u n d  o r  p r o g r a m  r e c e i p t s .

R e g a r d l e s s  o f  t h e  a l t e r n a t i v e  u l t i m a t e l y  s e l e c t e d ,  t h e  
L e g i s l a t u r e  s h o u l d  r e v i e w  t h e  c u r r e n t  p u r p o s e s  a n d  
r e s p o n s i b i l i t i e s  o f  ARRC a n d  c o n s i d e r ,  w h e r e  n e c e s s a r y ,  
p r o v i d i n g  a  c l e a r  d e f i n i t i o n  o f  t h e  d u t i e s ,  r e s p o n s i ­
b i l i t i e s ,  a n d  d i r e c t i o n  o f  i n v e s t m e n t  e f f o r t s .  N a r r o w ­
i n g  t h e  s c o p e  o f  r e s p o n s i b i l i t i e s  w o u l d  p r o m o t e  m o r e  
i n t e n s i v e  e f f o r t s  i n  d e f i n e d  r e s o u r c e  d e v e l o p m e n t  
a r e a s .  F o r  e x a m p l e ,  ARRC  i s  c u r r e n t l y  r e q u i r e d  t o  
p r o m o t e  t h e  m a r k e t i n g  o f  r e n e w a b l e  r e s o u r c e  p r o d u c t s .
I n  a  b r o a d  s e n s e ,  t h i s  i s  a l s o  a  r e s p o n s i b i l i t y  o f  t h e  
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 ;  m o r e  
s p e c i f i c a l l y ,  t h e  c r e a t i o n  o f  e n t i t i e s  s u c h  a s  t h e  
A l a s k a  S e a f o o d  M a r k e t i n g  I n s t i t u t e  ( C h a p t e r  1 0 6 ,
SLA 1 9 8 1 )  s h o u l d  g r e a t l y  d e c r e a s e  t h e  n e e d  f o r  A R R C ' s  
i n v o l v e m e n t  i n  i n d u s t r y - w i d e  m a r k e t i n g  p r o m o t i o n .

R e c o m m e n d a t i o n  N o .  2

T h e  L e g i s l a t u r e  s h o u l d  c o n s i d e r  t h e  r e p e a l  o f  AS 3 7 . 1 1 . 0 1 0 -
0 9 0  a n d  AS  3 7 . 1 2 . 0 2 0 .

A c c o r d i n g  t o  o p i n i o n s  i s s u e d  b y  t h e  A t t o r n e y  G e n e r a l ' s  
O f f i c e ,  t h e  A l a s k a  R e n e w a b l e  R e s o u r c e s  D e v e l o p m e n t  F u n d  
(A S  3 7 . 1 1 . 0 1 0 - 0 7 ( 0 )  a n d  t h e  A l a s k a  R e n e w a b l e  R e s o u r c e s  I n v e s t ­
m e n t  F u n d  (A S  3 7 . 1 1 . 0 5 0 - 0 9 0 )  a r e  i n  c o n f l i c t  w i t h  t h e  c o n ­
s t i t u t i o n a l  p r o h i b i t i o n  a g a i n s t  d e d i c a t e d  f u n d s  a n d  a r e ,  
t h e r e f o r e ,  a n u l l i t y .

AS 3 7 . 1 2 . 0 2 0  p r o v i d e s  f o r  t h e  a l l o c a t i o n  t o  ARRC o f  f i v e  
p e r c e n t  o f  t h e  t o t a l  r e c e i p t s  p a i d  t h e  S t a t e  f r o m  m i n e r a l  
l e a s e  b o n u s e s ,  r e n t a l  o f  S t a t e  l a n d s ,  a n d  r o y a l t i e s  d e r i v e d  
f r o m  m i n e r a l s  p r o d u c e d  o n  S t a t e  l a n d .  T h e  A t t o r n e y  G e n e r a l  
h a s  a l s o  o p i n e d  t h a t  t h i s  s e c t i o n ,  l i k e  t h e  r e s o u r c e  f u n d s ,  
i s  u n c o n s t i t u t i o n a l  a n d ,  t h e r e f o r e ,  a  n u l l i t y .
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H o w e v e r ,  s u p p o r t e d  b y  t h e i r  c o r p o r a t e  c o u n s e l ' s  v i n i o n s ,  
ARRC  h a s  a d o p t e d  s e v e r a l  c a s h  m a n a g e m e n t  a n d  i n v e s t m e n t  
p r a c t i c e s  b a s e d  o n  t h e i r  i n t e r p r e t a t i o n  o f  AS 3 7 . 1 2 . 0 2 0 . ,  I t  
i s  t h e  A t t o r n e y  G e n e r a l ' s  o p i n i o n  t h a t ,  s i n c e  t h i s  s e c t i o n  
o f  T i t l e  3 7  i s  a  n u l l i t y ,  c e r t a i n  ARRC p r a c t i c e s  a r e  n o t  
a u t h o r i z e d  b y  a n y  o t h e r  p r o v i s i o n s  o f  t h e  A l a s k a  S t a t u t e s .

A s  a  r e s u l t ,  ARRC i s  c a u g h t  b e t w e e n  d i f f e r i n g  l e g a l  o p i n i o n s  
w h i l e  s t i l l  r e q u i r e d  t o  c o n t i n u e  t h e i r  d a y  t o  d a y  o p e r a -  
t  i o n s .

T h e r e f o r e ,  t o  r e s o l v e  A R R C ' s  c u r r e n t  d i l e m m a  a n d  t o  p r o v i d e  
c l a r i f i c a t i o n  o f  i n t e n d e d  f i s c a l  p r o c e d u r e s ,  t h e  L e g i s l a t u r e  
s h o u l d  c o n s i d e r  r e p e a l i n g  AS  3 7 . 1 1 . 0 1 0 - 0 9 0  a n d  AS  3 7 . 1 2 . 0 2 0 .  
I n  c o n j u n c t i o n  w i t h  L e g i s l a t i v e  a c t i o n  o n  t h e s e  s t a t u t e s ,  
c o n s i d e r a t i o n  s h o u l d  b e  g i v e n  t o  a f f i r m i n g ,  r e v i s i n g ,  o r  
e n a c t i n g  l e g i s l a t i o n  t o  a d d r e s s  f i n d i n g s  c o n t a i n e d  i n  R e c o m ­
m e n d a t i o n s  N o .  3  t h r o u g h  N o .  5 .  T h o s e  r e c o m m e n d a t i o n s  a r e  
m a d e  t o  b r i n g  ARRC  i n t o  s t a t u t o r y  c o m p l i a n c e  b a s e d  o n  s t a t u ­
t o r y  i n t e r p r e t a t i o n s  b y  t h e  A t t o r n e y  G e n e r a l .

R e c o m m e n d a t i o n  N o .  3

ARRC s h o u l d  d i s c o n t i n u e  e x p e n d i n g  r e p a i d  p r i n c i p a l  f r o m  p r e ­
v i o u s  l o a n s .

A S  3 7 . 1 2 . 9 0 5 ( a )  s t a t e s  t h a t  ARRC m a y  e x p e n d  m o n e y  o n l y  a s  
a p p r o p r i a t e d  b y  t h e  L e g i s l a t u r e .  H o w e v e r ,  i t  i s  a  c om m on  
p r a c t i c e  o f  ARRC t o  u s e  r e p a i d  p r i n c i p a l  f r o m  l o a n s  m ad e  
f r o m  o r i g i n a l  a p p r o p r i a t i o n s  t o  m a k e  a d d i t i o n a l  l o a n s .  
A c c o r d i n g  t o  ARRC r e c o r d s ,  a s  o f  S e p t e m b e r  3 0 ,  1 9 8 1 ,  ARRC 
h a s  m a d e  a p p r o x i m a t e l y  $ 3 . 9  m i l l i o n  o f  l o a n s  f r o m  r e p a i d  
p r i n c i p a l .

T h e  A t t o r n e y  G e n e r a l  h a s  s t a t e d  t h a t  n o  l e g i s l a t i v e  a p p r o ­
p r i a t i o n s  h a v e  b e e n  m a d e  t o  ARRC w h i c h  w o u l d  a l l o w  t h e  
e x p e n d i t u r e  o f  t h e  r e p a i d  p r i n c i p a l ,  a n d  t h a t  a n y  e x p e n d i ­
t u r e  o f  t h o s e  f u n d s  v i o l a t e s  AS 3 7 . 1 2 . 0 9 5 .

R e c o m m e n d a t i o n  N o .  A

A R R C ' s  f u n d s  s h o u l d  b e  d e p o s i t e d  w i t h  a n d  i n v e s t e d  t l  r o u g h  
t h e  T r e a s u r y  D i v i s i o n  o f  t h e  D e p a r t m e n t  o f  R e v e n u e .

I n  a p r i o r  ARRC a u d i t  r e p o r t  d a t e d  J u l y  2 3 ,  1 9 8 0 ,  we f o u n d  
t h a t  ARRC w a s  i n v e s t i n g  $ 2 4 2 , 0 0 0  i n  a r e p u r c h a s e  a g r e e m e n t .  
We r e c o m m e n d e d  t h a t  t h o s e  f u n d s  b e  d e p o s i t e d  w i t h  a n d  i n ­
v e s t e d  t h r o u g h  t h e  T r e a s u r y  D i v i s i o n .  T h e  r e c o m m e n d a t i o n  
w a s  s u p p o r t e d  b y  a n  A t t o r n e y  G e n e r a l ' s  o p i n i o n  w h i c h  s t a t e s  
t h e  D e p a r t m e n t  o f  R e v e n u e  h a s  c o n t r o l  o v e r  t h e  i n v e s t m e n t  o f  
ARRC f u n d s .
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A c c o r d i n g  t o  A R R C ' s  r e c o r d s  a t  S e p t e m b e r  3 0 ,  1 9 8 1 ,  A R R C ' s  
c a s h  a n d  i n v e s t m e n t  a c c o u n t s  t o t a l  i n  e x c e s s  o f  $ 1 6 . 7  m i l ­
l i o n .  T h e s e  d e p o s i t s  c o n s i s t  o f  p r i n c i p a l  a n d  i n t e r e s t  
p a y m e n t s  r e c e i v e d  f r o m  i n v e s t e e s ,  l o a n  c o m m i t m e n t  f u n d s  
d r a w n  o u t  o f  T r e a s u r y ,  a n d  i n t e r e s t  e a r n e d  o n  A R R C ' s  i n v e s t ­
m e n t  o f  t h o s e  i d l e  c o m m i t m e n t  f u n d s .

I n  l i n e  w i t h  t h e  A t t o r n e y  G e n e r a l ' s  o p i n i o n ,  we m a k e  t h e  
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 .  ARRC s h o u l d  r e m i t  a l l  f u n d s  o n  d e p o s i t  t o  t h e  T r e a s u r y  
D i v i s i o n .

2 .  ARRC s h o u l d  r e v i e w  c u r r e n t  l o a n  c o m m i t m e n t s  f o r  w h i c h  
f u n d s  h a v e  b e e n  d r a w n  o u t  o f  t h e  T r e a s u r y  t o  d e t e r m i n e  
i f  t h o s e  c o m m i t m e n t s  a r e  s t i l l  v a l i d ,

3 .  F u n d s  f o r  c u r r e n t l y  v a l i d  l o a n  c o m m i t m e n t s  s h o u l d  b e  
d e p o s i t e d  i n  t h e  G e n e r a l  F u n d  a n d  ARRC s h o u l d  r e q u e s t  
t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n ' s  D i v i s i o n  o f  F i n a n c e  
t o  e s t a b l i s h  p r i o r  y e a r  e n c u m b r a n c e s  f o r  t h e s e  c o m m i t ­
m e n t s  .

4 .  L o a n  c o m m i t m e n t  f u n d s  t h a t  w i l l  n o t  b e  d i s b u r s e d  s h o u l d  
b e  l a p s e d  t o  t h e  G e n e r a l  F u n d .

L  , A RRC ,  t h e  D e p a r t m e n t  o f  R e v e n u e ,  a n d  t h e  D e p a r t m e n t  o f  
A d m i n i s t r a t i o n  s h o u l d  c o o p e r a t e  i n  t h e  d e v e l o p m e n t  o f  a 
p r o c e d u r e  t h a t  p r o v i d e s  f o r  t h e  t i m e l y  d i s b u r s e m e n t  o f  
l o a n  c o m m i t m e n t  f u n d s  t o  ARRC i n v e s t e e s .  D i s b u r s e m e n t  
o f  t h e s e  f u n d s  s h o u l d  o n l y  b e  m a d e  t o  t h e  i n v e s t e e ,  a n d  
t h e  D e p a r t m e n t  o f  R e v e n u e  s h o u l d  n o t  p r o c e s s  v o u c h e r s  
r e q u e s t i n g  w a r r a n t s  m ad e  p a y a b l e  t o  A R RC .

R e c o m me n d a t i o n  N o .  5

ARRC t r u s t e e s  a n d  e m p l o y e e s  s h o u l d  i m m e d i a t e l y  r e s i g n  f r o m  
p o s i t i o n s  o n  t h e  H o a r d  o f  D i r e c t o r s ~ o F ~ A R R C  i n v e s t e e s .

A R R C ' s  s t a t u t e ,  AS 3 7 . 1 2 . 0 8 0 ( b ) ( 4 ) ,  s t a t e s  t h a t  t h e y  m a y  n o t  
a s s u m e  t h e  r e s p o n s i b i l i t y  f o r  m a n a g e m e n t  o f  a n y  p r o j e c t  o r  
e x e r c i s e  v o t i n g  r i g h t s  f o r  a n y  p u r p o s e  w i t h i n  t h e  s c o p e  o f  
m a n a g e r i a l  c o n t r o l  o f  i t s  i n v e s t e e s .

As  a  m e a n s  o f  m o n i t o r i n g  i t s  i n v e s t e e s ,  i t  i s  a c ommon  
p r a c t i c e  o f  ARRC t o  h a v e  a  t r u s t e e  o r  e m p l o y e e  s e i v e  o n  t h e  
B o a r d  o f  D i r e c t o r s  o f  i t s  i n v e s t e e s .  H o w e v e r ,  t h e  r o l e  o f  
t h e  B o a r d  o f  D i r e c t o r s  o f  a n y  b u s i n e s s  i s  t o  s e t  m a n a g e m e n t  
p o l i c y  a n d  d i r e c t i o n .  T o  p r o t e c t  a g a i n s t  t h e  p o s s i b i l i t y  o f  
a n  a c t u a l  c o n f l i c t  o f  i n t e r e s t ,  o r  e q u a l l y  i m p o r t a n t ,  t h e  
a p p e a r a n c e  o f  a  c o n f l i c t ,  ARRC o f f i c i a l s  s h o u l d  n o t  s e r v e  o n  
t h e  B o a r d  o f  D i r e c t o r s .
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T h i s  r e c o m m e n d a t i o n  d o e s  n o t  a p p l y  t o  s i t u a t i o n s  i n  w h i c h  
ARRC  h a s  d e t e r m i n e d  t h a t  t h e  d i r e c t o r s h i p  i s  n e c e s s a r y  t o  
p r o t e c t  i t s  f i n a n c i a l  i n t e r e s t  a s  p r o v i d e d  b y  a n d  u n d e r  t h e  
c i r c u m s t a n c e s  d e s c r i b e d  i n  AS 3 7 . 1 2 . 0 8 0 ( c ) .

R e c o m m e n d a t i o n  N o .  6

ARRC  s h o u l d  i m p r o v e  t h e  d o c u m e n t a t i o n  o f  i t s  a n a l y s i s  o f  
a p p l i c a t i o n s  f o r  f i n a n c i a l  a s s i s t a n c e .

AS  3 7 . 1 2 . 0 8 0 ( a )  s p e c i f i e s  c r i t e r i a  ARRC  m u s t  u s e  i n  a n a l y z ­
i n g  a p p l i c a t i o n s  f o r  f i n a n c i a l  a s s i s t a n c e .  C e r t a i n  w r i t t e n  
f i n d i n g s  o f  f a c t  a r e  r e q u i r e d  p r i o r  t o  t h e  B o a r d  o f  T r u s ­
t e e s '  a p p r o v a l  o f  a s s i s t a n c e .

I n  a  t e s t  o f  3 2  r e s o l u t i o n s  a p p r o v i n g  f i n a n c i a l  a s s i s t a n c e ,  
w r i t t e n  f i n d i n g s  o f  f a c t  c o u l d  n o t  b e  l o c a t e d  f o r  9 a p p l i c a ­
t i o n s ,  a l t h o u g h  r e f e r e n c e  w a s  m a d e  t o  8  o f  t h o s e  w r i t t e n  
f i n d i n g s  i n  t h e  r e l a t e d  r e s o l u t i o n s .

I n  a d d i t i o n ,  a l t h o u g h  we f o u n d  a p p l i c a n t  f i l e s  d i d  c o n t a i n  
d o c u m e n t a t i o n  o n  p r o p o s a l s ,  p l a n s  o f  i m p l e m e n t a t i o n ,  r e s i ­
d e n c y ,  a n d  m e e t i n g  t h e  s t a t u t o r y  p u r p o s e  o f  ARRC ,  d o c u m e n t a ­
t i o n  s u p p o r t i n g  o t h e r  r e q u i r e d  f i n d i n g s  w a s  n o t  l o c a t e d  i n  
a i l  c a s e s .  I n  a  t e s t  o f  1 6  a p p l i c a n t  f i l e s ,  1 3  d i d  n o t  
c o n t a i n  d o c u m e n t a t i o n  t h a t  ARRC  c o n s i d e r e d  t h e  p r e f e r e n c e s  
a n d  p r i o r i t i e s  o f  t h e  r e s i d e n t s  i n  t h e  a r e a  w h e r e  t h e  p r o ­
j e c t  i s  t o  b e  l o c a t e d  a s  r e q u i r e d  b y  AS 3 7 . 1 2 . 0 8 0 ( a ) ( 3 ) .
N o n e  c o n t a i n e d  d o c u m e n t a t i o n  o f  a  r e v i e w  o f  p o t e n t i a l  
r e s o u r c e  u s e  c o n f l i c t s ,  o r  t h a t  t h e  a p p l i c a n t  a g r e e d  t o  k e e p  
t h e  p r o j e c t  a c t i v i t y  i n  t h e  S t a t e  i f  n ew  i n d u s t r i a l  a c t i v i t y  
r e s u l t s  a s  r e q u i r e d  b y  AS 3 7 . 1 2 . 0 8 0 ( a ) ( 1 ) .  N i n e  o f  t h e  
f i l e s  d i d  n o t  d o c u m e n t  t h a t  s u f f i c i e n t  c a p i t a l  w a s  n o t  
a v a i l a b l e  f r o m  o t h e r  s o u r c e s  a t  r e a s o n a b l e  t e r m s  a s  r e q u i r e d  
b y  AS 3 7 . 1 2 . 0 8 0 ( a ) ( 1 ) .

S i m i l a r  d o c u m e n t a t i o n  w e a k n e s s e s  w e r e  a l s o  n o t e d  i n  o u r  
r e v i e w  o f  r e s o l u t i o n s  a n d  f i l e s  a p p r o v i n g  g r a n t s  t o  a p p l i ­
c a n t s  .

We r e c o m m e n d  t h a t  ARRC  a d e q u a t e l y  d o c u m e n t  i t s  a n a l y s i s  o f  
t h e  r e q u i r e d  c r i t e r i a  a n d  p r e p a r e  w r i t t e n  B o a r d  f i n d i n g s  
p r i o r  t o  t h e  a p p r o v a l  o f  g r a n t  a n d  f i n a n c i a l  a s s i s t a n c e  
a p p l i c a t i o n s .

R e c o m m e n d a t i o n  N o „ 7

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

AS 3 7 . 1 2 . 1 1 5  s t a t e s  t h a t  ARRC  m a y  p r o v i d e  f i n a n c i n g  f o r  p r e ­
i n v e s t m e n t  a c t i v i t i e s  s u c h  a s  f e a s i b i l i t y  s t u d i e s  a n d  m ay  
p r o v i d e  f u n d i n g  f o r  m a n a g e m e n t  a d v i c e  a n d  a s s i s t a n c e  t o  i t s  
i n v e s t e e s  a s  i t  c o n s i d e r s  n e c e s s a r y  i n  t h e  c i r c u m s t a n c e s .
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L i m i t e d  A n a l y s i s

T h e  f o l l o w i n g  a n a l y s i s  i n d i c a t e s  b o t h  p o s i t i v e  a n d  n e g a t i v e  
a t t a i n m e n t s  j f  ARRC a n d  h o w  i t s  a c t i v i t i e s  r e l a t e  t o  t h e  
p u b l i c  n e e d  f a c t o r s  a s  d e f i n e d  b y  AS 4 4 . 6 6 . 0 5 0 .  T h i s  a n a l y ­
s i s  i s  n o t  i n t e n d e d  t o  b e  c o m p r e h e n s i v e  i n  n a t u r e .

I .  T h e  e x t e n t  t o  w h i c h ,  t h e  b o a r d ,  c o m m i s s i o n  o r  p r o g r a m
h a s  o p e r a t e d  i n  t h e  p u b l i c  i n t e r e s t " !

A s  o f  S e p t e m b e r  3 0 ,  1 9 8 1 ,  ARRC h a d  o u t s t a n d i n g  e q u i t y  
a n d  d e b t  i n v e s t m e n t s  i n  e x c e s s  o f  $ 2 6  m i l l i o n  a n d  h a d  
c o m m i t m e n t s  t o t a l l i n g  o v e r  $ 1 3  m i l l i o n  f o r  r e n e w a b l e  
r e s o u r c e s  n e w  o r  e x p a n d i n g  b u s i n e s s e s / p r o j e c t s .

H o w e v e r ,  ARRC h a s  n o t  d e v e l o p e d  p r o c e d u r e s  t o  a c c u ­
r a t e l y  m e a s u r e  i t s  e f f e c t  o n  t h e  S t a t e ' s  e c o n o m y .

I I . T h e  e x t e n t  t o  w h i c h  t h e  o p e r a t i o n  o f  t h e  b o a r d ,
c o m m i s s i o n ,  o r  a g e n c y  p r o g r a m  h a s  b e e n  i m p e d e d  o r  
e n h a n c e d  b y  e x i s t i n g  s t a t u t e s ,  p r o c e d u r e s ,  a n d  p r a c ­
t i c e  s ~ w h i c h  i t  h a s  a d o p t e d ,  a n d  a n y  o t h e r  m a t t e r ,  
i n c l u d i n g  b u d g e t a r y ,  r e s o u r c e ,  a n d  p e r s o n n e l  m a t t e r s .

C h a p t e r  3 2 ,  SLA  1 9 0 0  g a v e  ARRC t h e  r e s p o n s i b i l i t y  o f  
a d m i n i s t e r i n g  t h e  $ 1 5  m i l l i o n  C o m m e r c i a l  F i s h  P u r ­
c h a s e r s  A s s i s t a n c e  F u n d ,  w h i c h  h a d  a  m a j o r  i m p a c t  o n  
A R R C ' s  o p e r a t i o n s .  B e c a u s e  o f  t h e  l i m i t e d  t i m e  
a v a i l a b l e  t o  p r o v i d e  t h e  a s s i s t a n c e  t o  p u r c h a s e r s  o f  
t h e  1 9 8 0  s a l m o n  h a r v e s t ,  ARRC w a s  f o r c e d  t o  s p e n d  t h e  
m a j o r i t y  o f  i t s  e f f o r t s  o n  t h e s e  i n v e s t m e n t s .  O t h e r  
v e n t u r e  c a p i t a l  i n v e s t m e n t s  w e r e ,  b y  n e c e s s i t y ,  
o v e r s h a d o w e d  b y  t h i s  i n v o l v e m e n t  i n  t h e  f i s h e r i e s  
i n d u s t r y .

I n  a d d i t i o n ,  i t  i s  o u r  o p i n i o n  t h a t  t h e  c u r r e n t  ARRC 
s t r u c t u r e  a n d  s t a t u t e s  d o  n o t  p r o v i d e  a n  e f f i c i e n t  
a n d  e c o n o m i c a l  u s e  o f  t h e  C o r p o r a t i o n ' s  r e s o u r c e s .
T h e  s t a t u t o r y  p u r p o s e  o f  ARRC a n d  r e l a t e d  s t a t u t e s  d o  
n o t  p r o v i d e  t h e  n e c e s s a r y  l e g i s l a t i v e  g u i d a n c e  t o  
d i c t a t e  t h e  d i r e c t i o n  o f  i n v e s t m e n t  e f f o r t s  ( s e e  
R e c o m m e n d a t i o n  N o .  1 ) .

I I I .  T h e  e x t e n t  t o  _wh i . ch  t h e  b o a r d ,  c o m m i s s i o n  o r  a g e n c y
h a s  r e c o m m e n d e d  s t a t u t o r y  c h a n g e s  w h i c h  a r e  g e n e r a l l y  
o f  b e n e f i t  t o  t h e  p u b l i c  i n t e r e s t .

T o  d a t e ,  ARRC h a s  n o t  s u b m i t t e d  s t a t u t o r y  c h a n g e  
r e c o m m e n d a t i o n s  a l t h o u g h  m o s t  e v e r y o n e  i n v o l v e d  
a g r e e s  c h a n g e s  a r e  n e c e s s a r y .  ARRC d o e s  i n t e n d  t o  
s u b m i t  p r o p o s e d  l e g i s l a t i o n  c h a n g e s  t o  t h e  1 9 8 2  
L e g i s l a t u r e .
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P r e s e n t l y ,  ARRC d o e s  n o t  p r o v i d e  f o r  p u b l i c  c o m p e t i t i o n  f o r  
p r o f e s s i o n a l  s e r v i c e  t e c h n i c a l  a s s i s t a n c e  c o n t r a c t s  r e l a t e d  
t o  v e n t u r e  p r o j e c t s .  T h e s e  c o n t r a c t s  t y p i c a l l y  a r e  f o r  
f e a s i b i l i t y  s t u d i e s ,  m a i r k e t i n g  s t u d i e s ,  a n d  a c c o u n t i n g  s e r ­
v i c e s .  ARRC u s u a l l y  m a k e s  t h e s e  c o n t r a c t s  w i t h  p r o f e s s i o n a l  
f i r m s  o r  i n d i v i d u a l s  t h e y  h a v e  h a d  p r i o r  c o n t r a c t  e x p e r i e n c e  
w i t h .

ARRC h a s  d e v e l o p e d  d e t a i l e d  c o n t r a c t i n g  p r o c e d u r e s  f o r  
p r o f e s s i o n a l  a n d  t e c h n i c a l  s e r v i c e s  w h i c h  w e r e  r e v i e w e d  a n d  
a p p r o v e d  b y  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n ' s  c o n t r a c t  
r e v i e w  c o m m i t t e e .  T h e  p r o c e d u r e s  i n c l u d e  p r o v i s i o n s  f o r  
p r e - q u a l i f i c a t i o n  o f  c o n t r a c t o r s ,  p u b l i c  a d v e r t i s i n g ,  p r o ­
p o s a l  e v a l u a t i o n s ,  f i n a l  c o n t r a c t  n e g o t i a t i o n s ,  a n d  c o n t r a c t  
m o n i t o r i n g .

H o w e v e r ,  ARRC h a s  n o t  y e t  i m p l e m e n t e d  t h e s e  p r o c e d u r e s .  We 
r e c o m m e n d  i m p l e m e n t a t i o n  o f  t h e s e  p r o c e d u r e s  t o  p r o v i d e  a l l  
i n t e r e s t e d  p a r t i e s  t h e  o p p o r t u n i t y  t o  c o m p e t e  f o r  ARRC 
c o n t r a c t s .

R e c o m m e n d a t i o n  N o .  8

ARRC  s h o u l d  e n s u r e  t h a t  a l l  e q u i t y  i n v e s t m e n t  a g r e e m e n t s  
p r o v i d e  a n  o p t i o n  f o r  t h e  d i s p o s s e s s i o n  o f  ARRC s  i n t e r e s t  
w i t h i n  a  s p e c i f i e d  t i m e .

T o  p r o v i d e  f o r  t h e  r e p a y m e n t  o f  A R R C ' s  e q u i t y  i n v e s t m e n t  
c a p i t a l ,  c o n t r a c t  p r o v i s i o n s  s h o u l d  p r o v i d e  o p t i o n s  t h a t  
p e r m i t  ARRC ,  a t  i t s  d i s c r e t i o n ,  t o  d i v e s t  i t s e l f  f r o m  a n  
e q u i t y  p o s i t i o n .  W i t h o u t  s u c h  p r o v i s i o n s ,  e q u i t y  c a p i t a l  
c o u l d  b e  h e l d  i n d e f i n i t e l y  b y  i n v e s t e e s .

A s p e c i f i c  t i m e  f r a m e  s h o u l d  b e  d e s i g n a t e d  i n  e a c h  e q u i t y  
a g r e e m e n t  t h a t  d o e s  n o t  u n d u l y  b u r d e n  t h e  f i n a n c i a l  s t a b i l ­
i t y  o f  t h e  p r o j e c t s  b u t  d o e s  e n a b l e  ARRC t o  r e c o v e r  i t s  
c a p i t a l  w i t h i n  a  r e a s o n a b l e  t i m e .
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I V .  T h e  e x t e n t  t o  w h i c h  t h e  b o a r d ,  c o m m i s s i o n  o r  a g e n c y  
h a s  e n c o u r a g e d  i n t e r e s t e d  p e r s o n s  t o  r e p o r t  t o  i t  
c o n c e r n i n g  t h e  e f f e c t  o f  i t s  r e g u l a t i o n s  a n d  d e c i ­
s i o n s  o n  t h e  e f f e c t i v e n e s s  o f  s e r v i c e ,  e c o n o m y  o F  
s e r v i c e ,  a n d  a v a i l a b i l i t y  o f  s e r v i c e  w h i c h  i t  h a s  
p r o v i d e c T

ARRC h a s  p r e p a r e d  a  p l a i n  l a n g u a g e  q u e s t i o n  a n d  
a n s w e r  b r o c h u r e  t h a t  e x p l a i n s  t h e i r  p u r p o s e  a n d  
i n v e s t m e n t  p r o c e d u r e s  a n d  e n c o u r a g e s  i n t e r e s t e d  
p o t e n t i a l  a p p l i c a n t s  t o  c o n t a c t  A R RC .

H o w e v e r ,  o u r  t e s t  o f  a p p l i c a n t  f i l e s  s h o w e d  t h a t  ARRC  
d i d  n o t  a l w a y s  c o n s i d e r  t h e  p r e f e r e n c e s  a n d  p r i o r i ­
t i e s  o f  t h e  r e s i d e n t s  i n  t h e  a r e a  w h e r e  t h e  p r o j e c t  
w a s  l o c a t e d  a s  r e q u i r e d  b y  AS  3 7 . 1 2 . 0 8 0 ( a ) ( 3 )  ( s e e  
R e c o m m e n d a t i o n  N o .  6 ) .

V .  T h e  e x t e n t  t o  w h i c h  t h e  b o a r d ,  c o m m i s s i o n  o r  a g e n c y  
h a s  e n c o u r a g e d  p u b l i c  p a r t i c i p a t i o n  i n  t h e  m a k i n g  o f  
i t s  r e g u l a t i o n s  a n d  d e c i s i o n s !

A l l  r e g u l a r  m e e t i n g s  o f  t h e  B o a r d  o f  T r u s t e e s  a r e  
a d v e r t i s e d  i n  m a j o r  n e w s p a p e r s  i n  t h e  S t a t e .

V I . T h e  e f f i c i e n c y  w i t h  w h i c h  p u b l i c  i n q u i r i e s  o r  c o m ­
p l a i n t s  r e g a r d i n g  t h e  a c t i v i t i e s  o f  t h e  b o a r d ,  c o m ­
m i s s i o n  o r  a g e n c y  f i l e d  w i t h  i t ,  w i t h  t h e  d e p a r t m e n t  
t o  w h i c h  a  b o a r d  o r  c o m m i s s i o n  i s  a d m i n i s t r a t i v e l y  
a s s i g n e d ,  o r  w i t h  t h e  o f f i c e  o f  t h e  o m b u d s m a n  h a v e  
b e e n  p r o c e s s e d  a n d  r e s o l v e d " !

T h e  S t a l e  O m b u d s m a n ' s  O f f i c e  l i s t s  t h r e e  c o m p l a i n t s  
a g a i n s t  A RRC .  O n e  w a s  c l o s e d  a s  b e i n g  p r e i r a t u r e  a n d  
t h e  o t h e r  tw o  w e r e  c l o s e d  b e c a u s e  t h e  c o m p l a i n a n t  
f a i l e d  t o  p r o v i d e  a d d i t i o n a l  i n f o r m a t i o n .

V I I .  T h e  e x t e n t  t o  w h i c h  a  b o a r d  o r  c o m m i s s i o n  w h i c h
r e g u l a t e d  e n t r y  i n t o  a n  o c c u p a t i o n  o r  p r o f e s s i o n  h a s  
p r e s e n t e d  q u a l i f i e d  a p p l i c a n t s  t o  s e r v e  t h e  p u b l i c .

N o t  a p p l i c a b l e  t o  A R RC .

V I I I .  T h e  e x t e n t  t o  w h i c h  s t a t e  p e r s o n n e l  p r a c t i c e s ,  i n -  
c l u d i . n g ~ a T T T r m a t i v c  a c t i o n  r e q u i r e m e n t s ,  h a v e  b e e n  
c o m p l i e d  w i t h  b y  t h e  b o a r d ,  c o m m i s s i o n  o r  a g e n c y  t c  
i t s  own  a c t i v i t i e s  a n d  t h e  a r e a  o f  a c t i v i t y  o r ~  ̂
i n t e r e s t .

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

S T A T E  O F A L A S K A - 1 3 - d i v i s i o n  OF L E G IS L A T IV E  A U D IT



I X . T h e  e x t e n t  t o  w h i c h  s t a t u t o r y ,  r e g u l a t o r y ,  b u d g e t i n g  
o r  o t h e r  c h a n g e s  a r e  n e c e s s a r y  t o  e n a b l e  t h e  a g e n c y /  
b o a r d  o r  c o m m i s s i o n  t o  b e t t e r  s e r v e  t h e  i n t e r e s t s  o f  
t h e  p u b l i c  a n d  t o  c o m p l y  w i t f i ~  t h e  f a c t o r s  e n u m e r a t e ?  
i n  t h i s  s u b s e c t i o n .

P l e a s e  r e f e r  t o  t h e  p r e v i o u s  s e c t i o n ,  F i n d i n g s  a n d  
R e c o m m e n d a t i o n s .
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APPENDIX A

DEPARTMENT OF RLvii.JE 
ALASKA RENEWABLE RESOURCES CORPORATION 

SCIIF.DUiE OF INVESTMENTS 
as  of  Septembe r  30, 1981 

(UNAUDITED)
(Note 1)

O u t s t a n d i n g
I n v e s t e e _______________________  L o c a t i o n __________________Bus i n e s s _________________ Equ i t y  Deb t __________ Commitments T o t a l _______

"(Note 2) 7Note 3) (Notes 4 & 5)
F i s h e r i e s

Ala sk a  Food Company Kodiak Seafood  P r o c e s s i n g $ 500,000 $ 5,581,332 $ 48,668 $ 6,130,000
I c i c l e  Sea foods Var ious/A la ska Seafood P r o c e s s i n g 3,077,466 400,000 22,534 3,500,000
M a r t i n  C l a r k Naknek Seafood P r o c e s s i n g -0- 394,290 -0- 394,290
Amer ican Eagle  Sea foods Gu l f  of  Alaska F l o a t i n g  P r o c e s s o r -0- 200,000 -0- 200,000
New Seward Kenai P en i n s u l a I c i c l e  Lea seback 150,000 1,282,500 -0- 1,432,500
B a l l  B r o t h e r s D i l l i n gham Seafood  P r o c e s s i n g 500,000 3,650,000 -0- 4,150,000
Sa l am a t o f  Sea foods Kenai Seafood  P r o c e s s i n g 300,000 3,161, F 3 3 1,500 000 4,961,833
Sen F i s h e r S o u t h e a s t  Alaska F l o a t i n g  P r o c e s s o r -0- 150,000 0- 150,000
Kokcch ik Cape Romanzof H e r r i n g  F i s h e r y 490 278 .588 -0- 279,078
TEPA Coos Bay, Oregon F i s a  Meal P ro d u c t s 200,000 35^ ,615 911,485 1,466,100
Seaward Sh i py a rd Ke tc h ik an Ves se l  Ma in tenance 150,000 480 '00 -0- 630,000
P a c i f i c  n o a t  and Barge Eag le  R iv e r Boat B u i l d i n g -0- 1.'./ ,836 38,748 lb6,584
T r i n i t y  Resou rc es  
M a r t i n ' s  Seafoods

Kodiak F i s h i n g / P r o c e s s i n g 255,000 296,048 -0- 551,048
Anchorage Seafood  P r o c e s s i n g -0- 454,719 -0- 454,719

Alaska F . I .S . I I . So1 dotna/Homer/Kodiak F i s h i n g  Gear/Supply 125,000 103,702 -0- 228,702
Ala ska B a i t  P roduce rs Tennkee I n l e t B a i t  H e r r i ng 85,000 357,129 42,871 485,000
S f - r l i n g  Sea food s G u l f / Sou t h e a s t F l o a t i n g  P r o c e s s o r 100,000 1,112,341 1,225 1,213,566
Kfcchcmak Sea foods Trgiai- Seafood P r o c e s s i n g -0- 1.50,000 -0- 250,000
Sea food s of  Alaska o t e r l i i g Smoked Salmon 120,000 ■ * 28,000 -0- 548,000
Smokwa She11 Kodiak Sea food P r o c e s s i n g -0- -0- 500,000 500.000

500.000Ala sk a  Ventur e  Corp. I n t e r i o r  Alaska I d e n t i f y  P r o j e c t s -0- -0- 500,000
Chugach F i s h e r i e s Cordova Sea food P r o c e s s i n g -0- -0- 1,500,000 1,500,000

Agr i c u l t u r e
Wild Ber ry  C on f e c t i o n s Anchorage C on f e c t i o n e r y .  -0- 34,245 300,000 334,245
Anchor Renewable Forms Anchor Po i n t Crccnhou sc/P roduce -0- 119,468 532 120,000
G rea t  Land Farm. Pa 1 me r Mushroom Farm 50,000 170,000 -0- 220,000
P en i n s u l a  C te cnhouso Kenai C recnhouso/P roduce -0- -0- 550.000 550,000
Rice Fur Farm Nor th  Pol e Fox Furm -0- -0- 154,000 154,000
A r c t i c  Farm and Garden N j r t h  Pol e Feed M i l l -0- -0- 1,500,000 1,500,000
Alaska Ven tu re  Corp. I n t e r i o r  Alaska I d e n t i f y  P r o j e c t s -0- -0- 200,000 200,000

(continued  next page)



APPENDIX A

DEPARTMENT OF REVENUE 
ALASKA RENEWABLE RESOURCES CORPORATION 

SCHEDULE OF INVESTMENTS 
a s  o f  September  3C, 19fi1 

(UNAUDITED)
(Note 1)

I n v e s t e e Lo c a t i o n Bu s i n e s s Eq u i t y
O u t s t a n d i n g
Debt Commitments
(Note 2) l l l o t e  3)

To t a l ______
TTlotes A & 5)

Timber
Schnabe l  Lumber Co. 
A la sk a  Timber  Co.
The Woodyard 
P i n e ' s  Sawmil l 
S t e i k  E n t e r p r i s e s  
M a s t e r c r a f t / A l a s k a n  Wood 
Chugach N a t i v e s ,  I n c .  
Seaward Sh i py a rd  
Wood's T r aw l e r s

O th e r
Renewable Gas Deve lop ­

ment C o r p o r a t i o n  
Alaska Ven tu re  Corp.

To t a l

Haines Waste W oo d /E l e c t r i c i t y -0- 44,783 3,555,217 3 ,600,000
Klawock Waste  W oo d /E l e c t r i c i t y -10- 400,361 1,199,639 1 ,600,000
Juneau Firewood -0- 39,167 11,970 51,137
Tok Sawmill -0- 16,500 -0- 16,500
Anchor P o i n t Sawmil l -0- 55,000 -0- 55,000
Anchorage Wood F u r n i t u r e 200,COO 315,000 -0- 515,000
Montague I s l a n d Timber  Survey -0- 35,000 -0- 35,000
Ke tch ik an Ves s e l  Ma in te nance -0- 100,000 -0- 100,000
Anchor Po i n t F i b e r g l a s s  V e s s e l s -0- -0- 50,000 50,000

Homer Home Wood G a s i f i c a t i o n -0- -0- 242,000 242,000
I n t e r i o r  Alaska I d e n t i f y  P r o j e c t s -0- -0- 300,000 300,000

S h l l L f  56 $20.392.457 $13,128,882 .334.:02

Note 1: The Sch edu le  o f  I n v e s tm en t s  wa3 p r e p a r e d  from ARRC r e c o r d s .  The i n f o rm a t i o n  c o n t a i n e d  in  t h e  s c h ed u l e  was no t
a u d i t e d  by us and a c c o r d i n g l y ,  we do n o t  e x p r e s s  an o p i n i o n  on i t .

Note 2: The o u t s t a n d i n g  d eb t  amounts com t s t  o f  p r i n c i p a l  on l y  and do not  i n c l u d e  a c c r u e d  i n t e r e s t  p ay ab l e  t o  ARRC.
Note 3: Commitments r e p r e s e n t  funds drawn ou t  o f  T r e a s u r y  bu t  n o t  y e t  d i s b u r s e d  t d  i n v e s t e e s .
Note 4: The t o t a l  i n v e s tm en t s  i n c l u d e  deb t  and eq i t y  f i n a n c i n g  and do no t  i n c l u d e  g r a n t s ,  t e c h n i c a l  a s s i s t a n c e  o r

m i s c e l l a n e o u s  p l e d g e s .
Note 5: The f o l l ow in g  i n v e s t e e s  a r e , i n  b a nk ru p t cy  p r o c e e d i n g s :

S a l am a to f  Seafoods  
A laska  Food Company 
P a c i f i c  float and Barge 
M a r t i n ' s  Sea foods



APPENDIX B

DEPARTMENT OF REVENUE 
ALASKA REUEWABJ E RESOURCES CORPORATION 

SCHEDULE OF GRANTS 
A p r i l  1, 1980 - Sept embe r  30, 1981 

(UNAUDITED)
(Note 1)

G ran t e e L o c a t i o n Pu rpo se Amount
A la sk a  P a c i f i c  U n i v e r s i t y Anchorage E n t r e p r e n e u r i a l  c h a i r $100,000
F u t u r e  Farmers  o f  Amer ica Pa lmer L i v e s t o c k  a u c t i o n 2,344
U n i v e r s i t y  of  A la sk a  F a i r b a n k s  

C oo p e r a t i v e  E x t e n s i o n Anchorage A g r i c u l t u r a l  symposium 13,700
T r i n i t y  R e sou r c e s  Corp. Kodiak B o t t cm f i s h  d em o n s t r a t i o n  p r o j e c t 36,395
Lon g l i n e  F i s h e rm en ' s  

A s s o c i a t i o n S o u t h e a s t B o t t om f i s h  m a r k e t i n g  p r o j e c t 15,000
Ala sk a  Counc i l  on Economic 

E d u c a t i o n  (Note 2) F a i r b a n k s Promote f r e e  e n t e r p r i s e 5,000
T o t a l $172.439

Note 1: The Schedu l e  o f  G r a n t s  was p r e p a r e d  from ARRC r e c o r d s .  The i n f o rm a t i o n
c o n t a i n e d  i n  t h e  s c h e d u l e  was n o t  a u d i t e d  by us and a c c o r d i n g l y ,  we do
n o t  e x p r e s s  an o p i n i o n  on i t .

Note  2: The g r a n t  t o  t h e  A la sk a  Counc i l  on Economic E d u c a t i o n  was app roved  by
t h e  Board of  T r u s t e e s  on A p r i l  29, 1981 but  i s  u n d i s b u r s e d  as  o f
Sept embe r  30, 1981.



APPENDIX C

DEPARTMENT 01' REVENUE 
ALASKA RENEWABLE RESOURCES CORPORATION 

SCHEDULE OF TECHNICAL ASSISTANCE 
Ap r i l  Y~, 1980 - September  30, 1961 

(UNAUDITED)
(Note J.)

Amount Amount
I n v e s t e e  L o c a t i o n  Bu s i n e s s  D i sbu r s ed  Committed T o t a l

(Note 2)
F i s h e r i e s

P a c i f i c  Barge and Boat 
Kokechik.

Eag le  R iv e r  
Cane Ro-nanzof

Boat B u i l d i n g  
H e r r i n g  F i s h e r v

$ A,000 
6.841

$ -0-
25.000

$ 4,000 
31.840

S toknav i k Cape Rnmnnznf H e r r i n g  F i s h e r y 91 S ....... . *0-.... ............ . 215
Sea F i s h e r S o u t h e a s t  Alaska F l o a t i n g  P r o c e s s o r 1,930 50,000 51,930
SeaWard Sh i py a rd Ke t c h ik an Ves se l  Ma in te nance 3,668 50,000 53,668
Ala sk a  B a i t  P rodu ce r s Tenakee I n l e t B a i t  H e r r i n g 7,201 25,000 32,201
M a r t i n ' s  Sea food s (Note 3) Anchorage Sea food P r o c e s s i n g 10,000 25,000 35,000
M a r t i n  C l a r k Naknek Seafood  P r o c e s s i n g 25,612 -0- 25,612
Sa l am a t o f  Sea food s Kenai Sea food P r o c e s s i n g 6,751 100,000 106,751
Bal 1 B r o t h e r s D i l l i n g ham Suafood P r o c e s s i n g 18,612 35,000 53,612
T r i n i t y  Resou rc es Kodiak F i s h i n g / P r o c e s s i n g  

Seafood  P r o c e s s i n g
75A -0- 754

Sea Catch Kenai 500 -0- 500
F l y i n g  F i s h  and Crab 

(Note 3) Homer T e s t  Quik-Pik Machine -0- r.0,000 20,000
TEPA Coos Bay, Oregon F i s h  Meal P r o d u c t s -0- 25,000 25,000
S t e r l i n g  Sea foods G u l f / So u t h e a s t F l o a t i n g  P r o c e s s o r -0- 25,000 25,000
S ad i e  Cove Boat (Note 3) Kachemak Bay Wood Boat Marke t  S tudy -0- 10,000 10,000
Bob Woodward (Note 3) Kodiak Sea U rch i n  F e a s i b i l i t y -0- 35,000 35,000
Swokwa S h e l l Kodiak Seafood P r o c e s s i n g -0- 50,000 50,000
Kachemak Sea foods Toglak Seafood P r o c e s s i n g -0- 20,000 20,000
Sea food s of  Alaska S t e r l i n g Smoked Salmon -0- 30,000 30,000
Alaska  Seafood Ma rke t i ng  
I n s t i t u t e Juneau Seafood  Ma rk e t i n g 41,993 -0- 41,993

:r i c u l  t u r  e 
A la sk a  Mushroom Anchorage Marke t  S tudy 225 -0- 225
Anchor Renewable Farms Anchor  P o i n t Grc sP roduce 1,411 -0- 1,411
G r e a t  Land Farms Palmer Mushroom Farm -0- 20,000 20,000

50,000WildBer ry  C on f e c t i o n s Anchorage Con fe c t  i o n e r y -0- 50,000
DeVanney A l e u t i a n  I s l a n d s L i v e s t o c k  Farm -0- 50,000 50,000
Rico Fur  Farm Nor th Pole Fox Farm -0- 25,000 25,000
Commercial B e r r y  Farms Palmer Marke t S tudy -0- 25,000 25,000

(continued  next page)



APPENDIX C
DEPARTMENT OF REVENUE 

ALASKA RENEWABLE RESOURCES CORPORATION 
SCHEDULE OF TECHNICAL ASSISTANCE 

Ap r i l  1, i ‘)C0 - Septembe r  30, 1981 
(UNAUDITED)

I n v e s t e e Lo c a t i o n Bus ine s s
Amount
D isbu rs ed

Amount 
Committed 
(Note 2)

T o t a l

i
t o
01

Timber
P i n e ' s  Sawmill  
M a s t e r c r a f t / A l a s k a n  Wood 
Schnabe l  Lumber Co. 
I n t e r i o r  V i l l a g e  Assoc .  
The Woodyard 
Kuskokwim Corp.
The F i t z s imm in s  (Note 3) 
J u s t  Logs (Note 3)

To t a l

Tok
Anchorage
Haines
F a i r b a nk s
Juneau
Upper Kuskokwim R iv e r  
I n t e r i o r  A la sk a  
McGrath

Sawmill
Wood F u r n i t u r e  
Sawmill
Rura l  Deve lopment 
Firewood 
Timber  S tudy 
Fi rewood Study 
Log Marke t  S tudy

1,359 
12,038 
12,543 
6,600 
1,219 

15,000 
-0- 
-0 -

$ -0 -
50.000 

150,000
-0 -
-0 -
-0 -

25.000 
1 10,000

1,359
62,038

162,543
6,600
1,219

15.000
25.000
10.000

$930.000 $1 ,108,472.

; Note 1: The Sch edu le  of  T e c h n i c a l  A s s i s t a n c e  was p r e p a r e d  f rom ARRC r e c o r d s .  The i n f o rm a t i o n  c o n t a i n e d  i n
§ t h e  Schedu le  was n o t  a u d i t e d  by us and a c c o r d i n g l y ,  we do not  e x p r e s s  an o p i n i o n  on i t .
r Note 2: Commitments r e p r e s e n t  funds drawn ou t  o f  T r e a s u r y  bu t  n o t  y e t  d i s b u r s e d  t o  a p p l i c a n t s / i n v e s t e e s .
C
? Note 3: Ajnounts commit ted f o r  t h e s e  p r o j e c t s  were  s u b s e q u e n t l y  r e t u r n e d  t o  T r e a s u r y  and w i l l  no t  be u s ed .
;



DEPARTMENT OF REVENUE 
ALASKA RENEWABLE RESOURCES CORPORATION 

SCHEDULE OF OTHER USE OF FUNDS 
a s  or Sept embe r  30, 1981 

(UNAUDITED)
(Note 1)

APPENDIX D

I n v e s t e e L o c a t i o n Pu rpo se Amount
P ledged  A s s e t s  and Gua r an t e e s

F l y i n g  F i s h  and Crab Homer
P i t s  S o l a r  Home Anchorage
B a l l  B r o t h e r s  D i l l i n g h am
Sea food s o f  A laska  S t e r l i n g

L i c e n s i n g  Agreements
Anchor Renewable Farms Anchor P o i n t
A l t e r n a t i v e  Energy Deve lopment

C o r p o r a t i o n  Anchorage
T o t a l

Damage d e p o s i t  
Mor tgage g u a r a n t e e  
Note g u a r a n t e e  
Note g u a r a n t e e

Roy a l t y  from s a l e s  
R oy a l t y  from s a l e s

$ 25,000 
120,000 
180,000 
500,000

4,500
53.900

S883.400

Note 1: The Sch edu le  o f  O th e r  Use o f  Funds was p r e p a r e d  from ARRC r e c o r d s .
The i n f o rm a t i o n  c o n t a i n e d  i n  t h e  Sch edu le  was no t  a u d i t e d  by us and 
a c c o r d i n g l y ,  we do not  e x p r e s s  an o p i n i o n  on i t .
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DEPARTMENT OF REVENUE 
ALASKA RENEWABLE RESOURCES CORPORATION 

SCHEDULE OF DELINQUENT LOANS 
Ap r i l  1, 1980 - Sept embe r  30, 1981 

(UNAUDITED)
(Note 1)

APPENDIX E

P r i n c i p a l P r i r  c i p a l Due I n t e r e s t I n t e r e s t Due To t a l
I n v e s t e e Balance P a s t  Due Date Bal ance P a s t  Due Date P a s t  Due
Alaska  Food Company $1 ,451,332 $ -0- N/A $ 84,132 $ 73,247 09/15/81 $ 73,247
Alaska Food Company 1,000,000 -0- N/A 91,000 81,000 08/31/81 81,000
Alaska Food Company 2,000,000 -0- N/A 295,528 262,056 08/31/81 262,056
American F g l e  Seafoods 150,000 150,000 07/31/81 16,639 14,639

644
09/01/81 164,639

American . .agle Sea foods 50,000 50,000 09/01/81 644 09/01/81 50,644
Ba l l  B ro th e r s 150,000 150,000 07/31/81 5,528 5,528 07/31/81 155,528
Ra i l  B ro th e r s 350,000 350,000 07/31/81 12,306 12,306 07/31/81 362,306
M a r t i n ' s  Seafoods 454,719 -0- N/A 26,636 20,600 09/01/81 20,600
P a c i f i c  Boat and Barge 91,455 91,455 10/30/80 8,363 8,363 10/30/80 99,818
P a c i f i c  Boat and Barge 36,381 36,381 07/31/80 931 931 07/31/80 37,312
Sen F i s h e r 150,000 -0- N/A 10,374 7,551 09/01/81 7,551
Seafoods  o f  Alaska 130,000 -0- N/A 4,983 2,817

7,245
09/01/81 2,817

SeaWard S h ipy a r d 210,000 210,000 03/05/81 7,245 03/05/81 217,245
SeaWard Sh ipy a rd 20,000 20,000 03/05/81 690 590 03/05/81 20,690
T r i n i t y  Resou rces 175,000 -0- N/A 6,563 6,563 08/31/81 6,563
T r i n i t y  Resou rces 61,048 61 ,048 06/30/81 4,629 4,629 06/30/81 65,677
T r i n i t y  Resou rc es 60,000 60,000 06/30/81 4,425 4,425 06/30/81 64,425
G rea t  Land Farms 50,000 -0- N/A 1,080 447 09/01/81 447
S t e i k  E n t e r p r i s e s 55,000 -0- N/A 2,530 1,705 09/01/8. 1,705
The Woodyard 39,167 39,167 Unknown 4,598 4,598 Unknown 43,765
Alaska Timber  Company 400,361 -0- N/A 9,097 4.434 08/01/81 4.434
To t a l $7.084.463 ,?1 .218.051 S597 .9 21 $524.418 £ L 7'*2,4£2

Note Is The Schedu le  of  D e l i n quen t  Loans was p r e p a r e d  from ARRC r e c o r d s .  The I n f o rm a t i o n  c o n t a i n e d  in  t h e  Sch edu le  
was no t  a u d i t e d  by us and a c c o r d i n g l y ,  we do n o t  e x p r e s s  an o p i n i o n  on i t .



D E P A R T M E N T  O F  R E V E N U E

A L A S K A  R E N E W A B L E  R E S O U R C E S  C O R P O R A T I O N

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

JAY S . HAMMOND, GOVERNOR

D E P A R T M E N T  O F  L A W

OFFICE OF THE ATTOHHEY CENEHAL
POUCH K -S TA TE  CAPITOL 
JUNEAU, ALASKA 99811

4 6 5 - 3 6 0 0
J u l y  2 9 ,  1 9 8 0

l l r .  G e r a l d  R .  W i l k e r s o n ,  CPA  
D i v i s i o n  o f  L e g i s l a t i v e  A u d i t  
T o u c h  W
J u n e a u ,  A l a s k a  9 9 8 1 1 JJ& G ISLASASE

A U D T fl

JiR. 8 0  W O

R e :  ARRC  s p e n d i n g  a n d  i n v e s t m e n t
p r a c t i c e s
O u r  f i l e :  J - 6 6 - 7 9 2 - 8 0

D e a r  h r .  W i l k e r s o n :

Y o u  h a v e  a s i c e d  w h e t h e r  ( 1 )  t h e  s t a t u t o r y  l i m i t a t i o n

o n  t h e  A l a s k a  R e n e w a b l e  R e s o u r c e s  C o r p o r a t i o n ' s  ( A R R C ' s )  i n ­

v e s t m e n t s  i n  a  c o m p a n y  i n c l u d e s  o u f i g h t  l o a n s ,  ( 2 )  w h e t h e r  

t e c h n i c a l  a s s i s t a n c e  f u n d i n g  c a n  c o m e  f r o m  A R R C ' s  c a p i t a l  

b u d g e t ,  ( 3 )  w h e t h e r  a p p l i c a n t s  f o r  t h a t  a s s i s t a n c e  m u s t  m e e t  

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

a n c e ,  ( 4 )  w h e t h e r  ARRC  m u s t  r e c e i v e  a  r e t u r n  o n  e x p e n d i t u r e s  

f o r  t e c h n i c a l  a s s i s t a n c e ,  a n d  ( 5 )  w h e t h e r  ARRC o r  t h e  D e p a r t ­

m e n t  o f  R e v e n u e  h a s  u l t i m a t e  a u t h o r i t y  a n d  c o n t r o l  o v e r  t h e  

i n v e s t m e n t  o f  A R R C ' s  s u r p l u s  f u n d s .  We w i l l  a n s w e r  e a c h  

q u e s t i o n  i n  t u r n .

1 .  T h e  s t a t u t o r y  l i m i t a t i o n  o n  A R R C ' s  i n v e s t m e n t s  

r e l a t e s  t o  e q u i t y  i n v e s t m e n t s  a n d  d o e s  n o t  i n c l u d e  l o a n s .

AS 3 7 . 1 2 . 0 8 0 ( b )  p r o v i d e s  i n  r e l e v a n t  p a r t  t h a t  t h e  

ARRC b o a r d  may  n o t
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ALASKA  RENEWABLE R E SO U R C E S  CO RPO RA T IO N  
ATTORNEY  GENERAL O P IN IO N S

G e r a l d  R .  W i l k e r s o n  - 2 -  J u l y  2 9 ,  1 9 8 0

i n v e s t  i n  m o r e  t h a n  4 9  p e r c e n t  o f  t h e  o u t s t a n d ­
i n g  c o r p o r a t e  s t o c k  o r  o t h e r  c o r p o r a t e  o b l i g a ­
t i o n s  i s s u e d  b y  a n  a p p l i c a n t  . . . .

G i v e n  t h e i r  p l a i n  m e a n i n g ,  t h e  w o r d s  " c o r p o r a t e  o b l i g a t i o n s "  

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

e r  l i a b i l i t i e s  o f  t h e  a p p l i c a n t .  H o w e v e r ,  " [ t ] h e  n o t i o n  t h a t  

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

p l a i n  i s  m e r e l y  p e r n i c i o u s  o v e r s i m p l i f i c a t i o n . "  • U n i t e d  S t a t e s  

v .  M o n i a ,  3 1 7  U . S .  4 2 4 ,  4 3 1  ( 1 9 4 3 ) ( F r a n k f u r t e r , J . ,  d i s s e n t ­

i n g ) .  T h i s  i s  e s p e c i a l l y  t r u e  w h e r e ,  a s  h e r e ,  w e  a r e  d e a l ­

i n g  w i t h  a  s t a t u t e  w h i c h  i s  t h e  a p o t h e o s i s  o f  i m p r e c i s i o n .

I f  we l o o k  a t  t h e  s t a t u t e  a s  a  w h o l e ,  i t  s e e m s  r a ­

t h e r  o b v i o u s  t h a t  ARRC  w i l l  r o u t i n e l y  b e  h o l d i n g  a l l  o r  a l ­

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

v e r y  r e a s o n  f o r  A R R C ' s  p a r t i c i p a t i o n  i s  t h e  u n a v a i l a b i l i t y  

o f  r e g u l a r  f i n a n c i n g .  C h .  1 7 9 ,  § 2 ,  S L A  1 9 7 8 ,  s e t  o u t  a s  a  

n o t e  p r e c e e d i n g  AS 3 7 . 1 2 . 0 1 0 .  H e n c e ,  g i v i n g  t h e  w o r d s  " o t h e r  

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

t h e  v e r y  p u r p o s e  f o r  t h e  l e g i s l a t u r e ' s  p a s s i n g  t h e  s t a t u t e  

i n  t h e  f i r s t  p l a c e .  A c c o r d i n g l y ,  we c o n c u r  i n  t h e  i n t e r p r e ­

t a t i o n  p l a c e d  o n  t h i s  p r o h i b i t i o n  b y  t h e  ARRC b o a r d ,  i . e . , 

a s  b e i n g  a p p l i c a b l e  o n l y  t o  e q u i t y  i n t e r e s t s  i n  a p p l i c a n t  

c o r p o r a t i o n s .

2 .  F u n d i n g  o f  t e c h n i c a l  a s s i s t a n c e  c a n  c o m e  f r o m  

A R R C ' s  s o - c a l l e d  c a p i t a l  b u d g e t .
We d o  n o t  d o u b t  t h a t ,  a s  a n  a c c o u n t i n g  r u l e ,  t e c h ­

n i c a l  a s s i s t a n c e  e x p e n s e s  s h o u l d  b e  c o n s i d e r e d  a s  o p e r a t i n g  

e x p e n s e s  a s  o p p o s e d  t o  c a p i t a l  e x p e n s e s .  T h e  p r o b l e m  h e r e ,
S TA TE  O F  A LA SK A  - 2 4 -  D IV IS IO N  O F  L E G IS L A T IV E  A U D IT



DEPARTMENT OF REVENUE 
ALASKA RENEWABLE RESOURCES CORPORATION 

ATTORNEY GENERAL OPINIONS

G e r a l d  R .  W i l k e r s o n 3  - J u l y  2 9 ,  1 9 8 0

h o w e v e r ,  i s  t h a t  t h e  l e g i s l a t u r e  a p p r o p r i a t e s  t o  t h e  c a p i t a l  

b u d g e t  w i t h o u t  r e g a r d  f o r  t h e  n i c e t i e s  o f  t h a t  d i s t i n c t i o n .  

T h a t  i s  t r u e  n o t  o n l y  o f  A R R C ' s  b u d g e t  b u t  o f  t h e  e n t i r e  b u d ­

g e t  g e n e r a l l y .  A c c o r d i n g l y ,  t h e  m e r e  f a c t  t h a t  m o n e y  h a s  

b e e n  a p p r o p r i a t e d  t o  ARRC  i n  t h a t  p a r t  o f  t h e  b u d g e t  d e n o m i ­

n a t e d  a s  b e i n g  f o r  " c a p i t a l  p r o j e c t s "  d o e s  n o t ,  i n  a n d  o f  

i t s e l f ,  m a k e  i t  u n a v a i l a b l e  f o r  e x p e n d i t u r e  f o r  w h a t  a r e  u s u ­

a l l y  c a t e g o r i z e d  a s  o p e r a t i n g  e x p e n s e s .

p r i a t i o n  t o  ARRC  f o r  c a p i t a l  p r o j e c t s  a n d  t h e  a b s e n c e  o f  a n y  

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

p r i a t i o n s  f o r  " c a p i t a l  p r o j e c t s , "  t h e r e  a r e  n o  l e g a l  r e s t r a i n t s  

o n  A R R C ' s  e x p e n d i n g  t h e  l a t t e r  f o r  t e c h n i c a l  a s s i s t a n c e .  A s  

a  s t a t u t o r y  r u l e ,  A R R C ' s  o w n  a d m i n i s t r a t i v e  e x p e n s e s  a r e  t o  

b e  b u d g e t e d  a s  i t s  o p e r a t i n g  e x p e r . s e s .  AS  3 7 . 1 2 . 0 9 5 ( b )  p r o ­

v i d e s :  " T h e  t o t a l  a m o u n t  o f  t h e  c o r p o r a t i o n ' s  o p e r a t i n g  b u d ­

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

p r i a t e d  f r o m  t h e  g e n e r a l  f u n d . "  T h e  ARRC  p r o j e c t s ,  w h i c h  - -  

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

t e c h n i c a l  a s s i s t a n c e ,  a r e  t h e n  t o  b e  b u d g e t e d  s e p a r a t e l y ,  

p r e s u m a b l y  a s  c a p i t a l  p r o j e c t s .  T h i s  i s  p r e c i s e l y  w h a t  a p ­

p e a r s  t o  h a v e  b e e n  d o n e  h e r e .  I n  t h e  1 9 7 9  a p p r o p r i a t i o n s  

b i l l ,  c h .  8 0 ,  SLA  1 9 7 9 ,  a t  p a g e  1 1 5  o f  t h e  1 9 7 9  T e m p o r a r y  a n d  

S p e c i a l  A c t s ,  $ 6 3 8 , 0 0 0  i s  a p p r o p r i a t e d  t o  ARRC  f r o m  t h e  g e n ­

e r a l  f u n i  u n d e r  t h e  g e n e r a l  d e n o m i n a t i o n  o f  " o p e r a t i n g  e x p e n ­

d i t u r e s . "  I d . ,  a t  6 9 .  On p a g e  1 6 4 ,  s o m e  $ 3 2  m i l l i o n ,  b r o k e n  

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

G i v e n  t h e  h i g h l y  g e n e r a l i z e d  n a t u r e  o f  t h e  a p p r o -
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APPENDIX p  j

DEPARTMENT OF REVENUE 
ALASKA RENEWABLE RESOURCES CORPORATION 

ATTORNEY GENERAL OPINIONS

G e r a l d  R .  W i l k e r s o n  - 4 -  J u l y  2 9 ,  1 9 3 0

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

p r o j e c t s . "  A c c o r d i n g l y ,  t h i s  u s e  o f  t h e  f u n d s  h a s  t o  b e  v a ­

l i d  v a l i d  u n d e r  b o t h  A S  3 7 . 1 2 . 0 9 5  a n d  c h a p t e r  8 0 ,  S L A  1 9 7 9 .

3 .  T e c h n i c a l  a s s i s t a n c e  m u s t  b e  l i m i t e d  t o  e n t i t i e s  

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

A s  ARRC c o u n s e l  p o i n t s  o u t ,  t h e  s t a t u t e  d o e s  n o t  

g e n e r a l l y  l e n d  i t s e l f  t o  c e r t a i n t y .  On t h i s  m a t t e r ,  i t  i s  

a s  f o l l o w s :

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

AS 3 7 . 1 2 . 1 1 5 ( b ) ( e m p h a s i s  a d d e d ) .  T h e  s t a t u t e  d e f i n e s  " a p p l i ­

c a n t "  a s  f o l l o w s :

' a p p l i c a n t '  m e a n s  a  p e r s o n  m a k i n g  a p p l i c a t i o n  
t o  t h e  c o r p o r a t i o n  f o r  f i n a n c i a l  a s s i s t a n c e

AS 3 7 . 1 2 . 1 2 5 ( 1 ) ( e m p h a s i s  a d d e d ) .  T h e  t e r m  " q u a l i f i e d  a p p l i ­

c a n t "  i s  n o t  i n c l u d e d  w i t h i n  t h e  d e f i n i t i o n s  s e c t i o n  o f  t h e  

s t a t u t e ,  b u t  i n  e f f e c t ,  i s  d e f i n e d  b y  t h o s e  p r o v i s i o n s  o f  

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

a s s i s t a n c e  i n  AS 3 7 . 1 2 . 0 8 5 ,  w h i c h  s t a t e s  t h a t  " [ a ] n  a p p l i c a n t  

i s  q u a l i f i e d  i f , "  h o  h a s  s u b m i t t e d  a  p r o p o s a l  u n d e r  AS 3 7 . -  

1 2 . 0 8 0 ( a ) ( 1 ) ,  i s  a  t h r e e - y e a r  r e s i d e n t ,  a n d  h a s  n o t  b e e n  a  

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

C o u n s e l  f o r  ARRC  s u g g e s t s  t h a t  i t  m a y  b e  n e c e s s a r y  

f o r  s o m e  a p p l i c a n t s  t o  r e c e i v e  t e c h n i c a l  a s s i s t a n c e  b e f o r e  
t h e y  c a n  q u a l i f y  i n  t h a t  t h e y  a r e  n o t  c a p a b l e  o f  s u b m i t t i n g  

a  p r o p o s a l  u n d e r  AS 3 7 . 1 . 2 . 0 8 0 ( a ) ( 1 )  w i t h o u t  t h a t  a s s i s t a n c e ,
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DEPARTMENT OF REVENUE 
ALASKA  RENEWABLE RESO URCES  C ORPORAT ION  

ATTORNEY  GENERAL O P IN IO N S
G e r a l d  R .  W i l k e r s o n  -  5  -  J u l y  2 9 ,  1 9 8 0

B u t  t h e  r e q u i r e m e n t s  o f  AS 3 7 . 1 2 . 0 8 0 ( a ) ( 1 )  a r e  n o t  t h a t  t e c h ­

n i c a l l y  d i f f i c u l t ,  a n d  t h e r e  c a n  b e  l i t t l e  q u e s t i o n  t h a t ,  a s  

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

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

s e c t i o n  8 0 ( a ) ( 1 ) .  A f t e r  t h a t  h a s  b e e n  d o n e ,  t h e  b o a r d  c a n  

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

s i s t a n c e  t o  q u a l i f i e d  a p p l i c a n t s  a s  i t  c o n s i d e r s  n e c e s s a r y  

i n  t h e  c i r c u m s t a n c e s . "  AS  3 7 . 1 2 . 1 1 5 ( b ) .

4 .  T h e r e  i s  n o  r e q u i r e m e n t  t h a t  t h e  b o a r d  r e a l ­

i z e  a  r e t u r n  o n  m o n e y  p r o v i d e d  f o r  t e c h n i c a l  a s s i s t a n c e .

We c o n c u r  w i t h  A R R C ' s  c o u n s e l  t h a t  t h e  s t a t u t e  d o e s  

n o t  r e q u i r e  ARRC t o  r e a l i z e  a  r e t u r n  o n  m o n e y  p r o v i d e d  f o r  

t e c h n i c a l  a s s i s t a n c e .  We t h i n k  t h a t  i t  i s  l e f t  t o  t h e  s o u n d  

d i s c r e t i o n  o f  A R R C ' r ,  b o a r d  t o  d e t e r m i n e  w h e t h e r  m o n e y  s o  u s e d  

m u s t  b e  r e p a i d .  T h e  H o u s e  F i n a n c e  C o m m i t t e e  s t a t e d  t h a t  t h e  

m o n e y  w o u l d  b e  r e p a i d .  1 9 7 8  H .  J o u r .  8 3 2 .  B u t  t h e  d i s c r e ­

t i o n a r y  l a n g u a g e  o f  t h e  s t a t u t e  t o  t h e  e f f e c t  t h a t  t h e  m o n e y  

s o  u s e d  " m a y  f o r m  a  p a r t  o f  a  l a t e r  i n v e s t m e n t , "  m u s t  bo. 

d e e m e d  t o  c o n t r o l .

5 .  T h e  Do  a r t m c n t  o f  R e v e n u e  h a s  c o n t r o l  o v e r  t h e  

i n v e s t m e n t  o f  ARRC  f u n d s .

We h a v e  c o n c l u d e d  t h a t  t h e  e s t a b l i s h m e n t  o f  t h e  

A l a s k a  R e n e w a b l e  R e s o u r c e s  D e v e l o p m e n t  F u n d ,  AS 3 7 . 1 1 . 0 1 0  -  

0 4 0 ,  t h e  A l a s k a  R e n e w a b l e  R e s o u r c e s  I n v e s t m e n t  ( n e e  P e r m a n ­

e n t )  F u n d ,  AS  3 7 . 1 1 . 0 5 0  -  0 9 0 ,  a n d  t h e  A l a s k a  E c o n o m i c  D i s ­

a s t e r  I m p a c t  F u n d ,  AS 3 7 . 1 1 . 1 0 0 ,  i s  i n  c o n f l i c t  w i t h  t h e  

c o n s t i t u t i o n a l  p r o h i b i t i o n  a g a i n s t  d e d i c a t e d  f u n d s  a n d  i s ,
_  ? 7 _
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D E P A R T M E N T  O F  R E V E N U E
A L A S K A  R E N E W A B L E  R E S O U R C E S  C O R P O R A T I O N

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

G e r a l d  R .  W i l k e r s o n  - 6 -  J u l y  2 9 ,  1 9 8 0

t h e r e f o r e ,  a  n u l l i t y .  * /

T h e  1 9 7 4  l e g i s l a t i o n  e s t a b l i s h i n g  t h e s e  f u n d s  a n d  

t h e  i n t r o d u c t i o n  i n  1 9 7 5  o f  b i l l s  t o  e s t a b l i s h  s t i l l  o t h e r  

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

w h i c h  we c o n c l u d e d  t h a t  m i n e r a l  r e v e n u e s  a r e  w i t h i n  t h e  c o n ­

s t i t u t i o n a l  p r o h i b i t i o n  a g a i n s t  d e d i c a t e d  f u n d s . -  1 9 7 5  Op .  

A t t y .  G e n .  N o .  2 ;  A l a s k a  C o n s t . ,  a r t .  I X ,  § 7 .  T h e  o p i n i o n ,  

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

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

c e r t a i n  m i n e r a l  r e v e n u e s  t o  t h e  A l a s k a  P e r m a n e n t  F u n d .  U n d e r  

t h e  m a x im  e x p r e s s i o  u n i u s  e s t  e x c l u s i o  a l t e r i u s , a l l  o t h e r  

d e d i c a t i o n s  a r e  e x c l u d e d  f r o m  t h e  e x c e p t i o n .  2A  SUTHERLAND  

STATUTES  AND STATUTORY  C O N STR UCT IO N  § 4 7 . 2 3  ( 4 t h  S a n d s  e d .

1 9 7 3 ) .  I n  o t h e r  w o r d s ,  t h e  c o n s t i t u t i o n a l  a m e n d m e n t  p r o v i d ­

i n g  f o r  t h e  A l a s k a  P e r m a n e n t  F u n d  p r e c l u d e s  t h e  e s t a b l i s h ­

m e n t  o f  t h e s e  f u n d s .

T h e  " a l l o c a t i o n "  o f  t h e s e  s a m e  m i n e r a l  r e c e i p t s  t o  

ARRC u n d e r  AS  3 7 . 1 2 . 0 2 0 ,  w h i c h  w a s  a d o p t e d  i n  1 9 7 8 ,  i s  s i m i ­

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

a l  a n d ,  t h e r e f o r e ,  l i k e w i s e  a  n u l l i t y .  A s i d e  f r o m  t h e  e x c e p ­

t i o n s  m a d e  b y  t . he  c o n s t i t u t i o n  i t s e l f  f o r  d e d i c a t e d  f u n d s ,  

t h e  o n l y  w a y  t h a t  p u b l i c  m o n e y  c a n  b e  m a d e  a v a i l a b l e  f o r  e x -

* /  We h a d  p r e v i o u s l y  o p i n e d  t h a t ,  t a k e n  a s  a n  a c c o u n t i n g  
d e v i c e  r a t h e r  t h a n  a s  a  d e d i c a t i o n ,  t h e  o r i g i n a l  1 9 7 4  e n a c t ­
m e n t  m i g h t  b e  v a l i d .  I n f o r m a l  O p .  A t t y .  G e n .  O c t .  1 2 ,  1 9 7 7 .  
T h e  1 9 7 8  l e g i s l a t i o n  a n d  A R R C ' s  i n t e r p r e t a t i o n  o f  i t s  i n ­
t e n d e d  e f f e c t  c o m p e l s  u s  t o  c o m e  n o w  t o  a  c o n t r a r y  c o n c l u s i o n
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A P P E N D I X  F

DEPARTMENT OF  REVENUE 
ALASKA  RENEWABLE RESO URCES  C ORPORAT ION  

ATTORNEY  GENERAL O P IN IO N S

G e r a l d  R .  W i l k e r s o n 7 J u l y  2 9 ,  1 9 8 0

p e n d i t u r e  i s  b y  a n  a p p r o p r i a t i o n .  A l a s k a  C o n s t . , a r t .  I X ,  

§ 1 3 .  A p p r o p r i a t i o n s  c a n  b e  m a d e  s o l e l y  i n  a p p r o p r i a t i o n  

b i l l s .  A l a s k a  C o n s t . ,  a r t .  I I ,  § 1 3 .

a p p r o p r i a t e d  t o  ARRC  b y  t h e  l e g i s l a t u r e  i n  a p p r o p r i a t i o n  

b i l l s ,  n o t h i n g  m o r e ,  a n d  n o t h i n g  l e s s ,  t h e  p r o v i s i o n s  o f  AS 

3 7 . 1 2 . 0 2 0  t o  t h e  c o n t r a r y  n o t w i t h s t a n d i n g .  A s  w i t h  a l l  o t h e r  

i n s t r u m e n t a l i t i e s  o f  t h e  s t a t e  g o v e r n m e n t ,  A R R C ' s  a p p r o p r i a ­

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

m e n t  o f  R e v e n u e  u n t i l  t h e y  a r e  t o  b e  u s e d ,  e x c e p t  t o  t h e  e x ­

t e n t  t h a t  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  t o  t h e  c o n t r a r y .  T h e r e  

i s  n o t h i n g  i n  AS  3 7 . 1 2 . 0 1 0  -  1 2 5  w h i c h  p r o v i d e s  t o  t h e  c o n ­

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

A c c o r d i n g ’ ../ ARRC  f u n d s  c o n s i s t  s o l e l y  o f  t h e  m o n e y

S i n c e r e l y  y o u r s

W IL S O N  L .  CONDON
J

A s s i s t a n t  A t t o r n e y  G e n e r a l

R W P / p j g

S T A T E  O F A L A S K A - 2 9 - d i v i s i o n  O F  L E G IS L A T IV E  A UDIT



A P P E N D I X  F

D E P A R T M E N T  O F  R E V E N U E
A L A S K A  R E N E W A B L E  R E S O U R C E S  C O R P O R A T I O N

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

S t a t e  of A l a s k a

DATE: A p r i l  1 ,  1 9 8 1  

FILE NO: J - 6 6 - 4 1 2 - 8 1  ...................

TELEPHONE NO: 4 6 5 - 3 6 0 0  " f' !2.

s u b j e c t : C o n s t i t u t i o n a l i t y
o f  t h e  R e n e w a b l e  R e  - ; 
s o u r c e s  I n v e  s  t m e n  1 1 ' \ i Jj j |  
F u n d  ‘

Y o u  h a v e  a s k e d  u s  f o r  o u r  v i e w s  o n  t h e  c o n s t i t u t i o n ­
a l i t y  o f  t h e  R e n e w a b l e  R e s o u r c e s  I n v e s t m e n t  ^ u n d .  I n  o u r  v i e w ,  
i t  i s  u n c o n s t i t u t i o n a l .

T h e  L e g i s l a t i v e  C o u n s e l  h a s  o p i n e d  t o  t h e  c o n t r a r y ,  
r e l y i n g  i n  p a r t  o n  a  p l a i n - l a n g u a g e  i n t e r p r e t a t i o n  o f  t h e  c o n ­
s t i t u t i o n ' s  p r o v i s i o n s  o n  d e d i c a t e d  f u n d s .  T h e  A l a s k a  S u p r e m e  
C o u r t  h a s  o c c a s i o n a l l y  u s e d  a  p l a i n - l a n g u a g e  i n t e r p r e t a t i o n  t o  
d e t e r m i n e  t h e  m e a n i n g  o f  a  s t a t u t e  E . g . , A l a s k a  M i n e s  a n d  
M i n e r a l s ,  I n c .  v .  A l a s k a  I n d u s t r i  B d . , 3 5 4  P . 2 d  3 7 6 ,  3 7 9  
( A l a s k a  1 9 6 0 5 " .  B u t  a  l i t e r a l  i n t e  r e t a t i o n  o f  t h e  w o r d s  o f  a 
s t a t u t e  o r  c o n s t i t u t i o n  s h o u l d  n o t  ' a p p l i e d  i f  i t  w i l l  f r u s ­
t r a t e  t h e  f r a m e r s '  o b v i o u s  i n t e n t  a n d  i f  t h e  w o r d s  c a n  r e a s o n ­
a b l y  b e  g i v e n  a  d i f f e r e n t  c o n s t r u c t i o n .  2 A .  S u t h e r l a n d ,  S T A ­
TUTE S  AND STATUTORY  C O N S T R U C T IO N ,  § 4 6 . 0 7  ( 4 t h  S a n d s  e d .  1 9 7 3 ) .  
A n d  e v e n  w h e r e  t h e  c o u r t  s t a t e s  t h a t ,  w h e n  t h e  l a w  i s  p l a i n ,  
t h e r e  i s  n o t h i n g  l e f t  f o r  i n t e r p r e t a t i o n ,  A l a s k a  P u b l i c  E m p l o y ­
e e s '  A s s ' n  v .  S t a t e , 5 2 5  P . 2 d  1 2 ,  1 4 ,  n .  1 ?  ( A l a s k a  1 9 7 4 ) ,  t h e  
c o u r t  d o e s ,  i n  f a c t ,  i n t e r p r e t  i t .  T h e r e  s i m p l y  i s  n o  r u l e  
t h a t  f o r b i d s  t h e  u s e  o f  a i d s  i n  c o n s t r u i n g  t h e  m e a n i n g  o f  a  
s t a t u t e  h o w e v e r  c l e a r  t h e  w o r d s  m a y  a p p e a r  o n  s u p e r f i c i a l  e x ­
a m i n a t i o n .  T r a i n  v . C o l o r a d o  P u b l i c  I n t e r e s t  R e s e a r c h  G r o u p , 
I n c . ,  4 2 6  U . S .  1 ,  9 - 1 1  ( 1 9 / 6 ) .  F o r  t h a t  r e a s o n ,  r e s o r t  s h o u l d  
b e  h a d  t o  t h e  r e c o r u s  o f  t h e  C o n s t i t u t i o n a l  C o n v e n t i o n  w h e r e ,  
a s  h e r e ,  t h e y  p r o v i d e  s u b s t a n t i a l  a i d  i n  a s c e r t a i n i n g  t h e  m e a n ­
i n g  a n d  p u r p o s e  o f  t h e  p r o h i b i t i o n  a g a i n s t  d e d i c a t e d  f u n d s .  * /

T,11‘.wn r e s o r t  i s  h a d  t o  t h e  r e c o r d ,  t h e r e  c a n  b e  n o

* /  A s  a  p r a c t i c a l  m a t t e r ,  t h e  A l a s k a  S u p r e m e  C o u r t  h a s  c o n s i s ­
t e n t l y  r e s o r t e d  t o  t h e  M i n J t e s  o f  t h e  C o n s t i t u t i o n a l  C o n v e n t i o n  
T h e  o n l y  q u e s t i o n  i s  h o w  m u c h  w e i g h t  i t  w i l l  g i v e  t o  t h e  r e ­
m a r k s  o f  d e l e g a t e s .

M E M O R A N D U M

to :G e r a l d  L .  W i l k e r s o n  
L e g i s l a t i v e  A u d i t o r

f r o m  W IL S O N  L .  CONDON 
ATTORNEY GENERAL

B y :
R o d g e r  W . P< 

A s s i s t a n t  A t t o r n e y

S T A T E  o r  A L A S K A - 3 0 - DIVISIO l . O F  L E G IS L A T IV E   ̂IT



~

A P P E N D I X  F

D E P A R T M E N T  O F  R E V E N U E

A L A S K A  R E N E W A B L E  R E S O U R C E S  C O R P O R A T I O N
A T T O R N E Y  G E N E R A L  O P I N I O N S

G e r a l d  W i l k e r s o n  -  2  -  A p r i l  1 ,  1 9 8 1

q u e s t i o n  t h a t  t h e  c o n v e n t i o n  i n t e n d e d  t o  b a r  t h e  d e d i c a t i o n  o f  
o i l  a n d  g a s  r e v e n u e s .  1 9 7 5  O p .  A t t y .  G e n .  N o .  9 .  We w i l l  n o t  
r e p e a t  t h a t  o p i n i o n  h e r e .  T h e  A l a s k a  S u p r e m e  C o u r t  h a s  y e t  t o  
r u l e  w h e t h e r  t h a t  i n t e n t  w i l l  b e  g i v e n  i t s  e f f e c t .  I t  m a y  o r  
m a y  n o t .  B u t  u n t i l  i t  d o e s  r u l e ,  i t  i s  o u r  v i e w  t h a t  t h e  w o r d s  
" t a x  o r  l i c e n s e "  i n  a r t i c l e  I X ,  s e c t i o n  7 ,  o f  t h e  c o n s t i t u t i o n  
a r e  f l e x i b l e  e n o u g h ,  i n  c o n t e x t ,  t o  i n c l u d e  a l l  r e v e n u e s ,  a n d  
t h a t  t h e r e f o r e ,  t h e  f r a m e r s '  i n t e n t  m u s t  b e  g i v e n  e f f e c t .

G i v i n g  t h e  l a n g u a g e  o f  s e c t i o n  7  t h a t  m e a n i n g  n o t  
o n l y  a c c o r d s  w i t h  t h e  u n d i s p u t a b l e  i n t e n t  o f  t h e  f r a m e r s  b u t  
a l s o  w i t h  t h e  o b v i o u s  c o n c l u s i o n  o f  t h e  v o t e r s  t h a t  a n  e x c e p ­
t i o n  f r o m  t h e  p r o h i b i t i o n  a g a i n s t  d e d i c a t e d  f u n d s  s h o u l d  b e  
m a d e  w i t h  r e s p e c t  t o  a t  l e a s t  7 5  p e r c e n t  o f  c e r t a i n  m i n e r a l  
r e v e n u e s .  B y  e x p r e s s l y  m a k i n g  t h i s  e x c e p t i o n ,  t h e  a m e n d m e n t  
i n c l u d e s  a l l  r e m a i n i n g  m i n e r a l  r e v e n u e s  w i t h i n  t h e  b o u n d s  o f  
t h e  p r o h i b i t i o n .  T h a t  i s ,  b y  n e c e s s a r y  i m p l i c a t i o n ,  a l l  o c h e r  
d e d i c a t i o n s  o f  m i n e r a l  r e v e n u e s  a r e  p r o h i b i t e d .  2  A .  S u t h e r ­
l a n d ,  S T A T U T E S  AND STATUTORY  C O N S TR U C T IO N  § 4 7 . 2 3  ( 4 t h  S a n d s  
e d .  1 9 7 3 ) .

A c c o r d i n g l y ,  u n d e r  a r t i c l e  I X ,  s e c t i o n  7 ,  o f  t h e  A l a s ­
k a  C o n s t i t u t i o n ,  t h e  d e d i c a t i o n  o f  f i v e  p e r c e n t  o f  m i n e r a l  r e v ­
e n u e s  f o r  a  s p e c i a l  p u r p o s e  p r e s c r i b e d  b y  AS 3 7 . 1 . 1 . 0 2 0  i s  u n c o n ­
s t i t u t i o n a l  a n d  i n v a l i d  o n  i t s  f a c e .  T h e  a d d i t i o n a l  d e d i c a t i o n s  
o f  i n t e r e s t  a n d  o f  a m o u n t s  r e m a i n i n g  i n  t h e  f u n d ,  AS  3 7 . 1 2 . 0 6 0 ,  
a r e  e q u a l l y  u n c o n s t i t u t i o n a l  a n d  i n v a l i d .

T h e  L e g i s l a t i v e  C o u n s e l  a l s o  o p i n e s  t h a t  a n  a m e n d m e n t  
m a d e  t o  a r t i c l e  I X ,  s e c t i o n  7 b y  t h e  s a m e  a m e n d m e n t  w h i c h  e s ­
t a b l i s h e d  t h e  A l a s k a  P e r m a n e n t  F u n d  g r a n d  i t h e r e d  i n  d e d i c a ­
t i o n s  m a d e  p r i o r  t o  t h a t  a m e n d m e n t .  T h u s ,  i n  h i s  v i e w ,  e v e n  
i f  t h e  d e d i c a t i o n  f o r  r e n e w a b l e  r e s o u r c e s  h a d  b e e n  u n c o n s t i t u ­
t i o n a l ,  i t  w a s  v a l i d a t e d  b y  t h i s  a m e n d m e n t .  H o w e v e r ,  t h e  L e g ­
i s l a t i v e  C o u n s e l ' s  v i e w  h e r e  i s  d i r e c t l y  c o n t r a d i c t e d  b y  t h e  
r u l e s  e s t a b l i s h e d  f o r  a m e n d i n g  t h e  c o n s t i t u t i o n .

l o w s :
T h e  a p p l i c a b l e  c o n s t i t u t i o n a l  p r o v i s i o n  r e a d s  a s  f o l -

T h e  l i e u t e n a n t  g o v e r n o r  s h a l l  p r e p a r e  a  b a l l o t  
t i t l e  a n d  p r o p o s i t i o n  s u m m a r i z i n g  e a c h  p r o p o s e d  
a m e n d m e n t ,  a n d  s h a l l  p l a c e  t h e m  o n  t h e  b a l l o t  
f o r  t h e  n e x t  g e n e r a l  e l e c t i o n .  I f  a  m a j o r i t y  
o f  t h e  v o t e s  c a s t  o n  t h e  p r o p o s i t i o n  f a v o r  t h e  
a m e n d m e n t ,  i t  s h a l l  b e  a d o p t e d .
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A P P E N D I X  F

D E P A R T M E N T  O F  R E V E N U E

A L A S K A  R E N E W A B L E  R E S O U R C E S  C O R P O R A T I O N
A T T O R N E Y  G E N E R A L  O P I N I O N S

G e r a l d  W i l k e r s o n  -  3  -  A p r i l  1 ,  1 9 8 1

A l a s k a  C o n s t . ,  a r t .  X I I I ,  § 1  ( e m p h a s i s  a d d e d ) .  * /  T h e  a p p l i ­
c a b l e  s t a t u t e  a d d s :  " E a c h  a m e n d m e n t  s h a l l  b e  c o n f i n e d  t o  o n e
s u b j e c t . "  AS 1 5 . 5 0 . 0 1 0 .  A r g u a b l y ,  t h e  c o n s t i t u t i o n  i t s e l f  
m i g h t  n o t  Tm p o s e  a  s i n g l e - s u b j e c t  r e q u i r e m e n t ,  b u t  i t  p r o b a b l y  
d o e s ,  a n d  t h e  s t a t u t e  c l e a r l y  d o e s .  M o r e o v e r ,  b o t h  r e q u i r e  
t h a t  t h e  s u b j e c t  n o t  m e r e l y  b e  d i s c l o s e d  b u t ,  i n  t h e  l a n g u a g e  
o f  t h e  s t a t u t e ,  b e  i d e n t i f i e d  b y  " a  t r u e  a n d  i m p a r t i a l  s u m m a r y .  
H e r e ,  n e i t h e r  t h e  s i n g l e - s u b j e c t  n o r  t h e  d i s c l o s u r e  r e q u i r e m e n t  
w a s  m e t .  E a c h ,  i s  d i s c u s s e d  i n  t u r n .

G e n e r a l l y ,  t h e  r u l e s  a p p l i c a b l e  t o  s t a t u t o r y  c o n s t r u e  
t i o n  a p p l y  a s  w e l l  t o  t h e  p r o v i s i o n s  o f  a  c o n s t i t u t i o n .  1 6
C . J . S .  C o n s t i t u t i o n a l  L a w  § 1 5  ( 1 9 5 6 ) .  T h e  r u l e  w i t h  r e s p e c t  
t o  s u b j e c t s  i s  t h a t  w h e r e  a  s t a t u t e  c o n t a i n s  t w o  o r  m o r e  s u b ­
j e c t s  b u t  o n l y  o n e  i s  d i s c l o s e d  b y  t h e  t i t l e ,  t h e  s u b j e c t  w h i c h  
i s  d i s c l o s e d  w i l l  b e  g i v e n  i t s  e f f e c t  a n d  t h e  u n d i s c l o s e d  s u b ­
j e c t s  c o n t a i n e d  i n  t h e  s t a t u t e  a r e  i n v a l i d  a n d  o f  n o  e f f e c t .
1A  A .  S u t h e r l a n d ,  S T A T U T ES  AND STATUTORY  C O N S T R U C T IO N  § 1 8 . 0 8  
( 4  t h  S a n d s  e d .  1 9 7 2 ) .  C f . ,  P o r t  o f  L o n g v i e w  v .  T a x p a y e r s  o f  
P o r t  o f  L o n g v i e w , 5 3 3  P 7 2 d  1 2 S  ( L a s h .  1 9 7 5 ) ( n u m m a r y  o f  c o n s t i -  
t u t i o n a l  a m e n d m e n t ) .

I n  t h e  i n s t a n t  c a s e ,  t h e  t i t l e  o r  > u >. r e s o l u t i o n  
w h i c h  p r o p o s e d  t h e  a m e n d m e n t  d i s c l o s e d  t h a t  'Md d  e s t a b l i s h
" a n  A l a s k a  P e r m a n e n t  F u n d  f o r  c e r t a i n  p r o c e e d s  v o d  r r o m  
n o n - r e n e w a b l e  r e s o u r c e s . "  T h e  c l e a r  i m p l i c a t i o n  x.  u i i a t  a  s i n ­
g l e  f u n d  i s  t o  b e  e s t a b l i s h e d .  I t  s a y s  n o t h i n g  a b o u t  e s t a b l i s h  
i n g  a d d i t i o n a l  d e d i c a t e d  f u n d s ,  b y  v a l i d a t i o n  o f  u n c o n s t i t u L x o n  
a l  d e d i c a t i o n s .  The.  t i t l e  r e m a i n e d  u n c h a n g e d  i n  t h e  l e g i s l a ­
t u r e ,  n o t w i t h s t a n l i n g  t w o  s i g n i f i c a n t  b u t  l i t t l e  n o t i c e d  a m e n d ­
m e n t s  t o  t h e  p r o p o s e d  a m e n d m e n t .

O n e  o f  t h e s e  a m e n d m e n t s  c h a n g e d  t h e  w o r d  1 c o n s t i t u ­
t i o n "  t o  t h e  w o r d  " s e c t i o n "  i n  L l ; °  l a s t  l i n e  o f  s e c t i o n  7 o f  
a r t i c l e  I X  o f  t h e  c o n s t i t u t i o n  t o  p r o v i d e  -  i n  w h a t  c a n  o n l y  
b e  c h a r a c t e r i z e d  a s  b y  s t e a l t h  a n d  d e c e p t i o n  -  f o r  t h e  c o n t i n ­
u a t i o n  o f  d e d i c a t i o n s  e x i s t i n g  n o t  w h e n  t h e  c o n s t i t u t i o n  w a s  
r a t i f i e d  b a c k  i n  1 9 5 6  b u t  w h e n  t h e  a m e n d e d  s e c t i o n  w a s  r a t i ­
f i e d ,  i . e . , t o  g r a n d f a t h e r  i n  a l l  t h e  u n c o n s t i t u t i o n a l  d e d i r  • -  
t i o n s  e s t a b l i s h e d  b y  l a w  b e t w e e n  1 9 5 6  a n d  1 9 7 6 .

* /  c o n s t i t u t i o n a l  p r o v i s i o n s  p r o v i d i n g  f o r  t h e  l e g i s l a t u r e  t o  
p r o p o s e  a m e n d m e n t s  a r e  s t r i c t l y  c o n s t r u e d .  M o o r e  v .  S h a n a h a n ,  
A 8 6  P . 2 d  5 0 6 ,  5 1 1  ( K a n .  1 9 7 1 ) .  H e r e ,  t h e  u s e  o f  t h e  s i n g u l a r  
m i l i t a t e s  a g a i n s t  a  c o n j u n c t i o n  o f  a m e n d m e n t s  w h i c h  a r e  n o t  b y  
t h e i r  n a t u r e  i n t e r c o n n e c t e d .
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DEPARTMENT OF REVENUE  
ALASKA  RENEWABLE RESOURCES  C ORPORAT ION  

ATTORNEY GENERAL O P I N I O N S

G e r a l d  W i l k e r s o n  -  4  -  A p r i l  1 ,  1 9 8 1

We h a v e  t a k e n  l e  p o s i t i o n  t h a t  t h i s  a m e n d m e n t  w a s  
w i t h o u t  a n y  e f f e c t  * /  b  c a u s e  ( 1 )  t o  b e  e f f e c t i v e ,  i t  h a d  t o  
( b u t  d i d  n o t )  m a k e  r e f e :  j n c e  t o  t h e  i n v a l i d  l e g i s l a t i o n  i t  
s o u g h t  t o  v a l i d a t e ,  M a t t h e w s  v .  Q u i n i t o n ,  3 6 2  P . 2 d  9 3 2 ,  9 3 8 - 9 3 9  
( A l a s k a  1 9 6 1 ) ;  A n n o t .  1 7 1  A . L . R .  1 0 7 2  ( 1 9 4 7 ) ;  ( 2 )  i t s  s u b j e c t  
( o b j e c t  o r  p u r p o s e )  w a s  n o t  d i s c l o s e d  b y  t h e  t i t l e  o r  b a l l o t  
s u m m a r y  a s  r e q u i r e d  u n d e r  t h e  c o n s t i t u t i o n ,  a r t .  X I I I ,  § 1 ,  
t h e  l a w ,  A S  1 5 . 5 0 . 0 2 0 ,  a n d  r e c o g n i z e d  l e g a l  p r i n c i p l e s ,  1 6  AM. 
J U R . 2 d  C o n s t i t u t i o n a l  L a w § 4 5  ( 1 9 7 9 ) ;  a n d  ( 3 )  i t s  s u b j e c t ,  
r e t r o s p e c t i v e  v a l i d a t i o n  o f  d i v e r s e ,  i n v a l i d  d e d i c a t e d  f u n d s ,  
w a s  s e p a r a t e  f r o m  a n d  i n  a d d i t i o n  t o  t h e  p u r p o s e  o r  o b j e c t  o f  
e s t a b l i s h i n g  a  n e w ,  s i n g u l a r  d e d i c a t e d  f u n d ,  a n d  t h e r e f o r e ,  r e ­
q u i r e d  s e p a r a t e  t r e a t m e n t .  A l a s k a  C o n s t . ,  a r t .  X I I I ,  § 1 ;  AS  
1 5 . 5 0 . 0 1 0 .  S e e  K e r b y  v .  L u h r s ,  3 6  P . 2 d  5 4 9 ,  5 5 4  ( A r i z .  1 9 3 4 ) ;
9 4  A . L . R .  1 5 0 2  ( 1 9 3 5 ) .  * * /

T h e  L e g i s l a t i v e  C o u n s e l  a s s u m e s  w i t h o u t  d i s c u s s i o n  
t h a t ,  w i t h  t h e  s l i g h t  g u i d a n c e  p r o v i d e d  b y  t h e  v o t e r s '  p a m p h l e t  
a n d  b a l l o t  s u m m a r y ,  t h e  a v e r a g e  v o t e r  w o u l d  n o t i c e  t h e  c h a n g e  
i n  w o r d s  a n d  w o u l d  b e  a b l e  t o  c o m p r e h e n d  t h a t  t h e  c h a n g e  f r o m  
" c o n s t i t u t i o i  t o  " s e c t i o n "  m e a n s  t h a t  t h e  a m e n d m e n t  n e c e s s a r ­
i l y  r a t i f i e d  o r  v a l i d a t e d  t h e r e t o f o r e  u n c o n s t i t u t i o n a l  d e d i ­
c a t e d  f u n d s .  No  b a s i s  i s  g i v e n  f o r  t h i s  a s s u m p t i o n .  N o n e  e x ­
i s t s  .

I n  r e v i e w i n g  H J R  3 9  f o r  t h e  g o v e r n o r ,  t h i s  o f f i c e  
m i s s e d  t h e  c h a n g e  i n  w o r d s  a l t o g e t h e r ,  a n d  t h e  r e v i e w e r  m a d e  
n o  m e n t i o n  o f  i t .  T h e  r e v i e w  l e t t e r  w a s  s i g n e d  b y  A t t o r n e y  G e n ­
e r a l  G r o s s  a f t e r  f u r t h e r  r e v i e w  b y  A s s i s t a n t  A t t o r n e y  G e n e r a l  
P e t e r s o n .  N e i t h e r  o f  t h e m  n o t i c e d  t h e  c h a n g e  o f  w o r d s  e i t h e r .

* /  We t o o k  t h e  p o s i t i o n  i n  t h e  s p r i n g  o f  1 9 7 9  w h e n ,  n e a r l y  
t h r e e  y e a r s  a l t e r  i t s  a d o p t i o n ,  t h i s  a m e n d m e n t  w a s  f i r s t  b r o u g h t  
t o  o u r  a t t e n t i o n  b y  D o u g l a s  P o p e ,  i t s  l i k e l y  a u t h o r .  U n t i l  
t h e n ,  we - -  l i k e  t h o u s a n d s  o f  o t h e r s  - -  h a d  n e v e r  n o t i c e d  i t !

* * /  T h e  s e c o n d  o f  t h e  s i g n i f i c a n t  b u t  l i t f l c d  n o t e d  a m e n d ­
m e n t s  t o  H J R  3 9  a d d e d  t h e  p h r a s e  " u n l e s s  o t h e r w i s e  p r o v i d e d  b y  
l a w "  t o  t h e  p r o p o s e d  s e c t i o n  1 5  o f  a r t i c l e  I X  t o  p r o v i d e  t h a t  
i n c o m e  f r o m  t h e  p e r m a n e n t  f u n d  w o u l d  g o  i n t o  t h e  g e n e r a l  f u n d  
u n l e s s  o t h e r w i s e  p r o v i d e d  b y  l a w . T h e  e f f e c t  o r  p u r p o s e  o f  
f h T s  l a t t e r  c h a n g e  w a s  n o t  d i s c l o s e d  b y  t h e  t i t l e  o r  b o d y  o f  
t h e  p r o p o s i t i o n  o r  b y  t h e  c o m m i t t e e  r e p o r t  o n  t h e  r e s o l u t i o n .  
1 9 7 6  H .  J o u r .  6 8 5 .
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A P P E N D I X  F

D E P A R T M E N T  O F  R E V E N U E
A L A S K A  R E N E W A B L E  R E S O U R C E S  C O R P O R A T I O N

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

G e r a l d  W i l k e r s o n  -  5  -  A p r i l  1 ,  1 9 8 1

I n  w r i t i n g  s u p p o r t i n g  a n d  o p p o s i n g  s t a t e m e n t s  o n  t h e  
c o n s t i t u t i o n a l  a m e n d m e n t  f o r  p u b l i c a t i o n  i n  t h e  v o t e r s '  p a m p h ­
l e t ,  n e i t h e r  t h e  o f f i c e r s  o f  t h e  S t a t e  C h a m b e r  o f  C o m m e r c e  - -  
w h o  m u s t  b e  c r e d i t e d  w i t h  a t  l e a s t  a s  m u c h  p e r c i p i e n c e  a s  t h e  
a v e r a g e  v o t e r  - -  n o i  f o r m e r  S p e a k e r  o f  t h e  H o u s e  T om  F i n k  ( l i k e  
w i s e )  i n d i c a t e d  a n y  a w a r e n e s s  o f  t h e  c h a n g e  o f  w o r d s  a n d  i t s  
p u r p o s e  o r  e f f e c t .  O n e  w o u l d  t h i n k  t h a t  t h e  l a t t e r ,  w h o  o p ­
p o s e d  t h e  a m e n d m e n t ,  w o u l d  c e r t a i n l y  h a v e  m e n t i o n e d  t h e  a l l  e n ­
c o m p a s s i n g  v a l i d a t i o n  o f  u n c o n s t i t u t i o n a l  d e d i c a t i o n s  a s  a n  a d ­
d i t i o n a l  r e a s o n  f o r  v o t i n g  n o  o n  t h e  q u e s t i o n .  T h e  o n l y  r e a s o n  
a b l e  i n f e r e n c e  i s  t h a t  t h e  c h a n g e  w a s  n o t  d i s c e r n e d .

T h e  C o r d o v a  T i m e s  e d i t o r i a l i z e d  i n  f a v o r  o f  t h e  p r o p ­
o s i t i o n .  F r i d a y ,  O c t .  2 9 ,  1 9 7 6 .  I t  u n d e r s t o o d  t h a t  " [ o ] n l y  
t h e  i n t e r e s t  o n  t h e  f u n d  c o u l d  b e  u s e d  t o  r u n  t h e  g o v e r n m e n t , "  
b u t  i t  s h o w e d  n o  a w a r e n e s s  o f  t h e  p o s s i b i l i t y  o f  t h e  a m e n d m e n t 1 
g r a n d f a t h e r i n g  i n  o t h e r  d e d i c a t e d  f u n d s ,  o r  a t  a n y  r a t e ,  i t  
m a d e  n o  m e n t i o n  o f  i t .  T h e  F a i r b a n k s  D a i l y  N e w s - M i n e r  l a u d e d  
t h e  e s t a b l i s h m e n t  o f  t h e  p e r m a n e n t  f u n d .  W e d n e s d a y ,  N o v .  3 ,  
1 9 7 6 .  I t  c a u t i o n e d  a b o u t  p o s s i b l e  " m u l t i - b i l l i o n  d o l l a r  p i t  
o f  p o l i t i c a l  s h e n a n i g a n s  t o  r i v a l  t h e  w o r s t  u n i o n  p e n s i o n  f u n d  
s c a n d a l s , "  b u t  m a d e  r o  m e n t i o n  o f  a d d i t i o n a l  m u l t i - m i l l i o n  
d o l l a r  d e d i c a t e d  f u n u s  f o r  s p e c i a l  p u r p o s e s .  E a r l i e r ,  F r i d a y ,  
O c t o b e r  2 9 ,  1 9 7 6 ,  t h e  N e w s - M i n e r  h a d  e d i t o r i a l i z e d  f o r  t h e  
f u n d ' s  e s t a b l i s h m e n t  i n  a  l e n g t h y ,  d e t a i l e d  e x a m i n a t i o n  o f  t h e  
p r o p o s e d  c o n s t i t u t i o n a l  a m e n d m e n t .  N o t  o n e  m e n t i o n  w a s  m ad e  
o f  t h e  c h a n g e  i n  w o r d s  w h i c h  w o u l d  v a l i d a t e  t h e  t h e r e t o f o r e  u n ­
c o n s t i t u t i o n a l  d e d i c a t i o n s .

W h i l e  t h e  N e w s - M i n e r ' s  e d i t o r s  h a d  o b v i o u s l y  g i v e n  
t h e  p r o p o s i t i o n  o n  t h e  p e r m a n e n t  f u n d  a  l o t  o f  t h o u g h t ,  t h e r e  
i s  n o t  t h e  l e a s t  i n d i c a t i o n  t h a t  t h e y  d i s c e r n e d  t h e  p o s s i b i l i t y  
t h a t  t h e  a m e n d m e n t  g r a n d f a t h e r e d  i n  o t h e r  d e d i c a t e d  f u n d s .

T h e  A n c h o r a g e  T i m e s  e d i t o r i a l  f o r  S u n d a y ,  O c t o b e r  22», 
1 9 7 6 ,  d e s c r i b e d  t h e  p l u s e s  a n d  m i n u s e s  -  m a i n l y  t h e  l a t t e r  -  o f
t h e  p r o p o s e d  p e r m a n e n t  f u n d  a t  l e n g t h .  T h e  e d i t o r i a l ' s  t o n e  i s
s o  o b v i o u s l y  u n f a v o r a b l e  t h a t  i t  i s  u n r e a s o n a b l e  t o  a s s u m e  t h a t  
e v e n  t h o u g h  t h e y  u n d e r s t o o d  t h a t  r e p l a c i n g  t h e  w o r d  " c o n s t i t u ­
t i o n "  w i t h  " s e c t i o n "  w o u l d  r e s u l t  i n  v a l i d a t i n g  t h e r e t o f o r e  u n ­
c o n s t i t u t i o n a l  d e d i c a t e d  f u n d s ,  t h e  T i m e s  e d i t o r s  i g n o r e d  i t .  
O n e  c a n  o n l y  i n f e r  t h a t  t h e y  ( t o o )  m i s s e d  i t  a l t o g e t h e r .  Mo 
o t h e r  r e a s  an e x p l a i n s  t h e i r  o m i t t i n g  i t  f r o m  t h e i r  l i s t  o f  d r a w
b a c k s  i n  ' h e  p r o p o s e d  c o n s t i t u t i o n a l  a m e n d m e n t .

F o l l o w i n g  t h e  e l e c t i o n ,  A n c h o r a g e  l a w y e r  a n d  f o r m e r  
l e g i s l a t o r  J o e  J o s e p h s o n  w r o t e  a b o u t  t h e  p e r m a n e n t  f u n d  i n  h i s  
w e e k l y  n e w s p a p e r  c o l u m n .  A n c h o r a g e  T i m c s . T u e s d a y ,  N o v .  9 ,
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1 9 7 6 .  W h i l e  h e  i n d i c a t e d  c o n c e r n  f o r  t i n  
t e n c e  o f  t h e  n e w  d e d i c a t e d  f u n d  m i g h t  h a \  
m e n t a l  f i n a n c e  p o l i c i e s ,  a n d  t h e r e b y ,  o n  
i n  t h e  c o l u m n  i n d i c a t e d  a n y  u n d e r s t a n d i n g  
v a l i d a t e d  d o z e n s  o f  t h e r e t o f o r e  u n c o n s t i  
f u n d s  f o r  s p e c i a l  p u r p o s e s .  I n  s u m ,  n o n e  
e s t  o b s e r v e r s  a p p e a r s  t a  h a v e  e v e n  n o t i c e  i l 
s e c t i o n  7 o f  a r t i c l e  I X .  il

I n  S h o r t  v .  S t a t e , 6 0 0  P .  2 d  2 0 , 1  
t h e  c o u r t  s t a t e d  t h a t  d u e  p r o c e s s  i s  d e n a l  
o s i t i o n  f a i l s  t o  a d e q u a t e l y  n o t i f y  t h e  v<: 
t i o n ' s  s u b j e c t  m a t t e r .  A n d  t h e r e  i s  n o  c 
s t i t u t i o n  r e q u i r e s  a  s u m m a r y  o f  e a c h  a m e r , 
t h e  b a l l o t .  A l a s k a  C o n s t . ,  a r t .  X I I I ,  § 
o b v i o u s  h e r e ,  t h a t  t h e  s u m m a r y  a n d  o t h e r  
p r o p o s i t i o n  d i d  n o t  i n  a n y  w a y  i n d i c a t e  t ]  
i n t e r e s t e d  a n d  c o n c e r n e d  t h a t  t h e  e f f e c t  
t u t i o n "  w i t h  " s e c t i o n "  w a s  t o  g r a n d f a t h e r ]  
m e r o u s  d e d i c a t e  *1 f u n d s  f o r  s p e c i a l  p u r p o s |  
f o r e  b e e n  u n c o n s t i t u t i o n a l .

T h e  c o u r t s  
m a t t e r  i s  m a n d a t o r y ,  
i n f o r m  t h e  v o t e r s  o f  
a l l o w .  E . g . ,  R e d d e n  
v .  M y e r s ,  5 0 8  P 7 2 d  
e n o u g h  f o r  t h e  d r a f t s m a n

a g r e e  t h a t  a d e q u a t e  
T h e  s u m m a r y  o f  a  be  

a s  m a n y  . f  i t s  f e a t i 1 
v .  M e y e i s ,  5 1 3  P . 2 d  

T 9 ?  ( O r e . 1 9 7 3 )  . I t  j 
o f  t h e  b a l l o t  t i

t o  s t a t e  t h e  p r i n c i p a l  f e a t u r e s  o f  t h e  p i  
a m o n g  o t h e r  t h i n g s  i t  v a l i d a t e d  h i t h e r t o  
O n e  c a n  o n l y  i n f e r  t h a t  t h e  s u m m a r y ' s  d r a  
s o  b e c a u s e  h e  d i d  n o t  k n o w  t h a t  t h i s  w a s  
o s i t i o n .  * /  T h i s  o m i s s i o n  w a s  b y  n o  m e a t  
n o t :  e n o u g h  t o  l e a v e  i t  t o  t h e  v o t e r s  t o  a, 
o r  c o n s e q u e n c e s .  T h e  d u t y  t o  s u m m a r i z e  r \  

n o t i c e  b e  m a d e .  u n d l e a f  v .  M y e r s ,  5 2 0  I
1 9 7 4 ) ;  S h o r t  v .  S t a t e ,  6 0 0  l \ T c [ ~ T 6 , 2 2 ,  r l  
1 9 7 9 ) ( d i c t a ) . T h e  f a i l u r e  t o  i n c l u d e  t h e |  
L i t e  a m e n d m e n t  i n  t h e  s u m m a r y  e x c l u d e s  i t  
a m e n d m e n t .  P o r t  o f  L o n g v i e w  v .  T a x p a y e r s  
5 3 3  P .  2 d  1 2 8 " T w 7 h n r _ T ? 7 ^ ' )  .

e f f e c t  t h a t  t h e  e x i s ­
t s  o n  A l a s k a ’ s  g o v e r n -  
| l t s  e c o n o m y ,  n o t h i n g  

t h a t  t h e  a m e n d m e n t  
j j t i o n a l  d e d i c a t e d  

o f  t h e  s t a t e ' s  k e e n -  
(1 t h e  a m e n d m e n t  t o

2 2  n .  . 4  ( A l a s k a  1 9 7 9 ) ,  
^ad i f  t h e  b a l l o t  p r o p -  
L e r s  o f  t h e  p r o p o s i -  
u e s t i o n  t h a t  t h e  c o n ­

d i m e n t  t o  b e  p l a c e d  o n  
!i . I t  s e e m s  p r e t t y  
I n f o r m a t i o n  o n  t h e  
d p e r s o n s  w h o  w e r e  
a f  r e p l a c i n g  " c o n s t i -  

i n  u n s p e c i f i e d ,  n u -  
ds  w h i c h  h a d  t h e r e t o -

a o t i c e  o f  t h e  s u b j e c t  
I M o  t  p r o p o s i t i o n  m u s t  
[ c o s  a s  w o r d  l i m i t a t i o n s  
7 6 7  ( O r e .  1 9 7 3 ) ;  B a s e t t  

m o u l d  h a v e  b e e n  s i m p l e  
, : l e  a n d  s u m m a r y  h e r e  
^ p o s i t i o n ,  I . e .  , t h a t  
i n v a l i d  d e d i c a t i o n s . 
I f t s m a n  o m i t t e d  t o  d o  
J a  f e a t u r e  o f  t h e  p r o p -  
13 m i n o r .  I t  s i m p l y  i s  
] a f e r  c e r t a i n  e f f e c t s  
a q u i r e s  t h a t  a d e q u a t e  

( . 2 d  4 3 8  4 4 1 - 4 4 2  ( O r e .
, 4 ,  2 5 ,  n .  1 5  ( A l a s k a  
p u r p o s e  o r  o b j e c t  o f  

[ f r o m  t h e  s c o p e  o f  t h e  
o f  P o r t  o f  L o n g v i e w ,

* /  I n  t h i s  i n s t a n c e ,  t h i s  o f f i c e  
p o s e d  s u m m a r y  w a s  r e v i e w e d  b y  t h e
t a n t s
i . e . .

d r a f t c i  
l i e u t e i

a n d  t h e  d i r e c t o r  o f  e l e c t i o n s .  No i  
n o  o n e  n o t i c e d  t h e  c h a n g e  i n  w o r d s

t h e  s u m m a r y ,  
a n t  g o v e r n o r ’ 
e  c a u g h t  t h e

T h e  p r o -  
s  a s s i s ­
o m i s s i o n  ,
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A s  r e g a r d s  s e p a r a t e  s u b j e c t s ,  t h e  r u l e  i n  ' ; h i s  j u r i s ­
d i c t i o n  i s  l i b e r a l  w i t h  r e s p e c t  t o  t h e i r  i n c l u s i o n  i n  s i n g l e  
m e a s u r e s .  S h o r t  v .  S t a t e , s u p r a ; G e l l e r t  v .  S t a t e , 5 2 2  P . 2 d  
1 1 2 0  ( A l a s k a  1 9 7 4 7 ;  S u b e r  v .  A l a s k a  S t a t e  B o n d  C o m m i t t e e , 4 1 4  
P . 2 d  5 4 6  ( A l a s k a  1 9 6 6 ) .  I t  w i l l  b e  r a r e ,  i n d e e d  f o r  o u r  c o u r t  
t o  o v e r t u r n  a n y  m e a s u r e  o n  t h e  s i n g l e - s u b j e c t  r u l e .  * /  N e v e r ­
t h e l e s s ,  t h i s  m i g h t  w e l l  b e  t h e  o n e .

W h i l e  b o t h  a m e n d m e n t s  a r e  o b v i o u s l y  p a r t s  o f  a  b r o a d ­
e r  s i n g l e  s u b j e c t ,  i . e . ,  d e d i c a t e d  f u n d s ,  a n d  t h e r e f o r e ,  r e l a t e d ,  
e a c h  i s  a l s o  s e p a r a t e  w i t h  r e s p e c t  t o  i t s  o b j e c t  a n d  p u r p o s e .  
J o i n i n g  t h e  t w o  i n  a  s i n g l e  p r o p o s i t i o n  d e p r i v e s  " t h e  v o t e r  o f  
h i s  o r  h e r  l i b e r t y  o f  c h o i c e ,  f o r c i n g  a c c e p t a n c e  o f  a n  o b j e c ­
t i o n a b l e  p r o p o s i t i o n  b y  c o u p l i n g  i t  w i t h  a n  u n r e l a t e d  m e r i t o r ­
i o u s  o b j e c t i v e  w h i c h  t h e  v o t e r  e a r n e s t l y  w a n t s  t o  s u p p o r t . "
S h o r t  v .  S t a t e , 6 0 0  P . 2 d  2 0 ,  2 5  ( A l a s k a  1 9 7 9 ) .  I n  S h o r t , t h e  
c o u r t  h e l d  t h a t  c o u p l i n g  c o r r e c t i o n a l  f a c i l i t i e s  w i t h  p u b l i c  
s a f e t y  f a c i l i t i e s  i n  a  s i n g l e  b o n d  p r o p o s i t i o n  w a s  v a l i d .  H e r e ,  
i t  w o u l d  h a v e  t o  f i n d  t h a t  c o u p l i n g  t h e  e s t a b l i s h m e n t  o f  t h e  
u n i q u e l y  p o p u l a r  p e r m a n e n t  f u n d  w i t h  v a l i d a t i o n  o f  t h e  p r e v i ­
o u s l y  e s t a b l i s h e d  a n d  u n k n o w n  n u m b e r  o f  u n c o n s t i t u t i o n a l  d e d i ­
c a t e d  f u n d s  i s  v a l i d .  T h e  c o m p r e h e n s i v e  c o n s t r u c t i o n  p r o g r a m s  
w h i c h  u n d e r l a y  t h e  d e c i s i o n  i n  G e l l e r t  a n d  S h o r t  a n d  t h e  " i n e x ­
t r i c a b l y  i n t e r t w i n e d "  t a x a t i o n  w h i c h  u n d e r l a y  t h e  d e c i s i o n  i n  
N o r t h  S l o p e  B o r o u g h  v .  S o h i o  P e t r o l e u m  C o r p . ,  5 8 5  P . 2 d  5 3 4 ,  5 4 5  
( A l a s k a  1 9 7 8 ) ,  a r e  m i s s i n g  h e r e .  T h e r e  i s n e i t h e r  a  c o m p r e h e n ­
s i v e  p l a n  n o r  a n  i n e x t r i c a b l e  i n t e r r e l a t i o n  h e r e .  T h e r e  i s  a  
r i d e r ,  t h e  v e r y  e v i l  t h e  r u l e  d e s c r i b e d  i n  S h o r t  i s  d e s i g n e d  t o  
p r e c l u d e .  1A A .  S u t h e r l a n d ,  S T A T U T E S  AND STA TUTO RY  CONSTRUC ­
T IO N  § 1 7 . 0 1  ( 4 t h  S a n d s  c d .  1 9 7 2 ) .  A c c o r d i n g l y ,  t h e  a d d i t i o n a l  
a m e n d m e n t  v i o l a t e s  t h e  s i n g l e - s u b j e c t  r u l e .

A c c o r d i n g l y ,  b e c a u s e  t h e  r e p l a c e m e n t  o f  " c o n s t i t u ­
t i o n "  w i t h  " s e c t i o n "  i n  a r t i c l e  I X ,  s e c t i o n  7 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n  w a s  n o t  m e n t i o n e d  i n  t h e  t i t l e  o f  t h e  r e s o l u t i o n  
w h i c h  p r o p o s e d  t h e  a m e n d m e n t  a n d  w a s  n o t  m a d e  k n o w n  t o  t h e  
v o t e r s  a n d  b e c a u s e  c o n j o i n i n g  i t  i n  t h e  s a m e  b a l l o t  p r o p o s i t i o n  
a s  t h e  e s t a b l i s h m e n t  o f  t h e  A l a s k a  P e r m a n e n t  F u n d  v i o l a t e d  t h e

* /  T h e  s i n g l e - s u b j e c t  r u l e  i s  a p p l i e d  t o  p r o p o s i t i o n s  f o r  c o n ­
s t i t u t i o n a l  a m e n d m e n t s  b y  A S  1 5 . 5 0 . 0 1 0 .  H a d  t h i s  o f f i c e  p e r ­
c e i v e d  t h a t  t h e  a m e n d m e n t  c o n t a i n e d  tw o  s u b j e c t s ,  i t  w o u l d  h a v e  
p l a c e d  e a c h  o n  t h e  b a l l o t  s e p a r a t e l y  i n  a c c o r d a n c e  w i t h  AS 1 5 . -  
5 0 . 0 1 0  a n d  t h e  p r e c i s e  l a n g u a g e  o f  a r t i c l e  X I I I ,  s e c t i o n  1 ,  o f  
t h e  c o n s t i t u t i o n .
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s i n g l e - s u b j e c t  r u l e ,  i t  i s  a  n u l l i t y  a n d  o f  n o  f o r c e  o r  e f f e c t .  
T h e  d e d i c a t i o n  o f  r e v e n u e s  f o r  r e n e w a b l e  r e s o u r c e s  w a s  a n d  i s  
i n v a l i d .

R W P / p j g

c c :  H o n o r a b l e  T h o m a s  K .  W i l l i a m s
C o m m i s s i o n e r  
D e p a r t m e n t  o f  R e v e n u e

R o n a l d  D .  L e h r ,  D i r e c t o r  
D i v i s i o n  o f  B u d g e t  & M a n a g e m e n t  
O f f i c e  o f  t h e  G o v e r n o r
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D E P A R T M E N T  O F  R E V E N U E
A L A S K A  R E N E W A B L E  R E S O U R C E S  C O R P O R A T I O N

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

M E M O R A N D U M  S t a t e  o f  A l a s k a

T0 G e r a l d  L .  W i l k e r s o n ,  CPA DATE: N o v e m b e r  2 ,  1 9 8 1
L e g i s l a t i v e  A u d i t o r
D i v i s i o n  o f  L e g i s l a t i v e  A u d i t  FILE N0: J - 6 6 - 0 5 8 -

TELEPHONE NO: 4 6 5 - 3 6 0 0

FR0M: W IL SO N  L .  CONDON s u b j e c t : Aucj i t  o f  ARRC
ATTORNEY  GENERAL lEfiRUT! VI

j q > 0  j *  *B y : > '• :  J -  l. - „     n u t i i  *
L e s l i e  J .  L u d t k e  

A s s i s t a n t  A t t o r n e y  G e n e r a l

Y o u  h a v e  a s k e d  t h i s  d e p a r t m e n t ' s  a d v i c e  c o n c e r n i n g
f o u r  i s s u e s  w h i c h  h a v e  a r i s e n  i n  y o u r  a u d i t  o f  t h e  A l a s k a
R e n e w a b l e  R e s o u r c e s  C o r p o r a t i o n  ( A R R C ) . T h e  q u e s t i o n s  r a i s e d  
b y  y o u r  a u l i t  a r e :

1 .  D i d  ARRC  h a v e  a u t h o r i t y  t o  e x p e n d  r e p a i d
p r i n c i p a l  f r o m  p r e v i o u s  l o a n s  m a d e ?

2 .  D i d  ARRC  h a v e  a u t h o r i t y  t o  e x p e n d  f u n d s
a p p r o p r i a t e d  b y  C h a p t e r  3 3 ,  S LA  1 9 8 0  a f t e r
J a n u a r y  3 1 ,  1 9 8 1 ?

3 .  D i d  ARRC h a v e  a u t h o r i t y  t o  e x p e n d  f u n d s  f o r
p o s t - i n v e s t m e n t  t e c h n i c a l  a s s i s t a n c e ?

4 .  May  a n  ARRC  T r u s t e e  s e r v e  o n  t h e  B o a r d  o f
D i r e c t o r s  o f  a n  ARRC i n v e s t e e ?

We w i l l  a n s w e r  e a c h  q u e s t i o n  i n  t u r n .

1 • ARRC ma y  n o t  e x p e n d  f u n d s  e x c e p t  a s  a p p r o p r i a t e d  
b y  t h e  l e g i s l a t u r e . "

AS 3 7 . 1 2 . 0 9 5  p r o v i d e s  t h a t  t h e  c o r p o r a t i o n  ( A R R C )  may  
e x p e n d  m o n e y  o n l y  a s  a p p r o p r i a t e d  b y  t h e  l e g i s l a t u r e .  T h i s  
p r o v i s i o n  i s  c o n s t i t u t i o n a l l y  m a n d a t e d  b y  A r t i c l e  I X ,  § 1 3  o f  
t h e  A l a s k a  C o n s t i t u t i o n  w h i c h  a l l o w s  m o n e y  t o  b e  w i t h d r a w n  f r o m  
t h e  t r e a s u r y  o n l y  b y  l e g i s l a t i v e  a p p r o p r i a t i o n .  We h a v e  
a l r e a d y  a d v i s e d  y o u r  o f f i c e  t h a t  ARRC f u n d s  c o n s i s t  s o l e l y  o f  
t h e  m o n e y  a p p r o p r i a t e d  t o  ARRC b y  t h e  l e g i s l a t u r e  i n  
a p p r o p r i a t i o n  b i l l s .  ( F o r m a l  o p i n i o n  o f  t h e  A t t o r n e y  G e n e r a l ,  
7 / 2 9 / 8 0 ) .  No  l e g i s l a t i v e  a p p r o p r i a t i o n  h a s  b e e n  m a d e  t o  ARRC 
w h i c h  w o u l d  a l l o w  t h e  e x p e n d i t u r e  o f  t h e  r e p a i d  p r i n c i p a l  f r o m  
p r e v i o u s  l o a n s .  A n y  e x p e n d i t u r e  o f  t h o s e  f u n d s  t h e r e f o r e  
v i o l a t e s  AS 3 7 . 1 2 . 0 9 5 .
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G e r a l d  L .  W i l k e r s o n ,  CPA  
L e g i s l a t i v e  A u d i t o r  
D i v i s i o n  o f  L e g i s l a t i v e  A u d i t

A P P E N D IX  F

DEPARTMENT OF REVENUE 
ALASKA  RENEWABLE RESO URCES  CO RPO RA T IO N  

ATTORNEY  GENERAL O P IN IO N S

N o v e m b e r  2 ,  1 9 8 1  
P a g e  2

2 .  ARRC  m a y  n o t  e x p e n d  f u n d s  a p p r o p r i a t e d  b y  
C h a p t e r  3 3 ,  S L A  1 9 8 0  a f t e r  J a n u a r y  3 1 ,  1 9 8 1 .

S e c t i o n  o f  F C C S S B  1 4 0  c r e a t e d  t h e  c o m m e r c i a l  f i s h  
p u r c h a s e r s  a s s i s t  <ce f u n d  a n d  p r o v i d e d  f o r  t h e  a d m i n i s t r a t i o n  
o f  t h i s  f u n d  b y  t h e  b o a r d  o f  t r u s t e e s  o f  A R R C .  H o w e v e r ,  
S e c t i o n  4  o f  t h e  s a m e  b i l l  r e p e a l e d  t h e  ‘ c o m m e r c i a l  f i s h  
p u r c h a s e r s  a s s i s t a n c e  f u n d  o n  J a n u a r y  3 1 ,  1 9 8 1 .  S e c t i o n  1 o f  
F C C S SB  2 2 ,  t h e  a p p r o p r i a t i o n  b i l l  w h i c h  a c c o m p a n i e d  F C C S S B  1 4 0 ,  
a p p r o p r i a t e d  t h e  s u m  o f  $ 1 5 , 0 0 0 , 0 0 0  t o  t h i s  f u n d .  T h e  l a p s e  
d a t e  o f  t h i s  a p p r o p r i a t i o n  w a s  J u n e  3 0 ,  1 9 8 1 .  I t  i s  c l e a r  t h a t  
t n e  d i f f e r e n c e  i n  l a p s e  d a t e s  b e t w e e n  t h e  a c t  c r e a t i n g  t h e  f u n d  
a n d  t h e  a p p r o p r i a t i o n  b i l l  c r e a t e s  a  p r o b l e m  a s  t o  w h e r e  t h e  
a p p r o p r i a t i o n  c a n  b e  d e p o s i t e d  a f t e r  t h e  f u n d  i s  r e p e a l e d .

I n  p r e v i o u s  o p i n i o n s ,  we  h a v e  a d v i s e d  t h a t  i f  n o  f u n d  
i s  i n  e x i s t e n c e  t o  r e c e i v e  t h e  s p e c i f i c  a p p r o p r i a t i o n  f r o m  t h e  
g e n e r a l  f u n d ,  ( I n f o r m a l  o p i n i o n  o f  t h e  A t t o r n e y  G e n e r a l  6 / 8 / 7 7 )  
t h e  f u n d s  m u s t  r e m a i n  i n  t h e  g e n e r a l  f u n d .  S i m i l a r l y  i n  o r d e r  
t o  e x p e n d  a n  a p p r o p r i a t i o n ,  t h e  a g e r . c y  m u s t  h a v e  b o t h  t h e  p o w e r  
t o  e x p e n d  t h e  m o n e y  a n d  m u s t  h a v e  t h e  m o n e y  i t s e l f .  I n  t h i s  
i n s t a n c e ,  ARRC h a s  t h e  m o n e y  b u t  i t  d o e s  n o t  h a v e  t h e  p o w e r  t o  
e x p e n d  i t .  T h e r e f o r e ,  b e c a u s e  t h e  l e g i s l a t u r e  h a s  n o t  
c o n f e r r e d  t h e  p o w e r  u p o n  ARRC t o  e x p e n d  f u n d s  a f t e r  J a n u a r y  3 1 ,  
1 9 8 1  t o  a s s i s t  c o m e r c i a l  f i s h  p u r c h a s e r s ,  n o  f u n d s  a p p r o p r i a t e d  
f o r  t h a t  p u r p o s e  m ay  b e  e x p e n d e d  f o r  t h a t  p u r p o s e  a f t e r  t h a t  
d a t e .  T h e r e f o r e ,  t h e  u n e n c u m b e r e d  b a l a n c e  o f  t h e  a p p r o p r i a t i o n  
m u s t  l a p s e .

3 .  ARRC ma y e x p e n d  f u n d s  f o • p o s t - i n v e s t m e n t  
t e c h n i c a l  a s s i s t a n c e .

AS 3 7 . 1 2 . 1 1 5 ( b )  p r o v i d e s  t h a t  ARRC m a y  p r o v i d e  f u n d i n g  
f o r  " t e c h n i c a l  a n d  m a n a g e m e n t  a d v i c e  a n d  a s s i s t a n c e  t o  
q u a l i f i e d  a p p l i c a n t s  a s  i t  c o n s i d e r s  n e c e s s a r y  i n  t h e  
c i r c u m s t a n c e s . "  T h e  f a c t  t h a t  t h e  " q u a l i f i e d  a p p l i c a n t "  m u s t  
h a v e  s u b m i t t e d  a m a r k e t i n g  p l a n  u n d e r  AS 3 7 . 1 2 . 0 8 5 ( 1 ) ,  d o e s  n o t  
p r e c l u d e  f u r t h e r  f u n d i n g  f o r  m a r k e t i n g  s t u d i e s  o r  t e c h n i c a l  
a d v i c e  i f  ARRC  c o n s i d e r s  t h a t  f u n d i n g  " n e c e s s a r y  i n  t h e  
c i r c u m s t a n c e s . "  I n  o u r  f o r m a l  o p i n i o n  t o  y o u r  o f f i c e  o n  
J u l y  2 9 ,  1 9 8 0  we a d v i s e d  y o u  t h a t  t h e  ARRC b o a r d  may  p r o v i d e
t h i s  t y p e  o f  a s s i s t a n c e  t o  q u a l i f i e d  a p p l i c a n t s  w h e r e  i t  
c o n s i d e r s  t h e  a s s i s t a n c e  n e c e s s a r y .
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ALASKA RENEWABLE RESOURCES  C O RPO R A T IO N  

ATTORNEY GENERAL O P IN IO N S

G e r a l d  L .  W i l k e r s o n ,  CPA N o v e m b e r  2 ,  1 9 8 1
L e g i s l a t i v e  A u d i t o r  P a g e  3
D i v i s i o n  o f  L e g i s l a t i v e  A u d i t

4 .  An ARRC t r u s t e e  w h o  a l s o  s e r v e s  o n  t h e  B o a r d  o f  
D i r e c t o r s  o f  a n  ARRC  i n v e s t e e  m a y  n o t  v o t e  o n  o r  
p a r t i c i p a t e  i n  d i s c u s s i o n s  c o n c e r n i n g  m a t t e r s  i n  
w h i c h  ARRC h a s  a  f i n a n c i a l  i n t e r e s t .

AS 3 7 . 1 2 . 0 6 5  s p e c i f i c a l l y  a d d r e s s e s  t h e  q u e s t i o n  y o u  
h a v e  r a i s e d  i n  y o u r  r e q u e s t  f o r  a d v i c e .  A p p a r e n t l y ,  a n  ARRC 
t r u s t e e  w a s  a t  t h e  t i m e  o f  i n v e s t m e n t  a n d  i s  n o w  a  m e m b e r  o f  
t h e  b o a r d  o f  t r u s t e e s  o f  a n  ARRC i n v e s t e e .  AS 3 7 . 1 2 . 0 6 5  d o e s  
n o t  p r o h i b i t  a n  ARRC t r u s t e e  f r o m  m a i n t a i n i n g  s u c h  a n  i n t e r e s t ,  
p r o v i d e d  : h a t  t h a t  i n t e r e s t  w a s  a c q u i r e d  b e f o r e  t h e  i n v e s t m e n t  
w a s  m a d e .  Tn r e l e v a n t  p a r t ,  3 7 . 1 2 . 0 6 5  p r o v i d e s

I f  a m e m b e r  o r  e m p l o y e e  o w n s  o r  c o n t r o l s  
s u c h  a n  i n t e r e s t ,  h e  s h a l l  i m m e d i a t e l y  
d i s c l o s e  t h e  i n t e r e s t  i n  w r i t i n g  t o  t h e  
b o a r d  a n d  r e f r a i n  f r o m  p a r t i c i p a t i n g  i n  a n y  
m a n n e r  i n  a n y  a c t i v i t y  r e l a t i n g  t o  t h a t  
i n t e r e s t .

T h i s  s t a t u t e  p r o h i b i t s  t h e  b o a r d  m e m b e r  f r o m  
p a r t i c i p a t i n g  i n  a c t i v i t i e s  a f f e c t i n g  t h i s  i n t e r e s t  e i t h e r  i n  
t h e  c a p a c i t y  o f  a n  ARRC t r u s t e e  o r  a s  a b o a r d  m e m b e r  o f  t h e  
c o r p o r a t i o n  i n  w h i c h  ARRC  h a s  a n  i n t e r e s t .  I n  s e v e r a l  p r e v i o u s  
o p i n i o n s  we h a v e  c o n c l u d e d  t h a t  p u b l i c  o f f i c i a l s  m a y  n o t
p a r t i c i p a t e  i n  a n y  m a n n e r  i n  m a t t e r s  i n  w h i c h  t h e y  h a v e  a 
f i n a n c i a l  i n t e r e s t .  ( I n f o r m a l  o p i n i o n s  o f  t h e  A t t o r n e y
G e n e r a l ,  7 / 1 . 2 / 6 3 ,  3 / 5 / 8 1 . )  T h i s  s a m e  r u l e  s h o u l d  b e  s t r i c t l y  
a p p l i e d  t o  m e m b e r s  o f  t h e  ARRC b o a r d .  B e c a u s e  o f  t h e  p e c u l i a r  
q u a s i - g o v e r n m e n t a l  n a t u r e  o f  t h e i r  p o s i t i o n ,  ARRC  b o a r d  m e m b e r s  
s h o u l d  b e  p a r t i c u l a r l y  c a u t i o u s  w i t h  r e s p e c t  t o  e v e n  a n  
a p p e a r a n c e  o f  a c o n f l i c t .  I n  t h i s  i n s t a n c e ,  t h e  ARRC b o a r d  
m e m b e r  s h o u l d  r e f r a i n  f r o m  a l l  d i s c u s s i o n s  o f  t h e  i n v e s t m e n t  
a n d  a n y  v o t e  r e l a t e d  t o  t h e  i n v e s t m e n t .

L J L : v r b
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D E P A R T M E N T  O F  R E V E N U E
A L A S K A  R E N E W A B L E  R E S O U R C E S  C O R P O R A T I O N

A T T O R N E Y  G E N E R A L  O P I N I O N S
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JUNEAU. ALASKA 99871 
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G e r a l d  W i l k e r s o n ,  CPA 
L e g i s l a t i v e  A u d i t o r  
D i v i s i o n  o f  L e g i s l a t i v e  A u d i t  
P o u c h  W
A l a s k a  O f f i c e  B u i l d i n g  
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  M r .  W i l k e r s o n :

Y o u  h a v e  r e q u e s t e d  t h i s  d e p a r t m e n t ' s  a d v i c e  r e g a r d i n g  
w h e t h e r  a n  A l a s k a  R e n e w a b l e  R e s o u r c e s  C o r p o r a t i o n  ( A R R C )  T r u s ­
t e e  o r  e m p l o y e e  m a ' 1 s e r v e  a s  a v o t i n g  d i r e c t o r  o n  t h e  b o a r d  o f  
a n  ARRC i n v e s t e e .  We t h i n k  t h a t  AS 3 7 . 1 2 . 0 8 0 ( b ) ( A )  c l e a r l y  
p r o h i b i t s  ARRC f r o m  p l a c i n g  a n  e m p l o y e e  o r  t r u s t e e  o n  a n .  i n ­
v e s t e e ' s  b o a r d  f o r  t h e  p u r p o s e  o f  e x e r c i s i n g  v o t i n g  r i g h t s  o n
m a t t e r s  r e l a t i n g  t o  t h e  m a n a g e m e r t  o f  t h e  i n v e s t e e ,

AS 3 7 . 1 2 . 0 8 0 ( b )  ( A )  p r o v i d e s  t h a t  ARRC  m ay  n o t  " a s s u m e  
r e s p o n s i b i l i t y  f o r  m a n a g e m e n t  o f  a n y  . j r o j e c t  i n  w h i c h  i t  h a s  
i n v e s t e d  a n d  m a y  n o t  e x e r c i s e  v o t i n g  r i g h t s  f o r  t h a t  p u r p o s e  o r  
f o r  a n y  o t h e r  p u r p o s e  w h i c h  i s  w i t h i n  t h e  s c o p e  o f  m a n a g e r i a l  
c o n t r o l . "  i’h i s  s e c t i o n  a b s o l u t e l y  p r o h i b i t s  e x e r c i s i n g  v o t i n g  
r i g h t s  f o r  a n y  p u r p o s e  " w h i c h  i s  w i t h i n  t h e  s c o p e  o f  m a n a g e r i a l  
c o n t r o l . "  U u l e r  AS 1 0 . 0 5 . 1 7 A ,  t h o  p o s i t i o n  o f  a d i r e c t o r  o f  a 
c o r p o r a t i o n  i s  f u n c t i o n a l l y  d e f i n e d  t o  i n c l u d e  m a n a g e m e n t  o f
t h e  b u s i n e s s  a n d  a f f a i r s  o f  t h e  c o r p o r a t i o n .  T h e r e f o r e ,  a n y  
e x e r c i s e  o f  v o t i n g  r i g h t s  b y  a n  ARRC  T r u s t e e  o r  e m p l o y e e  w o u l d  
n e c e s s a r i l y  b e  f o r  a p u r p o s e  w h i c h  i s  w i t h i n  t h e  s c o p e  o f
m a n a g e r i a l  c o n t r o l .

T h e  o n l y  e x c e p t i o n s  t o  t h i s  p r o h i b i t i o n  a g a i n s t  v o t i n g  
a s  a m em b e r  o f  t h e  b o a r d  o f  a r  ARRC i n v e s t e e  a r e  p r o v i d e d  i n
AS 3 7 . 1 2 . 0 8 0 ( c ) .  T h i s  s e c t i o n  a l l o w s  t h e  ARRC  b o a r d  t o  t a k e  
a n y  a c t i o n  w h i c h  i t  d e e m s  n e c e s s a r y  t o  p r o t e c t  i t s  i n v e s t m e n t .
H o w e v e r ,  b e f o r e  t h e  ARRC b o a r d  m a y  a c t  u n d e r  AS 3 7 . 1 2 . 0 8 5 ( c ) ,
i t  m u s t  f i n d  t h a t  a c t u a l  c i r c u m s t a n c e s  o r  e v e n t s  t h r e a t e n  t h e
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i n v e s t m e n t .  I n  t h e  s i t u a t i o n  y o u  h a v e  d e s c r i b e d  i n  y o u r  o p i n ­
i o n  r e q u e s t ,  n o  c i r c u m s t a n c e s  e x i s t  w h i c h  w a r r a n t  e x t r a o r d i n a r y  
a c t i o n  u n d e r  AS 3 7 . 1 2 . 0 8 5 ( c ) .  W e ,  t h e r e f o r e ,  c o n c l u d e  t h a t  i f  
a n  ARRC t r u s t e e  o r  e m p l o y e e  i s  a  d i r e c t o r  o f  a n  ARRC  i n v e s t e e ,  
t h a t  t r u s t e e  o r  e m p l o y e e  m a y  n o t  v o t e  a s  a  d i r e c t o r  o f  t h e  ARRC 
i n v e s t e e .

S i n c e r e l y ,

W I L S O N  L .  CONDON 
ATTORNEY  GENERAL

L e / i l i e  J  J  L u d  t k e  
A s s i s t a n t  A t t o r n e y  G e n e r a l
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T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  r e s p o n d ,  t o  
t h e  a u d i t  r e c o m m e n d a t i o n s  i n  y o u r  P r e l i m i n a r y  
R e v i e w .  We a p p r e c i a t e  t h e  t i m e  y o u  h a v e  
s p e n t  i n  a n a l y s i n g  o u r  a c t i v i t i e s .

F o r  t h e  m o s t  p a r t ,  i t e m s  2 ,  3 ,  4 ,  a n d  5 a r e  
m a t t e r s  w h i c h  h a v e  b e e n  t h e  s u b j e c t  o f  
c o n t i n u i n g  d e b a t e  a n d  l e g a l  a n a l y s i s  s i n c e  
t h e  b e g i n n i n g  o f  o u r  b r i e f  h i s t o r y .  R e s p o n s e s  
t o  t h e s e  i t e m s  a r e  u n l i k e l y  t o  b e  s u r p r i s i n g  
t o  y o u  a s  t h e y  h a v e  b e e n  d i s c u s s e d  a t  l e n g t h  
i n  t h e  c o u r s e  o f  t h e  a u d i t .  I t e m s  6 a n d  7 
a r e  o p e r a t i n g  m a t t e r s  w h i c h  a r e  d i s c u s s e d  a n d  
f o r  w h i c h  r e m e d i a l  a c t i o n  i s  s u g g e s t e d .
I t e m  0 i s  a  p o l i c y  m a t t e r  w h i c h  t h e  B o a r d  
f e e l s  i s  i t s  p r e r o g a t i v e  t o  d e c i d e  u n d e r  t h e  
l e g i s l a t i o n .  A l t h o u g h  y o u r  b a s i s  f o r  m a k i n g  
t h e  r e c o m m e n d a t i o n  i s  u n d e r s t a n d a b l e ,  we  f e e l  
i t  d o e s  n o t  t a k e  i n t o  a c c o u n t  t h e  p r a c t i c a l  
r e a l i t i e s  o f  c e r t a i n  t y p e s  o f  i n v e s t m e n t s .

R e c o m m e n d a t i o n  N o .  1 s u g g e s t s  t h a t  c e r t a i n  
a l t e r n a t i v e s  t o  t h e  ARRC s t a t u t e  b e  c o n s i d e r e d .  
A l t h o u g h  t h e  B o a r d  i s  i n  a g r e e m e n t  t h a t  
c h a n g e s  a r e  d e s i r a b l e ,  o r  e v e n  n e c e s s a r y ,  t h e  
a l t e r n a t i v e s  i t  w o u l d  s u g g e s t  i f  a s k e d ,  a n d  
t l i e  r e a s o n s  t h e r e f o r e ,  w o u l d  b e  v e r y  d i f f e r e n t  
f r o m  t h e  o n e s  o f f e r e d  i n  t h e  l e t t e r .

P o 1 i c y  a p p r o a c h c s

A s  g e n e r a l ,  c o m m e n t ,  t h e  B o a r d  s e e s  t h e  
o v e r a l l  a u d i t  a s  f a i r  c o m m e n t  o n  a  c o m p l e x  
p i e c e  o f  l e g i s l a t i o n  s e t  i n  a n  e x t r e m e l y
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v o l a t i l e  p r a c t i c a l  a n d  p o l i t i c a l  l a n d s c a p e .  O n  i
t h e  o t h e r  h a n d ,  s i n c e  t h e  d o c u m e n t  m a y  s t a n d  a s  ■
t h e  o n l y  l e g i s l a t i v e l y  d e v e l o p e d  c o m m e n t  o f  s u b s t a n c e  
f o r  t h e  l e g i s l a t u r e  t o  c o n s i d e r  i n  A R R C ' s  s u n s e t  
y e a r ,  we  h a d  h o p e d  p e r h a p s  f o r  m o r e  d e t a i l  a n d  
d e p t h .  I t  m a y  b e  t h a t  s u c h  m a t t e r s  w e r e  o u t s i d e  
t h e  s c o p e  o f  t h e  a u d i t  o r ,  j u s t i f i a b l y ,  t h e  D i v i s i o n  p
m a y  h a v e  d e t e r m i n e d  t h a t  i t  w a s  i l l  e q u i p p e d  t o  j
c o n s i d e r  t h e  e c o n o m i c  a n d  i n d u s t r y - w i d e  i s s u e s  a n d  
d a t a  n e e d e d  t o  m a k e  a  t h o r o u g h  e v a l u a t i o n .

r

r

i
r

A l e a d i n g  a u t h o r i t y  o n  d e v e l o p m e n t  f i n a n c e  h a s  
r e c e n t l y  d e s c r i b e d  t h e  o r i g i n a l  b a s i c  c o n c e p t  o f  
ARRC  a s  " . . . o n e  o f  t h e  m o s t  i n n o v a t i v e  a n d  c r e a t i v e  
i d e a s  i n  d e v e l o p m e n t  f i n a n c e  i n  t h e  W e s t e r n  H e m i s p h e r e . " *
S u c h  e n t h u s i a s m  i s  n o t  g e n e r a t e d  b y  t h e  s i m p l e
f a c t  t h a t  t h e  C o r p o r a t i o n  h a s  t h e  a b i l i t y  t o  ,
p r o v i d e  e q u i t y  f i n a n c i n g ,  a s  t h e  a u d i t  s e e m s  t o  f
s u g g e s t ,  b u t  r a t h e r  b e c a u s e  i t  r e p r e s e n t s  m a j o r  a  
c o m m i t m e n t  t o  a  n u m b e r  o f  s p e c i f i c  p r e m i s e s  i n  t h e  
f i e l d  o f  d e v e l o p m e n t  f i n a n c i n g .  S u b s t a n t i a l  
r e s o u r c e s  a r e  a s s i g n e d  t o  b o t t o m  u p ,  e n t e r p r i s e  
d e v e l o p m e n t ,  p u r s u a n t  t o  s p e c i f i c  e c o n o m y - w i d e  
g o a l s ,  a n d  y e t  t h e  a u d i t  s e e m s  t o  c h a r a c t e r i z e  t h e  
A R R C ,  a n d  t h e  r e c o m m e n d e d  s u c c e s s o r  o r g a n i z a t i o n s ,  
a s  s o m e t h i n g  a k i n  t o  a  m i d r a n g e  S m a l l  B u s i n e s s  
I n v e s t m e n t  C o r p o r a t i o n .  T h u s ,  " v e n t u r e  c a p i t a l  
f i n a n c i n g " ,  w h i c h  i s  r e f e r r e d  t o  r e p e a t e d l y  i n  t h e  
a u d i t ,  r e p r e s e n t s  o n l y  a  s m a l l  p o r t i o n  o f  t h e  
m a t u r e  o r g a n i z a t i o n ' s  f u n c t i o n  a n d  i n v e s t m e n t  
p r o g r a m .

We n o t e  s o m e  t e n d e n c y  i n  t h e  l e t t e r  t o  b a s e  r e c o m m e n d a t i o n s  
o n  a b s t r a c t  p o s s i b i l i t i e s  o r  l i t e r a l  r e a d i n g s  o f  
t h e  s t a t u t e  r a t h e r  t h a n  o n  t h e  a c t u a l  o p e r a t i o n  o f  
t h e  s t a t u t e  o r  i t s  a p p l i e d  i m p l e m e n t a t i o n . W i t h o u t  
q u e s t i o n ,  t h e  A c t  i s  l o n g  a n d  c o m p l e x  a n d ,  a s  
w e l l ,  h a s  n u a n c e s  a n d  a m b i g u i t i e s ,  a s  m o s t  s t a t u t e s  
d o ,  w h i c h  c o u l d  b e  g i v e n  v a r i o u s  i n t e r p r e t a t i o n s .
T h e r e  i s  much  t h a t  c o u l d  h a v e  h a p p e n e d  a n d  p r i o r i t i e s  
c o u l d  h a v e  b e e n  e s t a b l i s h e d  a n d  r e a d i n g s  m a d e  i n  
d i f f e r e n t  w a y s  b y  d i f f e r e n t  p e r s o n s  o r  c i r c u m s t a n c e s .
B u t  t h e  p u r p o s e  o f  a  p e r f o r m a n c e  a u d i t ,  a s  o p p o s e d  
t o  a  c r i t i q u e  o f  l e g i s l a t i o n ,  i s  t o  e v a l u a t e  w h a t  
d i d  h a p p e n .  T h e  A c t  n o  l o n g e r  s t a n d s  a l o n e  a s  a

* D e . i d e n  H u l l  D a n i e l s  i n  a  r e p o r t  t o  S e n a t o r  P a t  R o d e y ,  
C h a i r ,  S e n a t e  I n t e r i m  B a n k i n g  C o m m i t t e e ,  H o v o m b i - r  1 1 ,  
1 9 0 1 .
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s p e c u l a t i v e  a b s t r a c t i o n ,  b u t  h a s  b e e n  i n  t h e  
p r o c e s s  o f  i m p l e m e n t a t i o n  f o r  t h r e e  y e a r s  o r  m o r e .
T h e r e  a r e  p a r t i c u l a r  e v e n t s  a n d  p e r s o n a l i t i e s  
a t t a c h e d  t o  t h e  l a w ;  i t  h a s  a  h i s t o r y ,  a  p o r t f o l i o  
a n d  a  d a i l y  e x i s t e n c e .  I t  h a s  e s t a b l i s h e d  c e r t a i n  
p r i o r i t i e s  a n d  h a s  t a k e n  s o m e  p a t h s  w h i l e  a v o i d i n g  
o t h e r s .

A c r i t i q u e  w h i c h  d e p a r t s  f r o m  a  l e g a l i s t i c  p o i n t  
o f  v i e w  i s  n o t  a s  m i s l e a d i n g  a s  t h e  n a r r o w n e s s  
r e f e r r e d  t o  a b o v e ,  h o w e v e r ,  i t  l e n d s  a  c e r t a i n  
c o n f u s i o n  t o  t h e  a u d i t ,  r a i s e s  q u e s t i o n s  t h a t  a r e  
n o t  r e a l l y  q u e s t i o n s ,  a n d  m a k e s  s o m e  r e c o m m e n d a t i o n s  
l e s s  s u b s t a n t i a l  t h a n  t h e y  c o u l d  h a v e  b e e n .  An 
e x a m p l e  w o u l d  b e  t h e  o b j e c t i o n  t h a t  A R R C ' s  c a p i t a l i z a t i o n  
i s  a  c o n s t i t u t i o n a l l y  p r o h i b i t e d  " d e d i c a t e d  f u n d "  
a s  s u g g e s t e d  o n  p a g e  3 and .  i n  R e c o m m e n d a t i o n  
N o .  2 .  T h i s  i s ,  a s  a  p r a c t i c a l  m a t t e r ,  a  n o n ­
i s s u e  .

R e s p o n s e  t o  R e c o m m e n d a t i o n  N o .  1 

A G R E E .

T h e  l e t t e r  s t a t e s  t h a t  ARRC s h o u l d  n o t  c o n t i n u e  t o  
e x i s t  i n  i t s  p r e s e n t  f o r m  u n d e r  t h e  e x i s t i n g  
s t a t u t e s .  S u p p o r t  f o r  t h i s  r e c o m m e n d a t i o n  i s  t h a t  
t h e  e n a b l i n g  l e g i s l a t i o n  l a c k s  s u f f i c i e n t  g u i d a n c e  
a n d  d i r e c t i o n  f o r  t h e  B o a r d ,  a n d ,  t h a t  t h e  s t r u c t u r e  
and .  t h e  s t a t u t e s  " . . . d o  n o t  p r o v i d e  a n  e f f i c i e n t  
o r  e c o n o m i c a l  u s e  o f  t h e  c o r p o r a t i o n ' s  r e s o u r c e s . "  
U n f o r t u n a t e l y  t h e s e  a s s e r t i o n s  a r e  n o t  s u p p o r t e d  
b y  e x p l a n a t i o n ,  e x a m p l e s ,  o r  a n a l y s i s  w h i c h  c o u l d  
b e  r e b u t t e d  o r  e x p l a i n e d .

I t  i s  n o t  p o s s i b l e  i n  o u r  v i e w  t o  e v a l u a t e  a c t u a l  
p e r f o r m a n c e  o r  t o  c o n s i d e r  d e s i g n  a l t e r n a t i v e s  
w i t h o u t  r e f e r e n c e  t o  a  p a r t i c u l a r  m i s s i o n ,  s t r a t e g i e s  
a n d  s t a n d a r d s  o f  p e r f o r m a n c e .  T h e  i d e n t i f i c a t i o n  
a n d  c h a r a c t e r i z a t i o n  o f  t h e  p r o b l e m s  t o  b e  s o l v e d  
w i l l  d i c t a t e ,  t o  a  v e r y  l a r g e  e x t e n t ,  t h e  p r e f e r r e d  
d e s i g n  o f  a n y  o r g a n i z a t i o n  e s t a b l i s h e d  t o  s o l v e  
t h e n .  I n  s h o r t ,  e f f e c t i v e n e s s  r e q u i r e s  t h a t  f o r m  
m u s t  f o l l o w  f u n c t i o n .  I n  t h i s  r e g a r d  i t  i s  s u g g e s t e d  
t h a t  t o o  l i t t l e  h a s  b e e n  u n d e r s t o o d  o f  t h e  f u n c t i o n s  
s o u g h t  t o  b o  f i l l e d  b y  a n  e c o n o m i c  d e v e l o p m e n t  
e n t i t y  s u c h  a s  A R RC .  A s  a  r e s u l t  we f e a r  t h a t  t h e  
o m i s s i o n  h a s  l e a d  t o  u n w a r r a n t e d  c o n c l u s i o n s ,  
a b o u t  A R R C ' s  a c t u a l  p e r f o r m a n c e  a n d ,  a s  w e l l ,  t o  
p r e m a t u r e  r e c o m m e n d a t i o n s  f o r  a  s u c c e s s o r  o r g a n i z a t i o n .

- 4 5 -
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A t  t h e  o u t s e t ,  a  d i s t i n c t i o n  m u s t  b e  m a d e  b e t w e e n  
l e g i s l a t i v e  d i r e c t i o n ,  a s  a c t u a l l y  s e t  f o r t h  i n  
t h e  s t a t u t e ,  a n d  t h e  d i r e c t i o n  t h a t  v a r i o u s  p a r t i e s —  
l e g i s l a t i v e ,  e x e c u t i v e  a n d  p u b l i c — t h o u g h t  s u c h  a n  
e f f o r t  s h o u l d  t a k e  a f t e r  t h e  i m p l e m e n t a t i o n  h a d  
b e g u n .  P o p u l a r  w i s d o m  t o  t h e  c o n t r a r y ,  r e a d  a s  a  
w h o l e ,  t h e  ARRC  l e g i s l a t i o n  p r o v i d e s ,  o r  a t  t h e  
v e r y  l e a s t  c a n  b e  r e a d  t o  p r o v i d e ,  v e r y  s u b s t a n t i a l  
g u i d a n c e  a n d  d i r e c t i o n .  W h e n  a n a l y z e d ,  m o s t  
o b j e c t i o n s  t o  A R R C ' s  a c t i v i t i e s  w e r e  n o t  t o  t h e  
e f f e c t  t h a t  i t  d i d n ' t  h a v e  d i r e c t i o n ,  b u t  t h a t  
p e o p l e  d i d n ' t  l i k e  t h e  d i r e c t i o n ;  t h e y  s a i d ,  t h e y  
w a n t e d  o r  e x p e c t e d  s o m e t h i n g  d i f f e r e n t .  T h e  
c a u s e s  f o r  t h i s  s i t u a t i o n  w e r e  v a r i o u s ,  b u t  a  r o o t  
c a u s e  c a n  b e  t r a c e d  t o  t h e  f a c t s  t h a t  ( 1 )  t h e  
p r o v i s i o n s  o f  t h e  l a w  w e r e  n e v e r  p u b l i c i z e d  a n d  
d e b a t e d  p r i o r  t o  p a s s a g e ,  a n d ,  ( 2 )  t h a t  p a s s a g e  
w a s  o b t a i n e d  w i t h o u t  f i r s t  s e c u r i n g  t h e  b a s i c  
c o n s e n s u s  i t  n e e d e d  t o  g e t  t h e  c o m p a n y  e n o u g h  
b r e a t h i n g  s p a c e  t o  g e t  s t a r t e d .

I n c i d e n t s  i l l u s t r a t i n g  t h i s  p o i n t  a r e  t o o  n u m e r o u s  
t o  l i s t ,  b u t  t h e i r  c u m u l a t i v e  e f f e c t  w a s  f a t a l  t o  
t h e  o r g a n i z a t i o n .  T h e  i n k  w a s  n o t  y e t  d r y  o n  t h e  
T r u s t e e  a p p o i n t m e n t  l e t t e r s  b e f o r e  a  b i l l  w a s  
i n t r o d u c e d  b y  t h e  a d m i n i s t r a t i o n  t o  u s u r p  t h e  
f i r s t  y e a r ' s  c a p i t a l i z a t i o n  t o  c l e a r  l a n d  f o r  t h e  
E a r l e y  p r o j e c t  a t  D e l t a .  T h e  l e g i s l a t u r e  h e l d  t h e  
c o m p a n y  h o s t a g e ,  i . e . ,  a s  i n t e r h o u s e  t r a d i n g  
s t o c k ,  t w o  s e s s i o n s  r u n n i n g ,  a n d  i n  a d d i t i o n ,  
p l o p p e d  a  1 5  m i l l i o n  d o l l a r / o n e  m o n t h  o p e r a t i n g  
p r o b l e m  ( E m e r g e n c y  f i s h  f u n d )  o n  t h e  c o m p a n y  i n  
. i t s  f i r s t  y e a r  o f  i n v e s t m e n t .  W h e n  p r e s s e d ,  
b a n k e r s  a n d  o t h e r s  i n  t h e  p r i v a t e  s e c t o r  a p p r o v e d  
" t h e  c o n c e p t "  ( a s  w e l l  t h e y  m i g h t  s i n c e  i t  w a s  
p e r h a p s  t h e  m o s t  p r o - p r i v a t e  s e c t o r  b i l l  e v e r  
p a s s e d  b y  t h e  l e g i s l a t u r e )  h u t  n o t  o n l y  f a i l e d  t o  
e x p r e s s  t h e i r  a p p r o v a l  i n  a r . y  i m p o r t a n t  w a y  b u t  
v / e r e  p r i v a t e l y  c r i t i c a l .

T h e s e  e x a m p l e s  a r e  g i v e n  n o t  a s  a n y  s o r t  o f  e x c u s e  
o r  r a t i o n a l i z a t i o n  b u t  t o  s e r v e  n o t i c e  o f  t h e  
e x t r e m e l y  i m p o r t a n t  n a t u r e  o f  " b r i n g i n g  e v e r y o n e  
a l o n g "  i f  a  s u c c e s s o r  o r g a n i z a t i o n  i s  b e i n g  c o n t e m p l a t e d  
L i k e w i s e ,  a n d  n e a r l y  a s  i m p o r t a n t ,  t h e  v e r y  m an y  
e x c e l l e n t  f e a t u r e s  o f  t h e  ARRC s h o u l d  n o t  b e  
s u m m a r i l y  t o s s e d  o u t  s i m p l y  b e c a u s e  t h e  C o r p o r a t i o n  
i s  p e r c e i v e d  a s  a  p o l i t i c a l  f a i l u r e .  W i t h  s k i l l f u l  
c o n s e n s u s  b u i l d i n g  a n d  a  f e w  i m p o r t a n t  l e g i s l a t i v e  
c h a n g e s ,  A R RC ,  o r  a n  A R R C - l i k e  o r g a n i z a t i o n ,  c a n  
p r o v i d e  l e a d e r s h i p  a n d  a  n a t i o n a l  m o d e l  f o r  t h e
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m o s t  i n n o v a t i v e ,  e x c i t i n g  a n d  s u c c e s s f u l  d e v e l o p m e n t  
f i n a n c i n g  i n  t h e  U n i t e d  S t a t e s .

S u c h  a  m o d e l  w i l l  n o t  b e  c r e a t e d ,  h o w e v e r ,  b y  t h e  
d e e p e n e d  c o n t r o l ,  r e d u c e d  s c o p e  a n d  l i m i t e d  n a t u r e  
o f  a n  o r g a n i z a t i o n  r e c o m m e n d e d  b y  t h e  l e t t e r .  I n  
f a c t ,  o n e  w o u l d  h a v e  t o  s e r i o u s l y  q u e s t i o n ,  i n  
s p i t e  o f  t h e  s u b s t a n t i a l  n e e d  f o r  a n y  s o u r c e  o f  
e q u i t y  f i n a n c i n g  i n  t h e  A l a s k a  e c o n o m y ,  w h e t h e r  
t h e r e  i s  v a l u e  a t  a l l  i n  a  " s t a t e  a g e n c y "  o r  " l o a n  
p r o g r a m "  w h i c h  i s  r u n  b y  b u r e a u c r a t s  a n d / o r  p a r t  t i m e  
v o l u n t e e r s ,  s u b j e c t  t o  a n n u a l  a p p r o p r i a t i o n s ,  t h e  
E x e c u t i v e  B u d g e t  A c t  a n d  c o n t r a c t i n g  p r o c e d u r e s ,  
a n d  h a v i n g  l i m i t e d  l a t i t u d e  i n  i t s  a b i l i t y  t o  
s t r u c t u r e  d e a l s .  S u c h  a n  a p p r o a c h  n o t  o n l y  
i g n o r e s  t h e  AF.RC e x p e r i e n c e ,  w h i c h  w a s  e x a c t l y  t h e  
o p p o s i t e ,  b u t  t h e  e x p e r i e n c e  o f  e v e r y  o t h e r  s i m i l a r  
f u n d  e s t a b l i s h e d  i n  t h e  U n i t e d  S t a t e s ,  p u b l i c  o r  
p r i v a t e .

A R R C ' s  d i f f i c u l t i e s  i n  o p e r a t i n g  h a v e  n o t  f l o w e d  
f r o m  a  l a c k  o f  a c c o u n t a b i l i t y  o r  c o n t r o l — we h a v e  
h a d  l e g i s l a t i v e  a u d i t o r s  a c t u a l l y  s i t t i n g  i n  o u r  
o f f i c e s  f o r  a b o u t  h a l f  o f  o u r  o p e r a t i n g  e x i s t e n c e .
On  t h e  c o n t r a r y ,  t h e  d i f f i c u l t i e s  h a v e  a r i s e n  f r o m  
t o o  m u c h  c o n t r o l  a n d  t o o  m u c h  a c c e s s a b i l i t y . Had  
t h e  l e g i s l a t u r e ,  f o r  i n s t a n c e ,  a c t u a l l y  c u t  o f f  
A R R C ' s  o p e r a t i o n s  w i t h  l e s s  t h a n  t w o  w e e k s  n o t i c e ,  
a s  i t  n e a r l y  d i d  l a s t  s e s s i o n ,  a n d  s e t  a d r i f t  a  
4 0 - s o m e - o d d  m i l l i o n  d o l l a r  p o r t f o l i o ,  i t  w o u l d  
h a v e  r e s u l t e d  i n  a n  e m b a r r a s s m e n t  o f  n a t i o n a l  
p r o p o r t i o n s .  T h i s  d o e s  n o t  s a y  t h a t  t h e  l e g i s l a t u r e  
w o u l d  n o t  b e  e n t i t l e d ,  o r  e v e n  j u s t i f i e d ,  i n  d o i n g  
s o .  I t  m e r e l y  p o i n t s  u p  t h a t  a  c r e d i b l e ,  e f f e c t i v e  
f i n a n c i n g  i n s t i t u t i o n  w h i c h  a s k s  p e o p l e  t o  p u t  
t h e i r  l i f e ' s  w o r k  i n  i t s  h a n d s  m u s t  b e  i n s u l a t e d  
f r o m  s h o r t  t e r m  p o l i t i c a l  c h a n g e  n o  m a t t e r  h ow  
j u s t i f i e d  i t  m ay  s e e m .

T h u s  t h e  B o a r d  w o u l d  n o t  o n l y  r e c o m m e n d  t h a t  a n y  
a m e n d e d  ARRC o r  f u t u r e  o r g a n i z a t i o n  n o t  o n l y  b e  
f r e e d  f r o m  t h e  r e q u i r e m e n t s  o f  t h e  E x e c u t i v e  
B u d g e t  A c t ,  b u t  t h a t  i t  b n  f r e e d  f r o m  t h e  a n n u a l  
a p p r o p r i a t i o n s  p r o b l e m  b y  b e i n g  e n d o w e d  w i t h ,  
c a p i t a l i z a t i o n  i n  t h e  f o r m  o f  a  f u n d ,  e s t a b l i s h e d  
a l l  a t  o n c e ,  o r  c o n t r i b u t e d  t o  o v e r  t i m e .  O f  t h e  
4 0 0  o r  s o  e q u i t y  w i e l d i n g  i n v e s t m e n t  f i r m s  i n  t h e  
U n i t e d  S t a t e s ,  a l l  h a v e  s u c h  a  c h a r a c t e r .

I t  i s  f u r t h e r  r e c o m m e n d e d  t h a t  c o n s i d e r a b l y  m o r e  
t h o u g h t  h e  g i v e n  t o  t h e  a d v a n t a g e s  a n d  d i s a d v a n t a g e s
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o f  var ious  s t r u c tu r a l  op t ion s  when the o r g a n iz a t i o n ' s  
m iss ion  and fu n c t ion s  are more f u l l y  d e s cr ib e d .
Much con f id en ce  has been expressed ,  f o r  in s ta n ce ,  
in  the establishment o f  a p u b l i c  board, although 
no reasons f o r  t h i s  have been g iven .  (Indeed,  no 
reasons have been given as to  why the e x i s t in g  
o rg a n iz a t ion  i s  i n s u f f i c i e n t ,  although the t ru s te es  
themselves have noted some l i m i t a t i o n s . )

A part  time p u b l i c  board i s  o r d i n a r i l y  used as a 
p o l i t i c a l  b u f f e r  and as a bridge t o  the p u b l i c  o f  
some government fu n c t i o n .  Both elements are 
necessary  t o  an ARRC-like o rg a n iz a t io n .  I t  i s  
d i f f i c u l t ,  however, t o  think o f  a v o lu n te e r ,  
p a r t  time board which has, on i t s  own, developed ,  
o r  even overseen ,  an important o v e r a l l  p o l i c y ,  
r e p l e t e  with necessary  s t r a t e g i e s ,  implementation 
o b j e c t i v e s ,  and management o v e r s ig h t .  Neither are 
part  time boards su ited  t o  making and maintaining 
complex in d iv idu a l  investment d e c i s i o n s .  They are 
no to r iou s  f o r  being the ca p t iv e s  o f  t h e i r  ex ecut ive  
d i r e c t o r s  and are more l i k e l y  than most to  indulge 
in  log r o l l i n g  and vote  trading based on economic, 
geographic  or  o ther  external  c o n s id e r a t io n .  When 
investment d e c i s i o n s  must be based on s u b je c t iv e  
and personal e lements,  s t r a t e g i c  c o n s id e r a t io n s ,  
and s o l i d  t e ch n ica l  a n a ly s is ,  the success  o f  a 
part  time p u b l i c  board would be a rare a c c id e n t .
O d d s  f o r  i t s  f a i l u r e ,  o r  e v e n  s c a n d a l ,  w o u l d  b e  
h i g h .

T r u s t e e  S p e a r  h a s  m a d e  t h e  s u b j e c t  o f  o r g a n i z a t i o n a l  
s t r u c t u r e  a  p a r t  o f  a  d r a f t  p a p e r  c o n c e r n e d  w i t h  
l e g i s l a t i v e  d e s i g n  c o n s i d e r a t i o n s  i f  m o r e  d i s c u s s i o n  
o n  t h i s  t o p i c  i s  d e s i r e d .  H e  h a s  a r g u e d  f o r  a  
h y b r i d  b o a r d  o f  f o u r  p u b l i c  p a r t  t i m e  m e m b e r s  a n d  
t h r e e  f u l l  t i m e  t r u s t e e s  a s  a r e  p r e s e n t l y  p r o v i d e d .
T h e  s t r u c t u r e  n o t  o n l y  p r o v i d e s  a v e n u e s  t o  t h e  
p r i v a t e  s e c t o r ,  b u f f e r i n g  a n d  p u b l i c  a c c e s s  b u t  
p r o v i d e s  c o n t i n u l 4 ^ , e x p e r t i s e  a n d  a t t e n t i o n  a s  
w e l l  a s  p r o t e c t i o n  a g a i n s t  t h e  i n h e r e n t  i n s t a b i l i t y  
a n d  f r a g i l e  n a t u r e  o f  t h e  t r i u m v e r .

R o c o m n e n d a t i o n j

T h e  L e o i s l a t u r o  s h o u l d  c o n s i d e r  t h e  r e p e a l  o f  AS 3 7 . 1 1 . 0 1  
OT'TT a n d  AS* T f ' . T 2 . CT<57



Corporate counsel has been requested t o  review h is
op in ion  on the s ta tu te s  c i t e d  in  t h i s  recommendation,
and he has informed us that  he stands behind that
o p in io n ,  a copy o f  which i s  attached .  See the
February 20, 1980 op in ion  e n t i t l e d  "Stewardship o f
the Renewable Resources Fund." I t  i s  not c l e a r  j
what cash management and investment p r a c t i c e s  are
found lack ing  by the au d i to r .

Recommendation Mo. 3

ARRC should d is con t in u e  expending repa id  p r in c ip a l  from 
prev ious  l o a n s .

DISAGREE.

This p r a c t i c e  i s  supported by the op in ion  o f  corpora te  
cou n se l ;  he stands behind that  o p in io n ,  a copy o f  
which i s  a ttached .  See the December 2, 1980 op inion  
e n t i t l e d  "Reinvestment o f  Returned Investment 
P r in c ip a l  and Accounting P rocedures ."  Reinvestment 
o f  returned p r in c ip a l  i s  permitted by ARRC's 
enabling l e g i s l a t i o n .

Recommendation Mo. 4

ARRC' s funds should be depos ited  with and invested  through 
t h e Treasury D iv is io n  o f  the Department o f  Revenue.

DISAGREE.

Again, see the two op in ion s  o f  counsel a ttached ,
dated February 20, 1080 and December 2, 1980. |
ARRC's enabling  l e g i s l a t i o n  g iv e s  i t  r e s p o n s ib i l  ty 1
f o r  c a p i t a l  budget a p p rop r ia t ion s  t o  i t .  ARRC's ||
enabling  l e g i s l a t i o n  a ls o  prov ides  f o r  reinvestment I
o f  returned investment p r i n c i p a l .  That l e g i s l a t i o n
does not,  however, prov ide  fo r  reinvestment o f
earnings on investments.  To the extent  that ARRC's
investment p r a c t i c e s  arc in accord with those
p r i n c i p l e s ,  the c o r p o r a t i o n ' s  p r a c t i c e s  are supported
by op in ion  o f  cou nse l .

Recommendation Mo. 5

A R R C  t r u s t e e s  a n d _ e m p l o y e e s  s h o u l d  i m m e d i a t e l y  r e s i g n  f r o m  
n o s i t f l o n s "  o n  T h e  i f o a r c T o T ~  D i r e c t o r ’fl~ o f ~ J \ UPC!" I n v e s t e e s .

DISAGREE.

A R R C  t r u s t e e s  a n d  e m p l o y e e s  h a v e  f r o m  t i m e  t o  t i m e

I
I
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been placed on in v e s te e s ' boards. ARRC requested 
and rece ived  an opinion o f counsel on t h is  p ra c t ic e , 
a copy of which i s  a ttached . See the opinion dated 
June 28, 1981 e n t it le d  "T ru stees on In v e s te e s '
B o ard s."  ARRC has adopted th is  p ra c t ic e  as a 
p o lic y  m atte r. C le a r ly , ARRC must m aintain a 
c a re fu l watch over re c ip ie n ts  o f ARRC funding. The 
on ly  t r u ly  e f fe c t iv e  way to monitor investm ents i s  
by p lac in g  ARRC re p re se n ta tiv e s  on the in ve ste e s ' 
boards. in  the commercial w orld , to do otherw ise 
would be h ig h ly  unusual; indeed, the f a i lu r e  of an 
in v e s to r to fo llo w  th a t course could very w e ll be 
deemed to be le s s  than prudent according to normal 
investm ent p ra c t ic e s , i t  i s  the t ru s te e s ' c o l le c t i/ e  
opin ion th a t the p o lic y  i s  a sound one. To the 
exten t th a t i t  i s  not perm itted by ARRC's enabling 
le g is la t io n , the le g is la t io n  should be changed.

Recommendation Mo. 6

ARRC should improve the documentation of i t s  a n a ly s is  of  
app lic a t io n s  fo r  f in a n c ia l a s s is ta n c e .

AGREE.

The s t a f f  throughout the past eighteen months has 
been developing , modifying and improving i t s  p ra c t ice s  
and procedures w ith  respect to documentation of 
in vestm ents.

The nine of 32 a p p lic a t io n  f i l e s  not evidencing 
w ritte n  fin d in g s  merely rece ived  co n d itio n a l approval 
fo r  f in a n c ia l a s s is ta n c e , su b je c t to fu rth e r  review 
o f fin an cin g  plans and fin d in g s in  the a ff irm a t iv e  
in  accordance w ith  AG 3 7 .1 2 .8 0 (a ) , as was reuqired 
to o b lig a te  FY8.1 appropriated c a p ita l p r io r  to 
year-end .

There are no excuses fo the incom pleteness of 
other a p p lican t f i l e s .  immediate stops w i l l  be 
taken to a' sure the appropriate  documentation of 
each p o r t fo lio  company.

Recommendation Uo. 7

A RPCshould implement procedures that provide p u b lic  
com petition fo r  tc c lu n c al~ assi.'stancr contrac t .

A G R E E .

F in a l approval fo r the procedure was obtained from
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the Department o f A d m in istra tio n  in  J u ly ,  1981.
ARRC w i l l  begin implementation o f i t s  seq u en tia l 
elements in  Jan u ary , w ith  completion o f the f i r s t  
c y c ly  o f a c t iv i t y  estim ated to req u ire  SO days.

Recommendation Mo. 8

DISAGREE.

ARRC has b u y /se ll p ro v is io n s in  se v e ra l o f i t s  
investm ent agreements, and has attempted during 
n eg o tia tio ns of investm ent terms to a r r iv e  a t 
b u y /se ll p ro v is io n s in  a l l  eq u ity  investm ents i t  
has made. I t  should be understood th a t b u y /se ll 
p ro v is io n s e f f e c t iv e ly  p lace a c e i l in g  on ARRC's 
re tu rn . P rospective  in vestees have fre q u e n tly  
regarded the 25 to 305 re tu rn  expectation  proposed 
by ARRC as unacceptably h igh , and have them selves 
e lec ted  not to include b u y /se ll form ulas in  f in a l  
documents. I t  would, o f course , be imprudent fo r 
ARRC to  agree to re tu rn  c e i l in g s  which f a i l  to 
o f fe r  the prospect o f rewards commensurate to r is k s  
take n .

As to the t i ming fo r the execution o f stock o p tio n s, 
a l l  investm ent documents contain  prov: s io n s a tte s t in g  
to  ARRC's w illin g n e s s  to negotiate the sa le  o f i t s  
in te re s t  a t any tim e .

Thank you fo r your co n sid e ra tio n  of these comments.

S in c e re ly ,

T rustee





to—'DRANDUM
TO: COCHAIRMEN GARDINER

ZHARQFF 
FROM: JOHN SUND
DATE: MARCH 23, 1931
RE: AQUACULTURE HEARINGS

The corrmittee has schedule hearings to be held on fish e rie s  enhancement 
and reh ab ilita tio n  and aquaculture for March 23 and 24. The basic 
outline of the hearings is  as follow s.

1.0 Monday 3 to 5 pm.

3-4. Overview of the state programs. Bob Roys, d irecto r o f 
FRED w ill present the states program. Because the time is  very lim ited  
the presentation w ill be very b rie f. Any d e ta il of sp e c ific  programs 
w ill be offered in  response to questions from the ccmndttee.

4-5. Overview of the private no t-fo r-p ro fit program; AS 
16.10.375-600 and AS 43.76. This program includes regional associations 
and in d iv id u a lly  owned not-fo r-p ro fit corporations. There are fiv e  
reg ioral associations and the testimony w ill be offered in  a panel 
approach to avoid rep etition . They w ill review the h isto ry  o f the 
program, it s  current status and proposals fo r the fu tu re . The panel 
w ill consist of the follow ing:

.1  Ron Wendte: Southern Southeast Regional Aquaculture
Association: Ketchikan 

.2  Derek Poon: Northern Southeast Regional Aquaculture
Association: Sitka/Juneau

.3 Armin Koemig: Prince W illiam  Sound Aquaculture
Association: Cordova 

.4 Floyd Heimbuck: Cook In le t Regional Aquaculture 
As sociation: Kenai

.5  Paul McCollum: Lower Yukon/Kuskokwim Aquaculture
Association: Bethel

There are several in d iv id u ally  owned n o t-fo r-p ro fit 
aquaculture associations in  tne program. They are lis te d  in  the 
attachments. The problems they face are su b stan tia lly  the sane as the 
regional associations although they do not have access to the resources 
of the reg ionals. Also there are actu ally  and potential c o n flic t areas 
between the regional associations and the in d iv id u a lly  owned 
corporations. The following w ill te s tify  on th e ir behalf:

. 6 Ladd MacCauley: Douglas Island Pink and Chum Corp.
Juneau



MEMORANDUM
TO: HOUSE RESOURCES COMMITTEE MEMBERS
FROM: COMMITTEE COUNSEL JOHN SUND
DATE: MARCH 23, 1981
RE: RACKET MATERIAL FOR AQUACULTURE HEAR'

The attached m aterial consists of the follow ing:

NECESSARY FOR THE ACTUAL HEARINGS

(1) Memorandum dated 3/23 to the committee cochairmen frcm Sund 
outlin ing the Monday hearings. One pace.

(2) Memorandum date1 3,’-i-> ro the committee cochairmen frcm Sund- 
outlin ing  the Tuesday hearings and summarizing the issu es.
Five pages.

BACKGROUND MATERIAL: LEADING TO THE HEARINGS.

(3) Memorandum dated 2/27 to a l l  interested p arties from committee 
cochaimen requesting w ritten response to various issues 
re lating  to aquaculture as outlined in  an attached memorandum.

(4) Responses to the 2/27 le tte r from the following p artic ip an ts: 
Southern Southeast Regional Aquaculture Association 
Northern Southeast Regional Aquaculture Association
Cook In le t Aquaculture Association
Lower Yukon/Kuskokwim Aquaculture /association
Department of Commerce and Economic Development
Governor's Office
Kodiak Area Native Association

(5) Department of Fish  and Game; FRED; F ish  Marking, Recovery 
And Evaluation Program.

BACKGROUND MATERIAL: AQUACULTURE

(6) "The M ille r Report;" Analysis of Selected Elements o f the 
Alaska Salmon Resource Development Program. A Report to the 
Aquaculture Po licy Study Group of the Alaska le g is la tu re . By 
Wally M ille r; Leonard Lane; B ill W ilkerson.



MEMORANDUM
TO: COCHAIRMEN GARDINER

ZHAROFF
FROM: JOHN SUND
DATE: MARCH 23. 1981
RE: AQUACULTURE HEARINGS MARCH 24. 1981

The aquaculture hearings fo r Tuesday March 24 w ill focus on the issues 
which are creating the roost d iffic u lty  at th is  tim e. The regional 
association representatives and the d irecto r of FRED met on Friday/
March 20, 1981 with Committee Counsel Sund in  preparation fo r these 
hearings. At that meeting many of the current issues were discussed. 
Because of the tin e  constraints of the ccmnittee and th at only 2 hours 
were availab le the follov/ing issues were determined to be the most 
important.

POSSIBLE COMMITTEE ACTION

There are four possible reasons fo r the committee to have these hearings 
and three possible actions that can be taken:

.1  Statutory change; b ill required;

.2 Po licy d irectio n ; resolution required;

.3 Budgetary m atter; committee le tte r to finance ccm nittee; 

.4 Inform ation;

The action that the participants request the committee to consider are 
lis te d  as the issues are summarized.

ISSUES FOR COMMITTEE ACTION

Summaries of the, following iss\ies are attached. One page of 
summary fo r each issue. The issue is  appropriately numbered and tit le d  
at the bop of the page. Further d e ta il is  provided in  each members 
f i le s .

1.0 FINANCING.
.1  statutory changes 
.2 appropriation b ill 
.3 recormejdation to finance committee

2.0 BROODSTOCK POLICY
.1  p o licy issue; possible resolution

3.0 FISH MARKING, RDCOVERY AND EVALUATION 
.1  recommendation to finance ccmnittee

4.0 REGIONAL PLANNING
.1 statutory changes 
.2 recommendation to finance ccmnittee


