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permits and gear, and for the construction and purchase of ves-
sels ;

(C) corporations, partnerships, or joint ventures, 100
percent of which are owned by individual commercial fishermen who
have been state residents for a continuous period of two years
immediately preceding the date of application for a 1 nn wunder
AS 16.10.310(a)(1)(B) and have had a crewmember or commercial
fishing license under AS 16.05.480 or a permit under AS 16.43 for
the year immediately preceding the date of application and any
other two of the past five years, and who actively participated
in the fishery during that period, for the repair, restoration or
upgrading of existing vessels and gear, fcr the purchase of gear,
and for the construction and purchase of vessels;

(2) designate agents and delegate its \owers to them as

»
necessary;

(3) adopt regulations necessary to c/urry out its functions;

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

(5) enter into agreements with private lending institu-
tions, other state agencies, or ageiicies of the federal government, to
carry out the purposes of AS 16.10.300 - 16.10.370;

(6) enter into agreements with other agencies or organiza-
tions to create an outreach program to make loans under AS 16.10.300
16.10.370 in rural areas of the statej_

(7) allow an assumption of a loan if the applicant has been
a state resident for a continuous operiod of two years immediately
preceding the date of the request for an assumption.

* Sec. 2. AS 16.10.320(a) is amended to read:
CSSB 496(L&C) 5.
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(a) A loan under AS 16.10.310 - 16.10.370
(1) may not: exceeda term of 15 years, except for exten-
sions granted under AS 16.10.310(a)(4);
(2) may not bear interest exceeding 10-1/2 percent;
(3) shall be secured by a first priority lien and appropri-
ate security agreement; and
(4) may not exceed 90 percent of the appraised value of the
collateral used to secure the loan, except that a loan granted wunder
AS 16.10.333 for the purchase of an Alaska Ilimited entry permit may
not exceed anamount determined in accordance with (f) or (h) of this
section.
Sec. 3. AS 16.10.320(d) is amended to read:
(d) The total of balances outstanding on loans [LOANS] made
borrower wunder AS 16.10.310(a)(1)(A) may not exceed [A TOTAL OF]

$300,000. Loans made to a borrower under AS 16.10.310(a)(1)(B) or (C)

may not exceed a total of $100,000, A loan to an associate of the
borrower is considered to be a loan to the borrower. For the purposes
of this section, "associate of the borrower" means

(1) a corporation or other organization of which the
borrower is an officer, director or partner, or is, directly or

indirectly, the beneficial owner of 10 percent or more of any class of
equity securities;

(2) a person who is, directly or indirectly, the beneficial
owner of 10 percent or more of any class of equity securities of the
borrower:

(3) a trust or other estate in which the borrower has a
substantial beneficial interest or as to which the borroxtfer serves as
trustee or in a similar fiduciary capacity.

Sec. 4. AS 16.10.320(e) is amended to read:

-3- CSSB 496 (L&C)
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(e) Two or more individual commercial fishermen who each satisfy

the -requirements specified i:i AS 16.10.310(a)(1)(B) may jointly obtain
%

a commercial fishing loan for the construction of a fishing vessel or
the purchase of an existing fishing vessel. Loans granted under this
subsection

(1) may not exceed the amount specified in (d) of this
section multiplied by the number of qualified commercial fishermen
applying for the loan;

(2) may not exceed a term of 15 years, except for exten-
sions granted under AS 16.10.310¢(a)(4);

(3) shall be secured by a first priority lien and appropri-
ate security agreement;

(4) may not bear interest exceeding 10-1/2 percent; and

(5) may not exceed 90 percent of the appraised value ofthe
colliteral used to secure the loan.

* Sec. 5. AS 16.10.335 is amended to read:

Sec. 16.10.335. 'FAULT AND FORECLOSURE. (a) If the debtor
defaults upon a not for which a limited entry permit has been pledged
as security under AS 16.10.333 or J[UNDER AS] 16.10.338, the commis-
sioner shall provide the debtor, by both [REGISTERED ORj certified and
first class maia. sent to the debtor's last known address on file with
the commissioner, with a notice of default that [\7LIICH] includes

(1) a description of the security given for the note in-
cluding the number assigned to the pledged permit by the commission;

(2) the date upon which the defaultoccurred; 9

(3) the amount of arrearages as of the date of thenotice,
the total amount remaining on the note less unearned interest, and the

amount of daily interest;

(4) a statement that the debtor may, within 15 days after
CSSB 496 (L&C) -4 -
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[OF] t° postmark date of the notice, request a hearing to submit
evidence showing the debtor has not defaulted;

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

(6) a statement that the note may be paid in full less
unearned interest within 120 days after [FROM] the postmark date of
the notice;

(7 the place where reinstatement or payment in full may be
made; and

(8) a notice in at least 10-point bold type stating:
"IMPORTANT: YOUR FAILURE TO REINSTATE OR PAY THIS NOTE IN FULL BY THE
DATE SPECIFIED WILL RESULT IN A FORFEITURE OF ALL RIGHTS TO THE PERMIT
AND THE POSSIBILITY OF LEGAL ACTION BEING INSTITUTED AGAINST YOU."

(b) Ineach case of a Ilimited entry permit being pledged as
security under AS 16.10.333 or 16.10.338, the debtor shall maintain on
file with the department an address where notice of default is to be
sent, if necessary, and where that notice will be timely received by
the debtor.

(c) Upon presentation of evidence of mailing in accordance with
(a) of this section, the receipt of the notice of default by the
debtor will be presumed for all purposes. This presumption is re-

buttable by presentation of evidence sufficient to demonstrate lack of

receipt of notice through no fault of the debtor. Upon presentation
of evidence sufficient to prove lack of i _eipt of notice through no
fan, t of the debtor, the notice is a nullity.

(d) Upon "“ood cause shown, the commissioner may waive any of the
time limits in (a) of this section, if the department receives from
the dlefteed BT the debtor’s representative a request for the waiver

btk e  the e A fp UiAWMA wiA UHlY time Timit for which the waiver s
5. CSSB 49C'L&C)
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sought.
(e) Except as otherwise provided in (c) and (d) of this section,

upon [UPON] the debtor's failure to satisfy the note within the time

specified in (a)(6) of this section, the debtor's interest in the
permit is terminated by operation of law without further notice. Any
entry permit cards issued to the debtor wunder the permit shall be

cancelled immediately upon receipt by the commission of a certificate
of termination containing a copy of the notice required by (a) of this
section issued by the commissioner.

Sec. 6. AS 16.10 is amended by adding a new section to read:

Sec. 16.10.336. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The department shall dispose of property acquired
through default or foreclosure of a Jloan made under AS 16.10.300
16.10.370. Disposal shall be made in a manner that serves the best
interests of the state and may include the amortization of payments
over a period of years, but may not be by leaae.

Sec. 7. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

CSSB 456 (L&C) -6-
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STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:
REQUEST FISCAL DETAIL

Bill/Resolution No. :CSSB 416 (L&C) Agency Affected: Commerce fiEconomic npyp lonn-_pnt
Title:An Act relating to Commercial Program Category Affected:

JiliAh:. Loans Development
Sponsor Senate Labor & commerce BRU, Program or Subprogram!s) Affected:
Requestor: Labor & Commerce Committee Investments

Date of Request:

EXPENDITURES/REVENUES: (Thousands of Dollars)

FY 84 FY 85 FY 86 FY 87 FY 88 FY 89
OPERATING

100 PERSONAL SERVICES 157.8 157.8 157.8 157.8 157.8
200 TRAVEL 7.9 7.9 7.9 7.9 7.9
300 CONTRACTUAL 12.3 12.0 12.0 12.0 12.0
00 SUPPLIES 1.2 1.2 1.2 1.2 L2
500 EQUIPMENT 17.4
600 LAND & STRUCTURES
700 GRANTS, CLAIMS
800 MISCELLANEQUS

TOTAL OPERATING 196. A 178.9 178.9 178.9 178.9
I CAPITAL 1 | .

C REVENUE

FUNDING: (Thousands of Doll ars)

GENERAL FUND 196.6 178.9 178.9 178.9 178.9
FEDERAL FUNDS

OTHER
TOTAL 196.6 178.9 178.9 178.9 178.9

POSITIONS:

FULL-TIME 4.0 4.0 4.0 4.0 4.0
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF 3ILL:

ANALYSIS: Attach a”separaj.*. Zand /sis

Prepared By: Paul B. Arnold~rS)irector Phone: 465-2510
Division: Investments Da te:

Approved by Commissioner: Richard A. Lvon Date:

Agency: Commerce and Economic Development

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) /- 12/1/83



FISCAL NOTE ANALYSIS
CSSB 496 (L&C)

100 Line

Processing of an additional 600 applications for assumptions and approval
of 400 of those applications per year will create a marked increase in
the workload of the division®s Anchorage and Juneau regional offices.

Two additional 1loan examiners and two loan closers would be required to
handle the increased load and would be spread between the two regional
offices. One time expenses would be incurred for equipment.

Consideration of these applications would also require significantly
more meetings of the department"s loan committees. This fiscal note
assumes that this additional burden would be absorbed.

300 Line $.3 t

Approval of this measure would require modification and reprinting of
the existing loan application packet.

J/wf s32984a



11.

12.
13.
14.

15.

16.
17.
18.
19.
20.
21.

POSITION TITLE
Loan Examiner 11

TYPE OF POSITION STAFF MONTHS
PFT 12

© u N o o
P P

IYPE OF EXPENDHU&E
1
PERSONAL SERVICES
Salary
Benefi ts

JOTAL PERSONAL SERVICES
Travel
Contractual
Commodities
Equi pment
Other
TOTAL COST

RECEIPT CODE

Federal Receipts

G.F. Match
Ceneral Funds
i-A Receipts

Program Receipts

Other

FOR B4M USE ONLY

4A KEY NUMBER

35,580
10,719

01
02
03
04
05

FUND INC SOURCE

1002
1003
1004
1005
1028

AMOUNT

3

46,299
3,950
3,000

300
4 .555

58. 104

RANGE/STEP

17A G

BARG.

UNIT

LOCATION
Juneau

Estimates for other line items assume that the new
employee required for this new
require support at

being incurred by the division on other

Travel: To
and
Contractual:

Cominodi ties:

Equipment:

Space Rental: $3,000

$2.50 sq./ft. x 100 sq./ft.

loan proqram will
levels similar to that actually
loan programs.

X 12

inspect collateral, interview applicants.
inform public on proqgram.

months RSA to Department of Administration

General supplies.

Calculator $ 365
Microfiche Reader 300
Workstation 3,890

N555

Page 1 of 4

D ate

Ll

€SSO

496 (UC)



10.

13.
1™
15.

J6.

17.
IB.
19.

21.

(PLISCIHC2L» 15

POSITION TITLE RANCE/STEP BARG. UNIT XK eee

Loan Examiner Il 17A G
TYPE OF POSIfION  STAFF MONTHS LOCATION
PET 12 Anchorage
TYPE OF EXPENDITURE AVIOUNT
1
PERSONAL SERVICES
Salary 35,580 Estimates for other line items assume that the new
Benefi ts 10,719 employee required for this new loan program will

require support at levels similar to that actually
being incurred by the division on other loan programs.

TOTAL PERSONAL SERVICES 01 46,299
Travel 02 3,950 Travel: To inspect collateral, interview applicants,
Contractual 03 3,000 and inform public on progranm.
Commodities o= 300
Equi pment 05 4.555 Contractual:  Space Rental: $3,000
Other $2.50 sq./ft. x 100 sq./ft. x 12
TOTAL COST 58,104 months RSA to Department of Administration
Commodities: General supplies.
RECEIPT CODE FUND INC SOURCE
Federal Receipts 1002 Equipment: Calculator $ 365
C.F. Match 1003 Microfiche Reader 300
Ceneral Funds 1004 M 1 Workstation 3,890
1-A Receipts 1005 $4,555
Program Receipts 102B
Other

agency Commerce & Economic Development

program Development

REQUEST FOR
NEW POSITION rrh Investments - Page 2 of 4

COMPONENT D.ItG CSSD 496 .(L&C.).




POSITION TITLE
Loan Closer I

TYPE OF PCS1.10N  STAFF MONTHS
PFT 12

TYPE OF EXPENDITURE

PERSONAL SERVICES
Salary 24,396
Benefits 8,208

TOTAL PERSONAL SERVICES
Travel
Contractual
Commodities

Equi pment
Other
TOTAL COST
RECEIPT CODE FUNDING SOURCE
Federal Receipts 1002
G.F. Match 1003
Ceneral Funds
I-A Receipts
Program Receipts 1028
Other

FOR B4M USE ONLY
4A KEY NUMBER

amount

1Q.Q34..

RANGE/STEP BARG. UNIT

12A GGU
LOCATION

Juneau

Estimates for other line items assume that the new
employee required for this new loan program will
require support at levels similar to that actually

being incurred by tlw ":5ui other loan programs.
Contractual: Space ? 3,000

$2.50 100 sq./ft. x 12

months “partment of Administration
Commodi ties: General supplies.
Equipment: Calculator $ 365

Typewriter 1,369

Workstation 2,396

$4,130

agency Commerce ft Economic Development

PROCKAr .,

REQUEST FOR
NEW POSITION

COMPONENT

01-111617/821 *15

Development

Investments

Page 3 of 4

Date ®*/> ?/* CSSB 496 (LFiC)




POSITION TITLE RANCE/STEP BARG. UNIT
Loan Closer Il 12A GGU

TYPE OF POSITION STAFF MONTHS LOCATION
PFT 12 Anchorage

LE

TYPE OF EXPENDITURE

PERSONAL SERVICES

Salary Estimates for other line items assume that the new

Benefi ts employee required for this new loan program will
require support at level; similar to that actually
8. being incurred by the division on ether loan programs.
Travel Contractual: Space Rental: $3,000
Contractual 3,000 $2.50 sq./ft. x 100 sq./ft. x 12
Commodi ties 300 months RSA to Department of Administration
Equi pment 4.130
Other
15. TOTAL COST Commodi ties: General supplies.
Equipment: Calculator $ 365
CEIPT CODE FUND INC SOURCE Typewriter 1.369
Federal Receipts 1002 Workstation 2,396
G.F. Match $4 130
Ceneral Funds 1004 ic j m. ’
I-A Receipts
Program Receipts 1028
Other
FOR Q&M USE GNLY
4A KEY NUMBER
agency Commerce & Economic Development
program Development
REOUEST FOR
NEW POSITION I nRu  Investments Page 4 of 4

COMPONENT . Date

01-11% 17/621- 13



S 16.10.300 Alaska Statutes § 16.10.310

Sec. 16.10.300. Declaration of policy. It is the policy of the state,
under AS 16.10.300 — 16.10.370, to promote the rehabilitation of the
state’ fisheries, the development of a predominantly resident fishery,
and the continued maintenance of commercial fishing gear and vessels
throughout the state by means of long-term low interest loans. (§ 1ch
134 SLA 1972; am 8§ 1ri 54 SLA 1973; am § 1ch 128 SLA 1975)

Sec. 16.10.310. Powers of the department, (a) The department

may
1D make loans to

(A) individual commercial fishermen who have been state residents
for a continuous period of two years immediately preceding the date of
application for a loan under AS 16.10.300 — 16.10.370 and have had
aerewrm ' or commercial fishing license under AS 16.05.480 or n
permit unde _ S 16.43 for the year immediately preceding the date of
application and any other two of the past five years, and who actively
particinr' *)\u fiu r ht*rv during those periods, for the purchase of
entry permits;

(B) un individual who has been a state resident for a continuous
period of two years immediately preceding the date of application for
a loan under AS 16.10.300 — 16.10.370, who

(1) because of lack of training or lack of employment opportunities in
the area of residence does not have occupational opportunities avail-
able other than commercial fishing; or

(ii) is economically dependent on commercial fishing for a livelihood
and for whom commercial fishing has been a traditional way of life for
the individual in Alaska, for the repair, restoration or upgrading of
existing vessels and gear, for the purchase of entry permits and gear,
and for the construction and purchase of vessels;

(C) corporations, partnerships, or joint ventures, 100 percent of
which are owned by individual commercial fishermen who have been
state residents for a continuous period of two years immediately
preceding the date ofapplication fora loan ur.dur AS 16.10.310(a)(1)(B)
and have had a crowmomlior or commercial fishing license under AS
16.05.480 or a permit under AS 16.43 for the year immediately
preceding the date of application and any other two of the past live
years, and who actively participated in the fishery during that period,
for the repair, restoration or upgrading ofexisting vessels and gear, for
the purchase of gear, and for the construction and purchase of vessels;

(2) designate agents and delegate its powers to them as necessary:

(3) adopt regulations necessary to carry out its functions;

(4) establish amortization plans for repayment of loans, which may
include extensions for poor fishing seasons or for adverse market condi-
tions for Aluskun products;

Re.'fe/r 0 ey) d \\Q

§ 16.10.310 Fish and Game 5 16.10.310

(5) enter into agreements with private lending institutions, other
state agencies, or agencies of the federal government, to carry out the
purposes of AS 16.10.300 — 16.10.370;

(6) enter into agreements with other agencies or organizations to
create an outreach program to make loans under AS 16.10.300 —
16.10.370 in rural areas of the state.

tb) The department shall consult with the Department of Fish and
Game on regulations and procedures established under this chapter.
<€ 1ch 134 SLA 1972; am 8 3 ch 54 SLA 1973; am 8§ 3 ch 128 SLA
1975; am § 1ch 154 SLA 1977; am § 3 ch 83 SLA 1978; am §82 —7

onc) 15 VI -f>374 -

ch 72 SLA 1979; am § 7 ch 113 SLA 1982; am 8 1ch 7 SLA i983)

Effect of amendments. — The 1979
amendment substituted "one of the pust
five years" for "three ofthe past five years”
in arafra h (1)(C> of subsection %a.

he 1982 amendment in subsection (a),
deleted "for the repair, restoration or
up(lqradmg of existing vessels and gear”
following "during that period" and ™and
gear, and for the construction and pur-
chase of vessels: and" following "purchase
of entry permit" in subparagraph (1)(A>,
added present sub arag(razolgl gl)(th, substi-

tuted "AS 151.1 310(a) " for "A
1(1.10.300 — 16.10.370" In :
11KC), deleted "rules and" "preceding

“regulations” in paragraph 13)F added "or
for adverse market conditions for Alaskan
products” to the end of purngraph (4). and
added para?raph ).

Effect of amendments. — The 1983
amendment in !a)lIHA) substituted "two
years" for "five years”, substituted "the
year immediately preceding the date of
application and any other two of the past
five years" for "any one of the past five
years" and made « conforming tense
change; in gnlt_IKB), in the introductory
language substituted "two years" for "five
years” ‘and in (ii) inserted "for whom"
Frecedlng “commercial fishing;" and_in
ull IMClsubstituted "two years" for "five
years" and substituted "the year immedi-
ately preceding the dale ofappllcatlon and
any-other two of the past five years" for
"arllzy one of the past five years.'

ditor’s notes. — Section 71, ch. 106,
SLA 980 provides that idler.Inly 1 1981,
"no further loans may he made under AS
16.1U.310 iiiul 16.10.320(af except for
loans authorized under AS 16 10.333 pur-
suant to AS 16.10.310 and 1G.10,3201al."

Section (i I, ch. 113, SLA 1982, provides:
"A borrow *who receives a loan before the
effective dale of this Act 1Jlino 2m, 19821
under AS 16.10.650 — 1(5.10.720 |now
repealed 1may receive n loan under

(1) AS1G 1_0.310(@*&1!\4\( after the effec-
tive date of this Act ifthe total of the loans
received by the borrower under AS
10650 "— 1610720 and AS
%3010.310(a)(1)(A) does not exceed

(2? AS 16.10.310lolt 11(B) or iCl ir the
total ofthe loans received bv 'he borrower
under AS 16.10.650 — 16.10.720 and AS
16.10,310(a)(1)(B) or (C) does not exceed
$100,000." _

Section 65 of c| 113, provides; "A
horrower who receives a loan under AS
16.10.310 before the effective date of this
Ac(t}I [June 25, 1982 may receive a loan
under

f(1) AS 16.10,310(n>< 1)(B) or (C) alter the
effective date of this Act if the total of the
loans received by the borrower under AS
16.10.310 beforethe effective date of this
Act and AS 1(1.10.3101all I Kill or il’iidler
the effective date of this Act does not
exceed $100,‘100;
(2 AS 16. Q.310tn_)(ll)(AI affer the effec-
tive date ofthis Act ifthe total of the loans
received under AS 16.10.310 hefore the
effective date of tins Act and AS
Iti.10.UIOliiH11(A) lifter the effective date
of this Act does not exceed $300,0011."

Section 66 of ch. 113 provides:
"Notwithstanding AS 16.11)32011) and
sees. 64 and 65 It this Act the total of all
loans that a hortvtver receives under Hg
AS 16.10.650 — 16.10.720; (2) A
16.10.310 before the effective dale of this
Act Dune 25. 19821; and (3) AS 10.10,310
after the effective dale of this Art, may not
exceed $300,000," _

Section 67 of eli. 113 provides: "In secs.
64-66 of this Act a loan to an associate of
a borrower is considered to lie a loan to the
borrower. In Ibis section "associate of a
borrower’ lias the same nieiitin ,, set out
under AS 16.10.320iill."

Opinions of attorney general.
Five year residency rcnuin'tiicntK iu,i



State of Alas ka
CFFICE OF THE GOVERNOR

J uneau

February 13, 1984

The Honorable Jalmar Kerttula
Alaska State Senate

Pouch V

Juneau. AK 99811

Dear Senator Kerttula:

Under the authority of art. III, sec. 18, of the Alaska
Constitution, I am transmitting a bill relating to the
default provisions of the commercial fishing loan program.
This bill will permit the Department of Commerce and Eco-
nomic Development to take a more flexible approach in

dealing with persons who are technically in default on
their commercial fishing loans in specific cases where the
forfeiture of an individual's commercial fishing permit is
neither desirable nor advantageous to the state. The bil
also makes some minor clarifications, such as changing
"of" to "after" in AS 16.10.335(a)(4) and changing "from"
to "after” in AS 16.10.335(a)(5) and (6).

The bill is designed to deal with two specific ~cases

First, if a commercial fisherman is able to show that he
or she never received notice of default under the loan,
that person would be able to present evidence to the de~
partment that he or she failed to receive the notice, and
the department would then dismiss the default proceedings.
Second, if an individual fisherman contacts the department
to state that he or she is unable, for financial or other
reasons, to make payment in accordance with the default

statute, but does not wish to sacrifice his permit and
truly wants to cooperate with the department, the depart-
ment would be able to negotiate with the individual in

order to attempt to work out come alternative satisfactory
tc ooth the fisherman and the state.



The amendment to AS 16.10.335(a) requires the notice of
default, sent by the Department of Commerce and Economic
Development to the debtor, to be sent by both certified

and first class mail, rather than by just registered or
certified mail. This in fact conforms with present prac-
tice, and past history ‘indicates that many individuals
receive first class mail while refusing to accept regis-
tered or certified mail. The proposed change, therefore,
in comparison to current statutory requirements, will in-
crease the probability that the debtor will receive the

default notice. The new language in AS 16.10.335(b) re-
qguires each fisherman to keep a current address on file
with the department.

New AS 16.10.335 (c) provides that if the department fol-
lows the procedures of (a) of that section, the depart-

ment, and, after that, the courts, will presume that the
debtor received the default notice, and it will be the
debtor's responsibility to prove otherwise. Absent evi-
dence that the debtor did not receive the notice, the de-
partment would still be able to continue with its default
proceedings. However, if such evidence is presented, the

default proceedings could bo terminated.

New AS 16.10.335(d) gives the department the right to
waive the time limits provided in AS 16.10.335(a) (15 days
to request a hearing, 60 days to bring the note current,

and 120 days to pay the note in full) , if a request for a
waiver is made by the debtor to the department before the
expiration of the relevant time limit. Thus, if an indi-

vidual calls the department on day 59 and asks that he be
given an extension in which to bring his note current, the
department would have the discretion to grant this exten-
sion. On the other hand, if someone contacts the depart-
ment on day 121 and requests ar extension, no waiver would
be possible (assuming that there is no evidence that the

dabtoi failed to receive the notice). This avoids the
potential problem of numerous unwarranted requests, and
also allows the department to proceed with default pro-
ceedings without the risk that its actions will be over-

turned later.



This bill will allow fisherman who have defaulted on their
loans to avoid forfeiture of their commercial fishing
permits if exceptional circumstances warrant their reten-
tion of the permit. I urge your support of, and prompt
action on, this measure.

Sincerely

Bill Sheffield
Governor



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

[Revision Date: 17/13/83
REQUEST FISCAL DETAIL
Bill/Resolution No.:_ ~ngency Affected: Cnmnerrp 2, Frnn. npygiop.ient
Title:An Act relating to the CF Program Category Affected. F&fl0OOmic DevejQpment
Loan Fund
Sponsor: Rules BRU, Program or Subprogram!s) Affected:
Reguestor: Governor Accounting and Colloctions——————

Date of Request:

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89
OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
AO0 SUPPLIES
500 EQUIPMENT
600 UNO 4 STRUCTUFES
700 CRANTS, CLAIMS
800 MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

1 CAPITAL |
REVENUE

FUNDING: (Thousands of Pol ars)
ceneral fund

FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

No fiscal impact.

ANALYSIS: Attach a separate page for analysis

Prepared By: Margaret 1. Hamlev VaA s Phone: 465-2555

Division: Accounting and Collections h A, Date: 12-13-83
i—ykl - <M Wi

Approved by Commissioner; Richard A. Lywn Date: +12/13/83

Agency: Commerce and Econcmic Development

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83
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STATE OF ALASKA 1984 LEGISLATIVE SESSION

FISCAL NOTE
Revision Date: March 27, 1984
REQUEST FISCAL DETAIL
Bill/Resolution No.: CSSB 496 Agency Affected: Commerce & Economic Development
Title: An Act relating to the Program Category™ Affected:
CF loin fund Economic Development
Sponsor: BRU, Program or Subprogram(s) /Tfected:
Requestor: Accounting & Collections BRU
Date of Request: DP BRU
EXPENDITURES/REVENUES: (Thousands of Pollars)
FY 84 FY 85 FY se FY 87 FY 88 FY 89
OPERATING
100 PERSONAL SERVICES 61.6 G4.7 67.9 71.3 79.9
200 TRAVEL .0 .0 .0 .0 .0
300 CONTRACTUAL 7.0 7.3 8.6 11.2 14.7
<t00 SUPPLIES 1.2 1.4 1.6 1.8 egsg |
500 EQUIPMENT 7.8 .0 0 .0 .0
600 LAND & STRUCTURES
700 GRANTS, CLAIMS
800 MISCELLANEOUS
TOTAL OPERATING 77.6 73.4 78.1 84,3 06 6
CAPITAL T
C REVENUE 335.Q 1 445.0 | 425,0 _1_545.IL.J —535.Q
FUNDING: (Thousands of Dollars)
CENERAL FUND 77.6 73.4 78.1 84.3 96.6
FEDERAL FUNDS
OTHER
TOTAL .. 17.6 734 .. 78.1 84.3 96.6
POSITIONS:
FULL-TIME 2.0 2.0 2.0 2.0 2.0
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

General Funds: earnings from CF loan fund.

ANALYSIS: Attach a separate page for analysis

Prepared By: Margaret 1. Hamley, Pirecto Phone: 465-2555
Division: Accounting & Collections Date:

Approved by Commissionfrl R i Date:

Agency: Commerce ana Economic Development

Distribution (by Agency preparing fiscal note):
Legislative Finance
legislative Sponsor
Requestor

Office of Management and Budget
Impacted Agency(ies) 12/1/83



FISCAL NOTE CSSB 496
EXPENDITURE ANALYSIS

It is absolutely essential that this fiscal note remain intact if the
portion of CSSB 496 rela -7r.g to assumptions becomes law, due to the
impact that will have up . our workload. (1t would be impossible to
administer this statute without these minimal additional resources.)

Because of the complexity of commercial fishing loans relative to the
other 11 loan programs this division administers, allowing assumptions
will impact our records management workload dramatically. Currently,
C.F. filing is three times heavier than that for our other loan programs.
(This division manages loan files for all three regional Division of
Investments®” offices, as well as our own division.) One additional
records position, who will also be required to assist with increased
phone calls and increased insurance workload, is the absolute minimum
the division will require in the Daily Operations Section.

One Accounting Technician Il is also requested, as an absolute minimum,
in the Customer Service/Subsidiary Ledger Section. This position is
needed in order to respond to requests for C.F. account information
generated by Division cf Investments (relating to assumptions), as well
as to correctly process C.F. assumptions within the subsidiary accounting
system. Approximately 10% of this position"s time will be spent pro—
cessing refinancing of repossessed collateral through the su ”sidiary
system.

EXPENDITURE DETAIL

PERSONAL SERVICES

FY =85
Accounting Technician 11 (Rangr 14A) Salary $2°/,000
(Subsidiary Ledger/Customer Service Benefits 8,100
Assumption and Repo Accounting)
Clerk 1V (Range 09B) Salary $20,400
Records Management/Filing Benefits 6,120
Insurance/Phones
TOTAL 100 $61,620
CONTRACTUAL
Data Processing Chargeback $ 1,100
Long Distance 200
Postage 100
Printing 500
Space Expense 5,100

TOTAL 300 $ 7,000



COMMODITIES

Payment Coupon Forms
Microfiche Supplies

TOTAL 400
EQUIPMENT
Calculator 2 @ $300/ea
Microfiche Reader 2 0 S300/ea
Workstation 2 0 S2,800/ea
Telephones 2 Q $500

TOTAL

MIH/wfs32784b

700
500

600
600
5,600
1,000

$ 1,200

$7,800



FISCAL NOTE CSSB 496

REVENUE ANALYSIS

1. Assumes an estimated 600 applicants and 400 approvals of assumptions
per year, with an average assumed balance of $67,500:

a. Nonrefundable application fee $125 x 600 = $75,000/year

b. Assumption fee (one-time) of 1% of the assumed balance
$67,500 x .01 x 400 = $270,000/year

2. Assumes 50% recovery of losses on commercial fishing loans due to
ability to finance and reamortize repossessed vessels and other
col lateral.

a. Example: Loss of $590.7 in FY "84
$590,700 x .50 = $295,350
Reamortized over 10 years at 10.5% (est.) = $49,105/year for
10 years,

b. Using this example, this analysis assumes an increase in cash
flow of $50,000 per year in loss recovery.

Loss/Revenue

Year/Year FY "85 FY "86 Fy =87 FY 88 FY "89
FY "84 50.0 50.0 50.0 50.0 50.3
FY "85 50.0 50.0 50.0 50.1
FY "86 50.0 50.0 50.0
FY =87 50.0 50.0
FY =88 50.0
Assumption
Applicatiri

Fees 75.0 75.0 75.0 75.0 75.0
Assumption

fees 270.0 270.0 270.0 270.0 270.0

Total Est.

Revenue $395.0 $445.0 $495.0 $545.0 $595.



~TE OF ALASKA 1984 LEGISLATIVAASSION
FISCAL NOTE

[Revision Date:

REQUEST FISCAL DETAIL
Bill/Resolution No.:CSSB 496 (L&C) Agency Affected: Commerce &Economic Development
Title:An Act relating to Commercial Program Category Affected:

Fishing Loans Development
Sponsor:senate Labor & Commerce BRU, Program or Subprogram(s)Affected:
Requestor: [ahor & Commerce Committee Investments

Date of Request:

EXPENDITURES/REVENUES : (Thousands of Dollars)
FY 84 FY 85 FY~86 FT87 FT88 FY"~89~
OPERATING
100 PERSONAL SERVICES 157.8 157.8 157.8
200 TRAVEL
300 CONTRACTUAL
i*00 SUPPLIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS
800 MISCELLANEOUS

TOTAL OPERATING 196.6 178.9 178.9 178.9 178.9

1 CAPITAL
REVENUE

FUNDING: (Thousands of Pol

CENERAL FUND -IMJL 17.8.9
FEDERAL FUNDS

OTHER
TOTAL 196.6 178.9 178.9 178.9 178.9

POSITIONS:

FULL-TIME 4.0 4.0 4.0 4.0 4.0
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach

Prepared By: Paul B. Arnoldt, Director Phone: 465-2510
Division:___Investments Date:

Approved by Commissioner: Richard A. Lyon Date:

Agency: Commerce and Economic Development

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83



FISCAL NOTE ANALYSIS
CSSB 496 (L&C)

100 Line

Processing of an additional 600 applications for assumptions and approval
of 400 of those applications per year will create a marked increase in
the workload of the division™s Anchorage and Juneau regional offices.

Two additional 1loan examiners and two loan closers would be required to
handle the increased load and would be spread between the two regional
offices. One time expenses would be incurred for equipment.

Consideration of these applications would also require significantly
more meetings of the department®s loan committees. This fiscal note
assumes that this additional burden would be absorbed.

300 Line $.3

Approval of this measure would require modification and reprinting of
the existing loan application packet.

J/wf s329 84a



POSITION TITLE
Loan Examiner

STAFF MONTHS

TYPE OF EXPENDITURE

PERSONAL SERVICES

Salary
Berefi ts

35,580
10,719

TOTAL PERSONAL SERVICES

Travel
Contractual
Commodities
Equipment
Other

TOTAL COST

RECEIPT CODE

FOR Dill USE ONLY
4A KEY NUMBER

(01-115617/031-15

FUND INC SOURCE
Federal Receipts 1002
C.F. Match 1003
Ceneral Funds
I-A Receipts
Program Receipts 1028
Other

acency

PBnr_PAM Development

bru

COMPONENT

AMOUNT

4.555

Investments

RANCE/STEP

17A
LOCATION
Juneau

Estimates for other line items assume that the new
employee required for this new loan program will
require support at levels similar to that actually
being incurred by the division on other loan programs.

Travel: To in-pect collateral, interview applicants,
and "..form public on program.

Contractual: Space Rental: $3,000
$2.50 sq./ft. x 100 sq./ft. x 12
months RSA to Department of Administration

Commodi ties: General supplies.
Equi pment: Calculator 365
Microfiche Reader 300
Workstation 3,890
$4,555

Commerce & Economic Development
- Page 1 of 4
Date CSSB 496 (L&C)




POSITION TITLE

TYPE OF POSITION

I)>I(JQI'\.) —

Loan Examiner

1
STAFF MONTHS

PFT 12
— It 1.
TYPE OF EXPENDITURE
1 2
PERSONAL SERVICES
5. Sal ary 35,580
6. Benefits 10,719
7
8
9. TOTAL PERSONAL SERVICES 01
10.  Travel 02
1. Contractual 03
i2. Commodi ties 04
13. Equipment 05

1A. Other
15. TOTAL COST

XXVXVXVAX VXV/X'XAX'XVXV.Vv.v. . V'/V.Vv.Vv.jv.v/iV.Vv.v.v-v.V.VVX VA . V.V.V.i-V.V.V.V.V.

RECEIPT CODE

16.
17.

18.

20.
21.

FOR B4M USE ONLY
A KEY NUMBER

REQUEST FOR
NEW POSITION

01-1116 17/631- 1

FUNDING SOURCE
Federal Receipts 1002

G.F. Match 1003
Ceneral Funds 1004
I-A Receipts 1005
Program Receipts 1028

Other

aM unl

46,299
3,950
3,000

300
4,555

58,104

58.104

RANGE/STEP BARG. UNIT WNVY g
17A G
LOCATION
Anchorage

Estimates for other line items assume that the new
employee required for this new loan program will
require support at levels similar to that actually
being incurred by the division on other loan prograns.

Travel: To inspect collateral, interview applicants.
and inform public on proqgram.

Contractual: Space Rental: $3,000

$2.50 sq./ft. x 100 sg./ft. x 12

months RSA to Department of Administration
Commodities: ueneral supplies.
Equipment: Calculator $ 365

Microfiche Reader 300

Workstation 3.890

$4,565

agency Commerce & Economic Development

progranm

hrii

COMPONENT

Development

Investiients

Pago 2 of 4

Date




Jimir

POSITION TITLE RANCE/STEP

Loan Closer 11 12A

TYPE OF POSITION  STAFF MONTHS LOCATION

PFT 12 Juneau

rzr
TYPE OF EXPENDITURE “amountl
PERSONAL SERVICES

5. Salar3_/ 24,396 Estimates for other line items assume that the new
6.  Benefits 8,208 employee required for this new loan program will
" require support at levels similar to that actually

being incurred by the division on other loan programs.
TOTAL PERSONAL SERVICES

Travel Contractual: Space Rental: $3,000
Contra_ct_ual $2.50 sq./ft. x 100 sq./ft. x 12
Comnjodltles months RSA to Department of Administration
Equipment
Other
TOTAL COST Commodit,-"as: General supplies.
Equipment: Calculator $ 365
RECEIPT CODE FUND INC SOURCE Typewri ter 1,369
Federal Receipts 1002 Work station 2’396
C.F. Match 1003 $4’130
General Funds .4QxQ34 ,

I-A Rcceipts
Program Receipts 1028

Other
FOR DAM USE ONLY
<tA KEY NUMBER
agency Commerce & Economic Development
program Development
REQUEST FOR
NEW POSITION bru lInvestments .

COMPONENT Date CSSIL496 (L&tU_

01*1136 <7/071 #13



POSITION TITLE RANCE/STEP

Loan Closer 12A
STAFF MONTHS LOCATION
Anchorage
TYPE OF EXPENDITURE
PERSONAL SERVICES
Salar}/ 24,396 Estimates for other line items assume that the new
Benefi ts 8,208 employee required for this new loan program will
require support at levels similar to that actually
being 1incurred by the division on other loan programs. n
TOTAL PERSONAL SERVICES W
10, Travel 02 -0- Contractual; Space Rental: $3,000
%% Contractual 03 3,000 $2.50 sq./ft. x 100 sq./ft. x 12
- Commodities o 300 months RSA to Department of Administration
13. Equi pment 05 4.130
1 Other
15. TOTAL COST Commodi ties: General supplies.
Equipment: Calculator $ 365
RECEIPT CODF. FUND INC SOURCE Typewri ter 1,369
Federal Receipts 1002 Workstation 2.3°6
C.F. Match IOCE mpTTso
Cenera | I_:unds 100 40.034
I-A Receipts 1005
- AGENcy Commerce & Economic Development
1
1 pPrROGRAM. Development
1 REQUEST FOR
j NEW POSITION j Bru_ Investments page N of 4
FMPRWENT oaie CSSB 496 JL&CI



496 TITLE & SPONSOR SUMMARY 16-45 0/04/04
mENDED TITLE: CSSB 496CFIN)
1 ACT RELATING TO LOANS FOR COMMERCIAL FISHING AND AGRRICULTURE;
“ID PROVIDING FOR AN EFFECTIVE DATE
GENERAL DOLLARS: $274,200
RIME SPONSOR: SENATE RULES COMMITTEE™
OTHER DOLLARS: $0
>-SPONSORS m
2JRRENT STATUS: 5/25/04 1IN <H) RULES
B 49£, SENATE ACTION 16-45 6/04/04
DATE SEQ PAGE LEGI SLAT I"VE ACTION
2/i 4/84 01 2074 FIRST READING -- COMMITTEE REPORTS
«2/14/04 .2 2074 F/NOTE EQUALS ZERO
-e2/14/84 03 2075 GOV TRANSMITTAL LETTER
«4/02/04 04 2504 LAC -- CS02, MRO2
4/02/84 05 RION % L&C LETTER OF INTENT
*4/02/04 0c> K~ L&C F/NOTES SEN SUPPL 1672
5/03/(34 2996 FIN ... (1505
5/23/04 00 . fﬁ RLS mI-IN CS04, ".1THERO4
TAKEN UP IMMEDIATELY
5/23/84 09 3226 SECOND READING
.5/23/04 10 ) o= ( FIN CS ADOPTED BY UNAN CONSENT
*5/23/8 m - ADVANCED Ti, 3RD READING BY UNAN CONSENT
5 23/04 12 a%i‘” THIRD READING
. 23. 04 oA, T PASSED BY | IV i6 +F ; 03
>5/23/84 14 DA 1 EFFECTIVE DATE VOTE SAME AS PASSAGE
5/23/84 15 3 #oti - L&C LETTER OF INTENT ADOPTED UNAN
Eif)(K ) )Ff Jit K itX X«wif KX It
"B -96 HOUSE ACTION 16:45 6/04/84
DATE SEQ wAtu L LEGISLATIVE ACTION
724/84 16 29909 FIRST READING COMMITTEE REPORTS
,/24/34 17 4023 MOVED FROM LOAN TO FIN BY UNAN CONSENT
5/25/(54 13 4063 FIN CS06, NRO1
) RULES
cayes( Ot e X OEO(

PAGE

<F,

PAGE
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ALASKA STATE LEGISLATURE - SENATE
COMMITTEE ON LABOR AND COMMERCE

S ENATOR R 1 CHARD I. ELI ASON POUCH V «JUNEAU, ALASKA 99811

CHAILRMAN (907)485-3844
OFFICIAL BUOINCIS

LETTER OF INTENT

SB 496

It is the intent of the Legislature that the Department of Commerce and
Economic Development, in considering applications for loan assumptions
under the commercial fish loan program, shall be authorized to wutilize
maximum flexibility in dealing with Jloan assumption requests with the
understanding that the <credit worthiness of the applicant shall be of
paramount importance in the decision making process. It is also the
intent of the Legislature that the original borrower’s obligations wunder
the loan agreement shall be extinguished whenever the applicant for
assumption has demonstrated his/her credit worthiness to the satisfaction

of the Department.

Mopfecl- PropoSeCj b A o "f Commerce



#X>MMITTEE REPORA™I

SENATE
FURTHER:
Date
Mr. President
The Committee on considered

oi.-nr zoi*c 1 J AJll 1U1
and (a majority of the committee) (the committee) reports it back with
the following recommendations:

do pass

do pass with attached amendment(s)

replace with/or adopt CS for

new title
same title and recommends
|

and attached a "LETTER OF INTENT" [ ] NEW FISCAL NOTE

reports it back wi .hout recommendation

recommends referral to Committee
EMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS



Name
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Address
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SENATE LABOD AND COMMERCE COMMITTEE

Connmercigqgl

SIGN-IN SHEET
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Proposed Legislation

Testify??
(YES or NO)

=1/

HEARING DAT

Phone
Number



Name (please print)

Ruu 6 . ke*Joi-oC

Ro G

SIGN-

Address

IN SHEET

VACfcD- Xluo £STVME.AirS

*

CononneYciq |

A &>1leco.ou s

Representing

iSTEAVLoa)

Pishing Loar\

Proposed Legislation

Testify??
(YES or NO)

IIHARINC) DATE 3

Phone
Number

<TI0
C2 <mrpr



Yg«ﬁiéfog:gﬂ@Eﬁ o Proposed Legislation /\& 4 9 L

Phone
Number

/ iZ srs - s

- m
SENA'T'E r.AROIl ANI> COMMERCE COMMITTEE HEARING DAT g JJ eI II

ConomerelQ Racing Zoo-



SIGN-IN SHEET Proposed Legislation



ALASKA STATE LEGISLATURE - SENATE
COMMITTEE ON LABOR AND COMMERCE

]
/A»- SENATOR R 1 CHARD . ELIASON POUCH V «JUNEAU. ALASKA 99811
CHATLRMAN (907) 465-3844
OFFICIAL BUSINESS

LETTER OF INTENT

SB 496

It is the intent of the Legislature that the Department of Commerce and
Economic Development, in <considering applications for loan assumptions
under the commercial fish Jloan program, shall be authorized to wutilize
both the statutory eligibility criteria wexisting at the time of the
assumption application as well as the eligibility criteria that existed
at the time that the loan was originally made. By this intent, the

Legislature 1is expressing its desire to maximize the flexibility of the

Department in dealing with loan assumption requests with the
understanding that the credit worthiness of the applicant shall be or
paramount importance in the decision making process. It is also the

intent of the Legislature that the original borrower's obligations under
the loan agreement shall be extinguished whenever the applicant for
assumption has demonstrated his/her credit worthiness to the satisfaction

of the Department.



f r r e m BILL SHEFFIELD, GOVERNOR
uA £ yjir
DEPARTMENT OF COMMERCE & POUCHD
JUNEAU. ALASKA 99811
DIMISION OF INVESTVENTS

March 9, 1984

The Honorable Robert Mulcahy
Alaska State Senate

Pouch V

Juneau, Alaska 99811

Dear Senator Mulcahy:

I have discussed your proposed amendment to SB 496 with Bill
Hall. If I correctly understand the thrust of this amendment,
then 1 believe existing statutes already provide the relief you
intend.

.Under AS 16.10.310(a)(1)(B) (i), an individual who has been a
State resident for a continuous period of two years, and who
"because of lack of training or lack of employment opportunities
in the area of residence does not have occupational opportunities
available other than commercial fishing” may apply for a permit,
boat or gear loan.

The confusion may center around whether or not the applicant must
be a commercial fisherman to be eligible for a loan. The appli—
cant does not have to be a commercial fisherman, but does have

to meet the eligibility criteria stated above. I hope this
clarification addresses your concerns.

I would like to mention that following a brief discussion with
legal counsel, it seems that granting loans on a geographical

basis within Alaska begs for challenge on the question of resi—
dency.

If you would like to discuss this further, please call me at 465-
2510.

Sincecely,

Paul B. Arnoldt
Director

PBA/nist5/8

030984a

cc: Regional Loan Managers
Bill Hall



Nreas

(Misc)

AMENDMENT

Offered in the SENATE By Mulcahy
TO:

"* Section 1. AS 16.10.310(a)(1) is amended by adding a new subpara-
graph to read:

(D) individuals, or to corporations, partnerships, or
joint ventures, 100 percent of which are owned by individuals,
for the repair, restoration or upgrading of existing vessels and
gear, for the purchase of entry permits for fisheries in the
drainage system of the Yukon and Kuskokwim Rivers, for the pur-
chase of gear, and for the construction and purchase of vessels,
if the individuals

(1) have been state residents for a cont
period of two years immediately preceding the date of appli-
cation for a loan under AS 16.10.300 - 16.10".'370; and

(i) have documented active participation in a
fishery in the drainage system of the Yukon and Kuskokwim
Rivers on a subsistence basis for the year immediately
preceding the date of application and any other two of the
past five years;

* Sec. 2. This Act takes effect immediately in accordance with AS 01.-
10.070(c)."

S1- 3/7/84



"lasfca "HegisfiSurp

Advisory Council Meirbers
Senator Kerttula, Chairman Pouch V
Senator Bennett State Capitol

Senator Fahrenkamp
Senator Vic Fischer %lﬂ]f(l)%gu (@A%ik%?gllh

SENATE ADVISORY COUNCIL

MEMORANDUM
TO: Senator Eliason
FROM: Bill Hall
Senior Advisor
DATE: March 18, 1984
RE: Amendments to SB496: An Act relating to the commercial fishing

loan fund; and providing for an effective date.

Three amendments to SB496 have been proposed and are attached to
memo. Each amendment is the result of discussions that took place at
March 13 meeting of the Senate Labor and Commerce Committee as well

subsequent discussions with Department of Commerce and Economic Development

personnel. The major thrust of these amendments is to give DCED more
authority in managing their existing loin portfolio. The amendments

therefore been written to permit a broad range of authority within the
specific areas so as to give DCED the maximum flexibility in dealing with
roblems that it may encounter. More precise procedures can be defined

egulations should it be necessary. Also, additional guidance to the
administration of the program can be provided by a legislative letter
intont (see attached recommendation).

Amendment to Clarify Loan Extension Authority

This amendment is intendsJ to give the Department of Commerce and
Economic Development the authority to grant extensions to loans beyond

present statutory Ilimit of 15 years. The amendment does not permit
terms of new loans to exceed 15 years.

Assumptjons

This amendment is intended to give the DCED the statutory authority
allow loan assumptions and redefine the residency requirement for loan

assumptions to ensure constitutionality.



Disposal of Property

This amendment is intended to give DCED the authority to finance the
sale of property acquired through default or foreclosure.



PROPOSED AMENDMENT TO SB 496
Submi tted by UFA

Sec.3. AS 16.10.320 is amended to read:
Sec.”16.10.320 Limitations on Loans, (a) A loan under AS 16.10.310-
16.10.370 (1) may not exceed a term of 15 years provided however that
the department may extend the term of an existing loan which is in
default or in danger of default if it determines that such action
serves to fulfill the policy defined in AS 16.10.300 and is in the
best interest of the state;

(e)(2) may not exceed a term of 15 years provided however that the

departinent_may extend the term of an existing loan which 1is in default

or in danger of default if it determines that such action serves to
fujfijl the policy defined in AS 16.10.300 and 1is in the best

interests of the state;

END OF AMENDMENT

AS 16.10.300. Declaration of po.icy. It is the policy of the state, under

AS 16.10.300-16.10.370, to promote the rehabilitation of the state"s
the development of a predominately resident fishery, and the

fisheries,

continued maintenance of commercial fishing gear and vessels throughout the

state by means of long-term low interest loans.



ASSUMPTIONS
PROPOSED AMENDMENT TO SB496 SUBMITTED BY UFA

AS 16.10.310(a) is amended by adding a new paragraph to read:

allow an assumption of a loan if

(A) the applicant can establish Alaskan residency for a
continuous period of two years immediately preceding the

date of the request for an assumption;

(B) the state's ability to recover its investment will be

significantly enhanced; and

(c) approval of the assumption will promote the rehabilitation
of the state's fisheries, the development of a predominately
resident fishery, and the continued maintenance of

commercial fishing gear and vessels throughout the state.



STATEMENT ON PREQUALIFICATION

SUBMITTED BY UFA

We believe that there is a need to permit Alaskan residents to pre-
qualify for entry permit loans so that they may be in a more competitive
position with non-residents who are competing with them in the entry permit

market place.

We have been informed by a number of our members that they have either
lost the opportunity to purchase permits or have had to purchase permits at
an unreasonably high price because they could not produce the purchase

price in a timely manner.

We are aware that the Department believes that a system of prequali-

fication or the acceptance and processing of loan applications that do not

include entry permit purchase agreements will substantially increase their
work load. We do not agree. Few, if any, people will take the time neces-
sary to fill out a loan application if they are not serious about a pur-
chase. Also, the Department is not prohibited from charging an application
fee for applications that do not contain a purchase agreement. The fee

could be set at a level that would discourage frivolous applications and
would cover the Department's processing costs, and it could be refundable

if the loan is finally made.

The Limited Entry Commission has stated that an increasing number of
permits are leaving the State. This proposal, if adopted, could contribute

significantly to a reversal of this alarming trend.



(7)

allow

77~/5 A/né&vtw ffrfT t"sAs SY tHB
&F j/uc ™ 'y'Srs

AS 16.10.310 (a) is amended by adding a new paragraph to read:

an

(A)

(B)

(€)

(D)

(E)

assumption of a loan if

the applicant can establish Alaskan residency for a
continuous period of two years immediately preceding

the date of the request for an assumption}

the original loan was executed at least 30 months

prior to the date of the proposed assumption:

the loan is in forclosure for failure to satisfy the note
within 60 days of the postmark date of Lhe default notice
required wunder AS 16.10.335(a);

the state's ability to recover its investment will be
significantly enhanced} and

approval of the assumption will clearly contribute to the

development of the state's fisheries;



AS 16.10 is~*nded by adding a new sectioj”p read;
0jj
Sec. 16.10.__ . DISPOSAL OF PROPERTY, (a) The department may
dispose of property acquired through default or forclosure.

Disposal may be made by;

(1) sale, competitive or negotiated;

(2) lease;

(3) destruction; or

(4) in any other manner considered to be in the best interests

of the State.

(b) Property will be offered for sale or lease to the general
public. Notice will be given by one or more of the following

methods:

(1) publication in a newspaper;
(2) radio spot announcements;

(3) sending notices by mail to all known interested persons.

(c) The department may provide financing from the Commercial
Fishing Revolving Loan fund for purchase of property to be disposed

under subsection (a) if

(1) the applicant can establish Alaskan residency for a
continuous period of two years immediately preceding the date of
the request for financing;

(2) the state"s ability to recover its investment will be
significantly enhanced; and

(3) the transaction will clearly contribute; to the development

of the state"s Tfisheries.



ARAD T K WU Ly add Y alw/ ol IWJ 1y {1
€f
Sec. 26.15.____ . DISPOSAL OF PROPERTY, (@) The commissioner of
commerce and economic development may dispose of property acquired

through default or forclosure. Disposal may be made by;

(1) sale, competitive or negotiated;

(2) lease;

(3)- destruction; or

(4) in any other manner considered to be in the best interests

of the State.

(b) Property will be offered for sale or lease to the general
public. Notice will be given by one or more of the following

methods:

(1) publication in a newspaper;
(2) radio spot announcements;

(3) sending notices by mail to all known interested persons.

(c) The commissioner of commerce and economic development may
provide financing from the Alaska World War Il veterans®™ revolving
fund for purchase of property to be disposed under subsection (a)

if

(1) the applicant can establish Alaskan residency for a
continuous period of two years immediately preceding the date of
the request for financing; and

(2) the state"s ability to recover its investment will be

signified”1lly enhanced.
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MEMORANDUM
TO: Senator Eliason
FROM : Bill Hall (MJ*®
Senior Advisor
DATE March 12, 1984
RE: Proposed Amendments to SB496: "An Act Relating to the Commercial

Fishing Loan Fund; and Providing for an Effective Date"

At the March 6 meeting of the Senate Labor and Commerce Committee,

Phil Daniels of the United Fishermen of Alaska submitted an amendment

SB496 which would provide authorization for commercial fishing loan ex-
tensions beyond fifteen years. | was requested to research the amendment

and prepare this memo for you and your Committee.

In my discussions with Mr. Daniels of UFA, Mr. Arnold, Director

Division of Investments, and Mrs. llamley, Director of Accounting and
Collections, it became apparent that there are additional problems with
Commercial Fishing l.oan Program that should be brought to your attention.
This memo will therefore include a brief discussion of these problems
well as the analysis that you requested.

Four problems have been identified. They are: (1) the need to expand

the authority of the Department of Commerce and Economic Development
to permit loan extensions beyond a term of 15 years; (2) the need to

the authority of DCED to permit loan assumptions; (3) the need of entry
permit loan applicants to accelerate the loan processing procedure so as

give them a competitive position in the entry permit market place; and
the need to provide a means by which the State can finance the sale of

repossessed vessels.

LOAN EXTENSION AUTHORITY

At the present time, State statutes restrict the term of all commer-

cial fishing loans to 15 years. The UFA in the proposed amendment is

proposing that the initial term of a loan should he more than 15 years.



Rather, they are proposing that the Department be given the authority to

extend an existing loan term beyond 15 years if it can be demonstrated that
such action will enhance the viability of the loan and prevent it from
going into default. Mr. Daniels of UFA stated his concern that because of
depressed salmon markets and depleted shellfish resources many fishermen
may encounter financial difficulties over the next several years. He
proposed this amendment in an effort to give the State maximumflexibility

in working with borrowers who have such problems.

Other means of addressing borrower's problems, such as rewriting a
loan, have very Ilimited applicability because of the substantial statutory
changes that have been made to the loan program over the years. This is
because the department's policy requires that in order to qualify for a
rewrite a borrower must meet the criteria of the loan program as they exist
today. Most borrowers who qualify for loans under programs that no longer
exist cannot meet these new criteria.

The language in the attached amendment was discussed with Mr. Arnold,
Mrs. Ham.ley and Mr. Bush of the Attorney General's office. They are in
agreement that it accomplishes the intended purpose.

LOAN ASSUMPTION AUTHORITY

According to an attorney general's opinion dated July 29,1983, DCED
should not allow loan assumptions unless the assumption applicant can
qualify as a borrower under the loan program criteria as it exists today.
This means that many loans, because of their original purpose or amounts,
are not assumable. The Department has therefore established a policy of
allowing assumptions only if it is in tlie best interest of the State.

The United Fishermen of Alaska have questioned why the State should
not allow a fishermen's loan to L> assumed if it is in the best interest of

the fisherman. Such an act would be consistent with the original purposes
of the loan program they argue, and would not increase the liability of the
State over what it is at the present time. They believe that during a time
when members of the seafood industry need all the help that they can get,
they should not be denied the oppor ."unity of having their loans assumed by
qualified applicants. Such an opportunity could prevent them from suffer-
ing significant financial, losses.

There is also a subsidiary issue involved in the question of as-

sumptions. That is: The expressed preference of some DCED officials to
allow assumptions only at the prevailing interest rate. Attorneys advise
that ii the interest rate were changed in an assumption then it would not
technically be an assumption. UFA has stated its preference for allowing
assumptions at the original interest rate of the loan claiming that such an

act would not increase the cost to the State over what it is now, and that
it could be of great significance to the fisherman borrower.



PROVISION FOR PREQUALIFIER

The UFA also referred to a problem identified 1in 'the Fisheries Policy
Task Force Report regarding the ability of Alaskan residents to compete in
the market place for the purchase of limited entry permits. It appears
that because of substantial time delays in obtaining financing from the
State, Alaskan residents have been at a disadvantage with non-resident
fishermen in the competition for the purchase of entry permits.
Non-residents with financing in hand are better able to purchase permits
because they can commit to a purchase and complete it in a relatively short
period of. time. The Task Force Report recommended a system for prequalify-
ing applicants, or for accepting and processing loan applications that do

not include purchase agreements.

DCED officials have stated that such a program would drastically
increase their work load and would be virtually unmanageable. Their
suggestion for ~lving this problem is to decrease the time required to

process and ac' jn a loan application.

FINANCING OF REPOSSESSED VESSELS

Because of the depressed state of Alaska's seafood industry, as
previously Indicated, the State has been experiencing an increasing default

and foreclosure rate. This has resulted in the State acquiring ownership
of a number of fishing vessels for which there is no financing available to
those persons who are interested in purchasing the vessels. The State is
therefore unable to digest itself of these unwanted assets. If the losses

to the State are to be minimized, then some means must be created to allow
the State to finance the sale of the vessels that it has obtained through

foreclosure.

As an indication of this problem's magnitude, Director Hnmley of the
Division of Accounting and Collections has stated that the delinquency rate

on commercial fishing loans for 1983/84 is presently 17.1%. This compares
to a rate of 8-10% last year. Also, the value of collateral (particularly
fishing boats) used to secure many loans is eroding. Director Hamley

reported that the State has recovered only 20-25C *'n the dollar on the last

three vessels foreclosure sales.



PROPOSED AMENDMENT TO SB 496
Submitted by UFA

Sec.3. AS 16.10.320 1is amended to read:

Sec. %16.10.320 Limitations on Loans, (a) A loan under AS 16.10.310-

16.10.370 (1) may not exceed a term of 15 years provided however that

the department may extend the term of an existing loan which 1is 1in

default or in danger of default if it determines that such action

serves to fulfill the policy defined in AS 16.10.300 and 1is in the

best interest of the state;

may not excepd a term of 15 years provided however that the

(e)(2)

department may extend the term of an existing loan which 1is in default

it determines that such action serves to

or in danger of default if

fulfi 11 the policy defined in AS 16.10.300 and 1is 1in the best

interests of the state;

END OF AMENDMENT

AS 16.10,300. Declaration of policy. It is the policy of the state, under

AS 16.10.300-16.10.370, to promote the rehabilitation of the state"s

resident fishery, and the

fisheries, the development of a predominately

continued maintenance of commercial fishing year and vessels throughout the

state by means of long-term low interest loans.



Changes Recommended by Legal Services

PROPOSED AMENDMENT TO SB 496
> .

Sec.3. AS 16.10.320 is amended to read:

Sec. 16.10.320 Limitations on Loans. (a) A Loan under AS 16.10.310—
16.10.370 (1) may not exceed a term of 15 years except for extensions

granted under AS 16.10.310(a)(4).



ASSUMPTIONS

AS 16.10.310(a) is amended by adding a new paragraph to read:

allow an assumption of a loan if the applicant can establish
Alaskan residency for a continuous period of two years

immediately preceding the date of the request for an assumption.



AS 16.10 is amended by adding a new section to read:

Sec. 16.10 . DISPOSAL OF PROPERTY. The department may dispose of

property acquired through default or foreclosure. Disposal may be made in
any manner which is in the best interests of the state including amortizing
payments over a period of years, provided however that the state shall not

retain ownership of the property.



Changes Recommended by Legal Services

AS 16.10 is amended by adding a new section to read:

Sec. 16.10.336. DISPOSAL OF PROPERTY. The department shall dispose, other
chan by lease, of property acquired through default or foreclosure of a
loan under AS 16.10.300-370. Disposal may be made in any manner that
serves the best interests of the state including amortization of payments

over a period of years.



SUGGESTED INTENT LANGUAGE

SB 496

It is the intent of the Legislature that the Department of Commerce and

Economic Development, in considering applications for loan assumptions under
the commercial fish loan program, shall be authorized to utilize both the
statutory eligibility criteria existing at the time of the assumption
application as well as the eligibility criteria that existed at the time
that the loan was originally made. By this intent, the Legislature is
expressing its desire to maximize the flexibility of the Department in

dealing with loan assumption requests with the understanding that the credit

worthiness of the applicant shall be of paramount importance in the decision
making process. It is also the intent of the Legislature that the original
borrower's obligations under the loan agreement shall be extinguished

whenever the applicant for assumption has demonstrated his credit worthiness

to the satisfaction of the Department.
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Commissioner
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& Economic Development
TELEPHONE NO: 465'3600
rrom:  NOrman C. Gorsuch SUBECT:  Assumption of
AFt-nrnou fionoral Loans

By: Martha A. Fox
Assistant Attorney General
Commercial-Juneau

_ You have requested advice concerning the assumption of
various loans administered by the division of investments in the
Department of Commerce. Your questions are broad in scope and
accordingly our answers are general in nature. You will note that
we recommend adoption of regulations concerning assumption for
individual loan programs. Specific questions regarding particular
loan programs can best be addressed at that time.

1. Your first question is whether the division
has the authority to allow assumption of loans
under the small business, commercial fishery,
tourism, alternative energy, residential energy
conservation, child care, Tfisheries enhancement,
historical district, mining and bulk fuel Tloan
programs.

_ Private Iendintg institutions generally have discretion,
in the absence of any federal or state requirements, to decide
whether or not to allow an assumption of a loan. Their decisions
are usually premised on the need to prevent impairment of the
lender's sequrltﬁ, ‘and on a need to loan at an interest rate com-
mensurate with their own cost of money and servicing of the loan.
However, the loan programs in question here are state loan pro-
grams funded by state money and established to serve public pur-
poses, wusually at an interest rate lower than the prevalllnq
rate, It cannot be automatically assumed that the same genera
rules and procedures which private institutions follow also apply
to state programs.

The question of assumption simply is not addressed in .
the statutes establishing the state loan programs, and there do
not appear to be any cases directly on point either in this state
or in other states. With few exceptions, these loan programs

02-001A (Rev. 10/79)
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neither specifically permit nor prohibit assumption. In the
absence o exgress permission or prohibition, the question s
whether the epartment of Commerce has sufficient authority
under each loan program to permit assumptions.

_ A governmental agency may generally exercise those im-
plied powers reasonably necessary fcr efficient administration of
powers expressly granted bi/ statute. Adams County Golf Inc. v.
Colorado Dept, of Rev., 610 P.2d 97 (Colo. 19803/; Stackler v.
Department of Motor Vehicles, 164 Cal. Rptr. 203 (Cal. App.
T980). Under most of the loan programs, the department is au-
thorized to make loans for specific purposes and to require se-
curity for the loans provided. Necessarily implicit in this ex-
press delegation of authorlt% Is the authority and the duty to
ensure that the purposes of the loan programs are met and to pre-
serve the security interest of the state and the financial integ-
rity of the loan programs.

Based upon these express and implicit powers, we con-
clude that assumption may be allowed by the division where it
would serve the policies and purposes of the loan program. |If
assumption is allowed, the department must, of course, ensure
that the person assuming the loan is a good financial risk and
that the security of the state is preserved in the course of the
assumption.

~ For each loan program the department has the discretion
to decide whether to allow assumption. If the department decides
to allow assumptions it. should adoptregulations defining the
situations in which assumption will be allowed. For example, the
department could decide to allow assumption whenever it appears
that assumption wil7. not impair the security of the state. Alter-
natively, the department could decide to allow assumption only
when it appears necessary to protect the state's investment. Ei-
ther option is within the general |mﬁlled owers discussed above.
As a policy of the department whichaffects the public, the
department's decision must be adopted as a r'.gulation. AS 44.-
62.640(ag§2). Kenai Peninsula Fisherman's Coop, v. State of
Alaska, 628 P.2d 897 (Alaska 1981).

If the department decides to allow assumptions in a
particular loan program, the department must then decide what
criteria to use to determine eligibility for assumption. This is
discussed below.

2. What criteria should be wused to determine
whether an applicant for assumption cf a loan
qualifies?
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_ Because the loan statutes are not explicit on the ques-
tion of assumption, they also do not address criteria for assump-
tion. Clearly, the criteria must be sufficient to meet the pol-
icies and purposes of the loan programs. They must also be suffi-
cient to protect the financial integrity of the loan program.

Determination of what these criteria are is properly
left to the department. However, when deciding whether to wuse
the statutory standards for eligibility for a loan in existence
at the time the loan was made or standards currently in effect to
determine eligibility of an applicant for assumption, we recom-
mend that, where practical, you use standards currently in ef-
fect. While the applicant is seeking to assume a loan which was
originally made based upon prior standards, the department has
the authority to permit or deny that assumption and it is reason-
able to require the applicant to meet current statutory
requirements for the use of state loan funds. Use of current
standards would also better fulfill the most recent legislative
intergjtdfor the loan program as expressed in the statutes as
amended.

in example of why curre.it standards should generally be
used can be found in those loan programs with residency require-
ments. Amendments to residency requirements have _generaII?/_ been
made in response to questions concerning the constitutionality of
the length of those requirements. Use of the old standards would
only perpetuate a requirement of questionable constitutionality.

Where the loan program is inactive or has been repeal-
ed, statutory standards in existence just prior to suspension of
the program should be used if assumption is permitted. The fact
that a loan program has been repealed can also be used by the
department as a consideration in deciding whether, or under what:
circumstances, to allow assumption.

_ Again, the criteria for assumption applicable to a par-
ticular loan program must be established by regulation.

3. Is an assumption considered a loan for the
Purptl)se of determining an applicant's maximum dol-
ar limit?

Yes. . By assuming the loan, the person assuming takes
over the u i of State loa t[unds and, rt]orpthls reason, Taximm
|

loan limit; include assumed loans. This conclusion is based on
the premise that a maximum loan limit is established to enable a
large numt.r of people to make use of a limited amount of funds.
Where a person assumes a loan, that person makes use of the loan
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funds and the loan limit should therefore bhe applied.

The example you use in connection with this question is
really a question about the proper interpretation of the loan*
limit in AS 16.10.320(d). In your example a borrower has used a
$180,000 commercial fishing loan to purchase a vessel.. He makes
regular payments on the loan. Years later the vessel sinks and
the loan is paid off with insurance ?_roc_eeds. The borrower then
wishesto either assume an existing fishing loan or apply for a
new loan to purchase another vessel. Do the loan limits in AS
16.10.320(d) apply?

~ Current AS 16.10.320(d) (am 8§ 9, ch. 113, SLA 1982)
states in part;

Loans made to a borrower under AS 16.10.310(a)(1)-
(A) may not exceed a total of $300,000. Loans made
to a borrower under AS 16.10.310(()a)(1){b) or (C)
may notexceed a total of $100,000. A loan to an
associate of the borroweris considered to bhe a
loan to the borrower.

A literal reading of this language leads to the conclusion that,
subject to other _statutorg &rovm_ons, an individual borrower is
entitled to a maximum of $100,000 in total loans under AS 16.10.-
310(a)(1)(E) or (C).

Under this literal reading, the borrower used up his
total loan limit with the first loan and is not eligible for an-
other loan, either new or assumed. This interpretation raises
questions concerning the equities of literal application of the
statute. In past memoranda from this office concerning interpre-
tation of various amendments to the commercial fisheries loan
limitations statute, we have taken the approach that a more Ilib-
eral construction of the loan limitation would more effectively
carry out the intended purpose of the legislation. (See e.g.
1982, Inf. Op. Att'y Gen. (Aug.16), concerning the commercial
fishing loan program; 1978 Inf. Op. Att'y Gen. (Nov.9, J-66-258-
79), concerning refinancing of commercial fishing loans).

The purpose of the commercial fisheries loan program is
tﬁ promote the ddevelotpmen(} of the flsher]!es |ndlustrydan aIIoAW
e rchase and continue aintenance of vessels and gear.
56.1_6).%061. When @ Frsherman has }ost Is vessel to fire Tt Woulg
obviously frustrate the purposes of the loan program to prevent
him from obtalnlnt]] a loan for a new vessel, particularly where,

€,

as in your example, insurance proceeds have paid off the prior
loan. This reasoning applies equally to the situation where the
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vessel is destroyed right after the loan closes. Therefore, al-
lowing the borrower to assume a loan or take out a new loan under
these circumstances would be reasonable.

4. How is the borrower's maximum limit affected by
assumption of the loan by another party?

~As a general rule, assumption of the loan by another
party will reduce the original borrower's total loans accordingly
even though the borrower is not released from the original loan.
In your example, the original borrower would therefore be eligi-
ble for the new $50,000 loan.

_ This conclusion is based on the same reasoning set out
in our memorandum of May 23, 1983 concernlnﬁ assumption of veter-
an's loans. While the specific purpose of the loan limitations 1is
not entirely clear from the loan statutes or the legislative his-
tory, we believe it is reasonable to assume that the limitations
were intended, at least in part, to make limited amounts of money
available to Iar%e pools of applicants. Concern with the finan-
cial stability of an applicant, while it may be a consideration
in_ setting loan limits, is more specifically addressed by the
eligibility and security requirements of a given loan program
then by a fixed limitation figure.

Given this purpose, it is the person who has the use of
the loan funds to whom the loan limit applies. If assumption of a
loan is permitted the amount of the loan assumed is applied to
the assumer's loan limit and the amount applied to the original
borrower is reduced. The fact that the original borrower is not
released from the loan obligation does not affect this conclusion
because the assumer is primarily liable and must present adequate
security. The ability to use the loan funds, rather than security
Fpr_tthte_ loan, is the prime consideration in applying the loan
imitations.

5. Does the division have the authority to allow
assumption of a loan which is in foreclosure?
What criteria must such an assumption meet?

For the reasons discussed above in question 1?1, the division
has authority to permit assumptions. Thnis reasoning is equally
gmllcable 10 thg sHuaélon where a loan is in foreilosure. The

e criteria and considerations discussed above apply.
_ ~ The one exception to this conclusion is the commercial
fisheries loan program. New amendments to AS 16.10.337(b) (§8 5,
ch. 7, SLA 1983) make it clear that a commercial fisheries loa
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which is in foreclosure maynot be assumed. If the Commercial
Fisheries Entry Commission does not exercise itsright of first
refusal of the permit, or if the permit is not subject to a bu
back program, the department must advertise the permit and sel
it roceeds of the sale are used to pay off the loan.

_ Please contact us if you need assistance or advice dur-
ing the drafting of regulations for these loan programs.

MAF/mt

cc: Paul B. Arnoldt, Director
Division of Investments
Department of Commerce &
Economic Development
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Assistant Attorney General

~In 1978 the. Alaska LeFis]ature increased the loan
limitations under the Commercial Fishing Loan Act, AS 16.10
300 et: seq. from $100,000 to $500,000 per loan. You have
requested our advice as to whether borrowers under the old

loan limitation could reapply for additional funds under the
new limitation in light of the language contained in AS _
16.10.320(d) which provides that "no more than one commercial
loan may be made to a person for the purchase, construction,
repair or upgrading of a flsh|nq vessel or gear." In addition,
you inquire <s to whether such loans must be treated as
refinancing arrangements and thus subject to the 5070 l[imitation
on the use of lean proceeds for reflnan0|n% contained in 3

AAC 80.020(b) or whether the increase in the loan amount

could be treated as an amendment to the existing loan.

_ It is the opinion of this department that neither
reflnanC|n% nor amendment of an existing loan would be _
precluded by the one loan per person limitation appearing in
the 1978 amendments to AS 16.10.320. Furthermore, it is our
view that where the application contemplates retirement of
an existing loan previously made to the applicant pursuant
to the Commercial Fishing Loan Act, then the arrangement
must be viewed as refinancing subject to the 507. rule
embodied in 3 AAC 80.020(h).

The language of AS 16.10.320(d), 83, ch. 83 SLA
1978, has already been the subject of two previous opinions
of this department. That section provides in relevant part:

Except as provided in (e) of this section
[relating to joint loans obtained by two

or more Individual fishermen], no more

than one commercial fishing loan may be

maae to a person for the purchase, construc-
tion, repairing or upgrading of a fishing
vessel or its gear. loan to an associate
cf the borrower is considered to be a loan
to the borrower.
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In an opinion issued on July 31, 1978, to Pete
Jeans, Director of Division of Business Loans, this department
interpreted that language as precluding a person who had
previously received a loan under the act and who had paid
that loan off from ever receiving a second loan from the
department. In a subsequent opinion dated August 16, 1978,
addressed to H. Phillip Hubbard, Commissioner of Commerce
and Economic Development, this department overruled that
literal interpretation of the new language in favor of a
more liberal construction which it was felt would more _
effectively carry out the intended purpose of the Ie?JsIatlon.
The Commercial Fishing Loan Act is designed to help Tfishermen
purchase new vessels and equipment, upgrade their existing
equipment and generally move up in the fisheries. This
normal progression requires that fishermen who payoff their
loans on smaller, older vessels be able to obtain new and
larger loans to finance larger and more modern vessels. Thus
the maintenance and development of a modem and successful
fishing fleet would be frustrated if such loans were to be
viewed as a once in a lifetime opportunity.

This department adheres to this latter interpretation
and thus we conclude that the said language merely requires
that at any one point in time there be no more than one loan
issued by the department to any one individual fisherman
(with certain exceptions as provided in §320§e)). Neither
refinancing of existing obligations nor amendment of those
obligations to effect an increase in the principal of the
debt along with concomitant increases in collateral and
repayment obligations would be prohibited by the 1973 amendment.

You have also requested our opinion concerninﬂ
whether these applications for additional funds under the

new loan limitation must be considered refinancing arrangements
and thus subject to 3 AAC 80.020(b). That section provides:

No more than 507, of the loan proceeds
may be used to refinance existing debts.

This department suggests that the answer, in large part
depends on the nature of the loan request. In certain

cases, it will necessarily require a retirement of the
original loan and thus should be considered refinancing.

For example, a fisherman with an outstanding loan of $100,000
who applies for a new loan of $500,000 under the 1978 loan
limitation must contemplate the retirement of the previous
obligation. In addition, application of the proceeds of the
additional loan to payoff existing obligations running to
third-party creditors would obviously have to he treated as
a refinancing. Finally, any attempt to effect a downward
adjustment of the interest applicable to the original loan
or to extend the pa%back period past the 15 year maximum
term would have to be construed as refinancing. See 3 AAC
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8§0.030 and AS 16.10.320(a)(2) as amended

It is understood that certain of the loan applica-
tions could be accommodated by mﬁrﬂz amending the existing
loan to provide for an increase in the principal debt as of
the date of the amendment, and adjusting the payment schedule
to provide for complete repayment within the time remaining
under the 15 year period originally allowed. In addition,
proper collateral could be provided to secure the increased
principal. Thus, a fishermen who in 1975 borrowed $100,000
under this pro%ram to be repaid at 7% over a 15 year period
and who in 1978 wishes to borrow another $25,000 for repairs
to that vessel might borrow said amount oy amendm% the
original loan agreement to provide for repayment of the new
total amount during the remaining 12 years of the loan term.
Under this construction, most loan requests which seek sub-
stantial increases in the loan principal and which contem-
plate a new 15 year period for repayment would have to be
treated as refinancing agreements.

It is our understanding that the 50% limitation on
the use of the loan proceeds for refinancing was the regulatory
response to the opinion of this department issued on August
1, 1974, to Emmett Wilson, Commissioner of the Department of
Commerce. That opinion suggested that the purpose of the
Commercial Fishing Loan Act, AS 16.10.300 et seq., was to
encourage purchase of new equipment, and to upgrade the
existing equipment and gear in the fishery of the State. It
was felt that use of the proceeds to refinance existing
commercial loans at the new lower interest rate offered by
the state program was beyond the purpose and intent of AS 16
.10.310(a)(1). Here it could be argued however that refinanc-
ing of existing state loans for the purgose of obtaining a
substantial increase in loan amount to be used towards the
purchase of a new vessel or new gear is an appropriate use
of the loan proceeds as envisioned by the enacting legislation.
Thus, the department may wish to promulgate an amendment to
3 AAC_80.020Fb) to provide for an exception for those fishermen
who wish to utilize the opportunity inherent ir the new $500,000
loan limitation and obtain a substantially larger loan whose
proceeds would be dedicated for one of the purposes set out in
AS 16.10.310(a)(1).
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PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

N/A

ANALYSIS: A~ctj”aysepa”a

Prepared By: Richard 1. Pe Phone: 465-3672

Division: Administyedtiye Date: 1-9-84
77<X.

Approved by Commissioner: No . Gewrsuch Date: 1-9-84

Agency: Department olJ Law

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget
Impacted Agency(ies) 12/1/83
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Fiscal Note January 8, 198A
Analysis

~This bill creates a private cause of action relating to
mobile home warranties, and transfers responsibility for
enforcement of mobile home warranties from the Department of
Commerce and Economic Development to the Department of Law. A
1983 legislative audit report recommended transfer of the
enforcement process to the Department of Law. The transfer of
the existing mobile home warranty enforcement position, including
funding, from the Department of Commerce and Economic Development
to the Department of Law, is including in the adjusted base of
the two department's FY 85 budget proposals. Consequently,
enactment of this bill will not require additional funding nor
will it cause a fiscal impact.



STATE CF ALASKA 1984 LEGISLAR ~ SESSION v
FISCAL NOTE Two-
Revision Oate:
REQUEST FISCAL OETAIL Department of Commerceand
Bi 11/Resolution No. Agency Affected: Economic Development
Title: Program Category Affected: Consumer Protection
Measurement S t a n d a r d s
Sponsor: Rules Committee BRU, Program or Subprogram(s) Affected:
Requestor: Governor
Date of Request:_
EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 85 FY 37 FY 88 FY 89
OPERATING 1
100 PERSONAL SERVICES -0- -0- _0- -0- -0- _0-
200 TRAVEL -0- -0- -0- -0- -0- -0-
300 CONTRACTUAL -0- -0- _0- _0- _0- _0-
<,00 SUPPLIES -0- -0- -0- -n- -0- -0-
500 EQUIPMENT -0- -0- -0- -0- -0- -0-
500 LAND A STRUCTURES -0- -0- -n- -0- -0- -0-
700 CRANTS, CLAIMS -0- -0- -0- -0- -0- _0-
800 MISCELLANEOUS -0- -0- -0- -0- -0- -0-
TOTAL OPERATING -0- -0- -0- -0- -0- -0-
CAPITAL -0- -0- -0- -0- -0- -0-
REVENUE -0- -0- -0- -0- -0- -0-
FUNDING: (Thousands of Doll ars)
GENERAL FUND -0- -0- -0- _0- _0- -n-
FEDERAL FUNDS -0- _0- -0- -0- _0- -0-
OTHER -0- -0- -0- -0- -0- -0-
TOTAL -0- -0- -0- -0- -0- 0-
POSITIONS:
FULL-TIME -0- -0- -0- 1 -0- -0- -0-
PART-TIME -0- -0- -0- 1 -0- -0- -0-
TEMPORARY -0- -0- -0- 1 -0- -0- -0-
SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:
ANALYSIS: Attach a separate pag
Prepared By: Joseph L. Swanson Phone: 345-7750
Division: Measurement Standarc Nate: January 9, 1984
Approved by Commissioner. ~~Rtrhrtrd A. Lyon Date:
Agency: Commerce and Economic Development
Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 5\ i ( C ' 12/1/83
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Anal ysi s

This bill will not have a fiscal impact on the Division of Measurement
Standards. The funding and the oosition for the mobile home warranty
program was transferred to the Department of Law in FY 83. All funds
for the program have been deleted from the division®s budget request
for FY85 and have instead been placed in the budget request for the
Department of Law.



SB 497

SB 497 STATES THAT A MOBILE HOME BUYER MAY FILE A CLAIM
AGAINST THE MANUFACTURER®"S POSTED BOND IF THE MANUFACTURER
FAILS TO FULFILL ITS WTRANTY OBLIGATIONS. THIS CLAIM WILL

BE FILED IN THE SUPERIOR COURTS.

THE RESPONSIBILITY OF ENFORCING MOBILE HOME WARRANTIES WILL
BE TRANSFERRED FROM THE DEPARTMENT OF COMMERCE AND ECONOMIC
DEVELOPMENT TO THE DEPARTMENT OF LAW. THE 1983 LEGISLATIVE
AUDIT OF THE DIVISION OF MEASUREMENT STANDARDS, DCED,
STUDIED THIS ISSUE  AND RECOMMENDED THIS TRANSFER. BOTH
DEPARTMENTS HAVE AGREED THAT THIS IS A MORE EFFICIENT
ENFORCEMENT PATTERN AS THE DEPARTMENT OF LAW, CONSUMER
PROTECTION SECTION, ALREADY PROCESSES MOBILE HOME COMPLAINTS

THAT FALL OUTSIDE THE WARRANTY ACT.

THIS LEGISLATION HAS A ZERO FISCAL NOTE AND HAS BEEN

RECOMMENDED BY THEADMINISTRATION. 1 URGE PASSAGE OF SB

497 .

ADDITIONAL INFORMATION

1) THE MANUFACTURER®"S BOND EQUALS $35,000.



2) IN FY 84, DCED TRANSFERRED THE ONE MOBILE HOME
INVESTIGATOR POSITION TO THE DEPARTMENT OF LAW THROUGH A

REIMBURSABLE SERVICES AGREEMENT.

3) CURRENTLY, IF AN INDIVIDUAL HAS A PROBLEM WITH A
MANUFACTURER REGARDING THE WARRANTY, THE BUYER MUST COMPLAIN
TO CONSUMER PROTECTION. THE STATE THEN MUST DECIDE WHETHER
TO SUE. THE BUYER CAN SUE DIRECTLY, BUT THE BOND CANNOT BE

ATTACHED.

IINMBnnMnni on
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5 45.20.050

Aijvska Statutes § 45.30.011

Sec. 45.20.050. Liability of purchaser to person adjudged
ownerorentitled to possession. A purchaserofore, who receives the
notice provided for in this chapter, followed or preceded by the
commencement of an action, as set out in this chapter, and who
purchases or continues to purchase and receive ore taken from the
mine, mining claim, or premises named in the notice, is liable and
responsible for the value ofit to the person who is ultimately adjudged
to be the owner or entitled to the possession ofit. ({5 29-4 5 ACLA 1949)

Chapter 30. Mobile Homes and Mobile Home Parks.

Section

10. IRepealed |

11. Mobile home warranties
15. Bonds

20—30. (Repealed|

Section

50-60. IRepealed |

V0. Certain londlord-vendor agreements
prohibited

100. Definitions

40. Enforcement of compliance

Editor's note. — Section 1.ch. 80. SI.A mobile homes in the stale are hereby
1971 provides: "In order to safeguard life, declared to he subject to regulation in the
henlth und property, and to promote the public interest.”
public welfare, construction standards of

See. 45.30.010. Mobile home stundards.
Repealed by 8 5 ch 104 SLA 1980.

Cross reference. Fur current derived from S 2,ch.80,SI1.A 15)71;§ l.ch,
provisions concerning mobile home 123.S1.A 1972;1)!) 1,2, eh 113,SLA 1974,
stnndnrds. see AS 45 30.011. S 107,ch. 218, SI,A 1976.

Editor's note. The repealed section

Sec. 45.30.011. Mobile home warranties, (a) Alter August 27,
1980, a new mobile home sold by a mobile home dealer to a buyer is
subject to a mobile home warranty. A mobile home warranty shall be
set out in a separate written document entitled "Mobile Home
W arranty" which shall be delivered to the buyer by the mobile home
dealer at the time a contract of sale is signed. The warranty shall
contain the name, address and telephone number of the mobile home
manufacturer and the mobile homo dealer und shall include at least
the following provisions:

(1) the mobile home is free from any substantial defects in materials
and workmanship;

(2) the manufacturer ordealer, or both, shall take appropriate action
at the s;le ofthe mobile home to correctsubsluntial defects in materials
or workmanship which become evident within one venr of the date of

8 45.30.015 Trade and Commerce § 45.30.015

delivery ofthe mobile home to the buyer ifthe buyer, or his transferee,
gives w’itten notice of the defect by registered or certified, mail
addressed to the business address ofthe manufacturer or dealer on a
date which isnotmore than one year and ten days after date ofdelivery
of the mobile home;

(3) the manufacturer and the dealer are jointly and severally liable
to the buyer, or his transferee, for the fulfillment of the terms of
warranty, and the buyer may notify the manufacturer or the dealer, or
both, in the event action is required to correct substantial delects in
materials or workmanship;

(4) the warranty is applicable to.the mobile home structure, its
plumbing, heating and electrical systems, and all appliances and
equipment installed or included in the mobile home unit by the
manufacturer or dealer; and

(5) notwithstanding separate warranties applicable to appliances
contained within n mobile home unit issued by the manufacturers of
the appliances, primary responsibility forappropriate corrective action
under the warranty rests with the manufacturer and the dealer of the
mobile home unit, and written notice of defects must be initially
reported to them.

(b) The warranty provided under (a) of this section is in addition to
and not in derogation of all other rights and remedies which a buyer
may have under any other law or instrument.

(c) The manufacturer and the dealer may not require the buyer to
waive his rights under (a) of this section. A waiver of rights required
by a manufacturer or dealer is contrary to public policy and is
unenforceable.

(d) A mobile home dealer shall display a notice of reasonable size
stating the applicability ofthe warranty required by this section, and
shall, upon request, provide a sample copy ofthe warranty. The notice
shall he posted in each area in which purchase orders and sales
contracts for mobile homes are written.

(e) The manufacturer shall compensate a mobile home dealer who
incurs expenses as a result of warranty obligations for which the
manufacturer is legally responsible or for obligations which the
manufacturer imposes upon the dealer. A provision of contract which
is contrary to this subsection is void as against public policy.

< In this section, a defect is "substantial™ ifit materially affects the
fitness of the mobile home for occupancy or use by the buyer or his
transferee. (8 1ch 104 SLA 1980)

Sec. 45.30.015. Bonds, (a) A manufacturer constructing mobile
homes for sale in the state shall deposit a performance bond in the
amount 0of $35,000 with the department to assure compliance with the
provisions of AS 45.30.011.

(h) A manufacturer who discontinues construction of mobile homes
for sale in 1lie state shall maintain a performance bond in Ihe required



8 45.30.020 Alaska Statutes 8 45.30.040

amount for a period of 24 months after the date the last mobile home

was delivered to a buyer in the state. (8 1 ch 104 SLA 1980)
Sec. 45.30.020. Duties of department.
Repealed by 8 5 ch 123 SLA 1972.

Editor's note. — The repealed section
derived from 8§ 2, ch. 80, SLA 1971.

Sec. 45.30.030. Administration.

Repealed by 8 5 ch 123 SLA 1972 and 8 5 ch 104 SLA 1980.

Cross reference. — For current derived from § 2,ch.80,SLA 1971;8§ 2,5,
provisions concerning deposit of ch. 123, SLA 1972; §§ 3, 4, ch. 114, SLA
performance bonds, see AS 45.30.015. 1974.

Editor's note. — The repealed section

Sec. 45.30.040. Enforcement of compliance, (a) A department
inspector shall give written notice to the owner, dealer or
manufacturer of a mobile home of each violation of AS 45.30.011. The
notice of violation shall accurately describe the violation and give
specific reference to the section and paragraph of the statutes,

(b) Repealed by 8 5 ch 104 SLA 1980.

(c) Whenever it determines that there may be a violation of the
provisions of this chapter by a manufacturer or dealer of mobile homes,
the department may give notice of hearing and, within 30 days after
giving notice, hold a hearing to determine whether there has been a
violation. After notice and hearing,

(1) if the department finds that there has been a violation of the
provisions ofthis chapter, the department may issue an order directing
that the person who is violating the provision cure the violation in a
reasonable time and in a reasonable manner;

(2) ifthe department determines that violations of the provisions of
this chapter are regular and recurring, it may require forfeiture of the
bond to the benefit of the state and arrange for distribution of the
proceeds of the bond to the mobile home owners injured by the
activities of the dealer or manufacturer, or to mobile home dealers
injured by the activities of the manufacturer.

(d) The provisions of AS 44.62.330 — 44.62.630 apply to a hearing
held under (c) of this section. (8 2 ch 80 SLA 1071; am 8 3 ch 123 SLA
1972; am 8 5 cli 114 SLA 1974; am 88 2, 3, 5 ch 104 SLA 1980)

Effect of amendment. — The 1980 at the end of the first sentence, and
amendment, in subsection Ilit), inserted substituted “"statutes" for "regult'tionN" at

8 45.30.050 Trade and Commerce

§ 45.30.100

Sea. 45.30.050. Penalty.
Repealed by § 5 ch 104 SLA 1980.

Cross reference. — For current Editor's note. — The repealed section
provisions concerning forfeiture of bond, derived from § 2,ch.80,SLA 1971;8 4,ch.
see AS 45.30.040. 123. SLA 1972;8 6,ch. 114, SLA 1974.

Sec. 45.30.060. Definitions. 4
Repealed by § 5 ch 123 SLA 1972;

.,

Cross reference. — For current Editor's note. — The repealed section
provisions concerning definitions, see AS derived from § 2, ch. 80, SLA 1971.
45.30.100.

Sec. 45.30.070. Certain landlord-vendor agreements

-prohibited. A vendor of mobile homes may not require as a condition
ofsale that a purchaser locate the mobile home in a particular mobile
home park or in one of a particular group of mobile home parks. (8 6

ch 138 SLA 1976)

Sec. 45.30.100. Definitions. In this chapter, _ _
(1) "buyer” means a person who purchases a mobile home for his

personal use and not for purposes of resale;

(2) "department” means the Department of Commerce and
Economic Development; _ : _

(3) “mobile honﬁ)e’_’ means a vehicle designed and equipped for human
habitation, and which may be drawn by a motor vehicle only when

authorized by permit. (8 4 ch 104 SLA 1980)

Editor’'s note. — This section derives the revisor of statutes pursuant to AS

from AS 45.30.061 and wasrenumbered by 01.05.031.

Chapter 45. Trade Practices.
Article

. Interest (8§88 45.45.010 - 45.45.070)
. Collection of Advunce Interest (§§ 45.45.080 — 45.45.090)

. Merchandise (§§ 45.45.100 — 45.45.110)

. Funerals (§ 45.45.120)
5. Regulation of Motor Vehicle Repairs (!)§ 45.45.130 — 45.45.2401

AW N R

10. Miscellaneous (§ 45.45.900)

Article 1. Interest.

Section

50. Recovery by assignee of wusurious

Section

10. Ixigul rale of interest contract ofamount paid by him
20. Higher rnte of interest prohibited .
CO. Contract not wusurious because

of

"denier” preceding "or manufacturer” near
the beginning of the firNlI sentence,
substituted "AS 45.30.011" for “the
icgulations adopted under AS tf>, 'tooto’

the end of the second sentence; repealed
subsection lid; and added subsections (cl
and Pi’

30. Action for recovery of double umount
of usurious interest paid
<11 1knrinus rnte ns workintl forfeiture of

agreement to pay taxes
70 F.nforeemenl ofcontracts enloinl into
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Date < 1
cr: A considered

170

and (a majority of the committee)

the following recommendations:

do pass

do pass with attached amendment(s)

replace with/or adopt

new title

CS for

same title and recommends

(the committee) reports it back with

and attached a "LETTER OF INTENT"

reports it back without reconmendation

recommends referral
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Chairman
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BILL SHEFFIELD
GOVERNOR

S ot a t e o f A . e

OFFICE OF THE GOVERNOR

Junel/ii

February 13, 1984
The Honorable Jalmar Kerttula
Alaska State Senate
Pouch V
Juneau, AK 99811
Dear Senator Kertt la:
Under the authority of art. [ I sec. 18, of the Alaska
Constitution, I am transmitting a bill relating to mobile
home warranties. This bill increases government efficien -
cy in enforcement of mobile home warranties, and encour-
ages private consumer self-help.
The bill has two main components: (1) the creation of a

private cause of action in a mobile home buyer against the

manufacturer's bond, which AS 45.30.015 requires be posted
with the state; and (2) a transfer of warranty enforcement
authority from the Department of Commerce and Economic
Development (DCED) to the Department of Law.

W ith regard to the first of the components, it is the un-
derstanding of both DCED and the Department of Law that,

when the mobile home warranty statute, AS 45.30.011, took

effect in 1980, a private buyer injured by a manufacturer
who sold a defective home to a buyer in this state would
be allowed to make a claim against the bond wunder AS 45.-
30.040. However, that statute only provided a procedure
for the consumer to petition the state to take administra-
tive action against the bond. Experience in the last few
years has shown that a buyer may believe that he or she

has a wvalid claim against the bond in a case in which the

state enforcing authority does not agree that adm
tive action is warranted. Providing a clear,

inistra-
private

cause of action against the bond may relieve a burden on
the government by reducing the number of administrative

hearings, and insure that an individual can choose
force his or her own rights, whether or not a state
agrees with the individual.

to en -

agency



The second component of the bill is a transfer of the war-
ranty enforcement powers from DCED to the Department of

Law. The April 1983 legislative audit of the division of
measurement standards, DCED, studied this issue and recom-
mended

The Department of Commerce and Economic
Development should seek legislation to
transfer the mobile home warranty enforce-
ment program to the Consumer Protection
Section of the Department of Law.

Both departments have agreed that this is a more efficient
enforcement pattern, as the Department of Law, consumer
protection section, already processes mobile home
complaints that fall outside the warranty Act, as well as
those that may duplicate warranty Act enforcement by DCED.
I'n FY 84, DCED transferred the one mobile home

investigator position to the Department of Law through a
reimbursable services agreement.

The bill promotes government efficiency by encouraging
private self-help, rather than reliance on government. |
feel that it will have the support of both industry and
consumers. | urge your affirmative action on this mea-
sure

Sincerely,

Bill Sheffield
Governor



