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IN T H E  S E N A T E  BY F A H R E N K A M P > S U M N E R  A N D  B R A D L E Y

SE N A T E  BILL NO. 398 

IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A  

E L E V E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N 

A BILL

For a n  Act e n titled: "An Act e s t a b l i s h i n g  the p r o s p e c t o r s '  r e v o l v i n g  loan

fund."

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF THE S T A T E  O F  ALASKA:

* S e c t i o n  1. AS 27 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  9. P R O S P E C T O R S'  R E V O L V I N G  LOAN FUND.

Sec. 27.0 9 . 0 1 0 .  P R O S P E C T O RS '  R E V O L V I N G  L OAN FUND. T here is e s t a b­

lish e d  in the D e p a r t m e n t  of C o m m e r c e  an d  E c o n o m i c  D e v e l o p m e n t  the p r o s­

pectors' r e v o l v i n g  loa n  fund. The d e p a r t m e n t  shall m a k e  loans f r o m  the 

f u n d  to u n d e r w r i t e  m i n e r a l  e x p l o r a t i o n  a n d  d e v e l o p m e n t  and m i n i n g  a c ­

ti v i t i e s  in the state.

Sec. 2 7 .09.020. ELI G I B I L I TY .  T h e  d e p a r t m e n t  m a y  m a k e  loans u n d e r 

AS 2 7 . 0 9 . 0 1 0  to a p e r s o n  wh o  d e m o n s t r a t e s  to the s a t i s f a c t i o n  of the 

d e p a r t m e n t  that he has

(1) at least five years of p r o s p e c t i n g  e xp e r i e n c e ; and

(2) a b o n a  f i d e  intent to us e the m o n e y  for the p u r p o s e s  

d e s c r i b e d  in AS 27.09.010.

Sec. 27.09.030. L O A N  TERMS. (a) A  loa n  g r a n t e d  u n d e r  AS 2 7 . 0 9 . 0 1 0

(1) m a y  not e xc e e d  $ 1 , 0 0 0 , 0 0 0 ;

(2) m a y  not e xc e e d  a t e r m  of 15 years;

(3) m a y  n o t  b ea r  i n t e r e s t  e x c e e d i n g  nine  an d  o n e - h a l f  p e r­

cent; and

(4) m a y  n o t  e xc e e d  75 p e r c e n t  of the a p p r a i s e d  v a l u e  of the

c o l l a t e r a l  u s e d  to s e c u r e  the loan.

(b) A  l o a n  m a y  n o t  be m a d e  to a b o r r o w e r  u n d e r  AS 2 7 . 0 9 . 0 1 0  if it
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w o u l d  r e s u l t  i n  an o u t s t a n d i n g  deb t  of the b o r r o w e r  to the fund in 

excess of $ 5 , 0 0 0 , 0 0 0 .

(c) A l o a n  g r a n t e d  u n d e r  AS 2 7 . 0 9 . 0 1 0  shall be s e c u r e d  by

(1) a first p r i o r i t y  lie n  or mort g a g e ;  or

(2) a se c o n d  p r i o r i t y  l i e n  or m o r t g a g e  w h i c h  is s u b o r d i n a t e  

to a v a l i d  f i r s t  p r i o r i t y  lien or m o r t g a g e  in f a v o r  o f  a p r i v a t e  l e n d i n g  

i n s t i t u t i o n  if the total f i n a n c i n g  d o e s  no t  e x c e e d  1 0 0  p e r c e n t  of the 

a p p r a i s e d  v a l u e  of the c o l l a t e r a l  u s e d  to secure the loan.

(d) U n l e s s  the loan u n d e r  A S  2 7 . 0 9 . 0 1 0  was to u n d e r w r i t e  a c t i v i­

ties r e l a t i n g  to p l a c e r  m i n i n g ,  r e p a y m e n t  of the l o a n  p r i n c i p a l  s h a l l

b e g i n  at t h e  date of m i n e r a l  p r o d u c t i o n  or five y e a r s  f ro m  the d a t e  the 

loan is g r a n t e d ,  w h i c h e v e r  is s o o n er .  For loans g r a n t e d  u n d e r  AS 27.- 

09 . 0 1 0  to u n d e r w r i t e  a c t i v i t i e s  r e l a t i n g  to p l a c e r  m i n i n g ,  the d e p a r t­

ment m a y  n o t  requ i r e  r e p a y m e n t  of p r i n c i p a l  to b e g i n  e a r l i e r  th a n  the 

end of the s e c o n d  p l a c e r  m i n i n g  s e a s o n  a f t e r  the l o a n  is g r a n t e d .  T h e 

a c c r u a l  of i n t e r e s t  o n  a loan g r a n t e d  u n de r  AS 2 7 . 0 9 . 0 1 0  b e g i n s  w h e n  the 

loan is g r a n t e d ,  and the a c c r u e d  i n t e r e s t  shall be r e p a i d  on a m o n t h l y  

basis. In this s u b s e c t i o n  " p l a c e r  m i n i n g  s e a s o n "  m e a n s  the t ime d u r i n g  

a c o n s e c u t i v e  1 2 - m on t h  p e r i o d  w h e n  p l a c e r  m i n i n g  a c t i v i t i e s  m a y  be 

c o n d u c t e d  b y  virtue of the t h a w e d  a n d  f luid c o n d i t i o n  of the s t r e a m s  a n d  

r i v e r s  in th e  area.

(e) If the d e p a r t m e n t  g r a n t s  a loa n  u n d e r  A S  2 7 . 0 9 . 0 1 0  w h i c h

e x c e e d s  $5,000, the d e p a r t m e n t  s h a l l  i n c l u d e in the loan a g r e e m e n t  the

f o l l o w i n g  pr o vi s i o n s :

(1) the d e p a r t m e n t  s h a l l  e s t a b l i s h  a s e p a r a t e  a c c o u n t  for the 

b o r r o w e r  a n d  shall d e p o s i t  the a m o u n t  of the l oan in the a c c o u n t ;

(2) the borrower may withdraw from the account up to $5,000 

for the purposes described in AS 27.09.010;

(3) if the borrower presents a signed and dated receipt for
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m a t e r i a l s ,  g e a r ,  or s e r v i c e s  p u r c h a s e d  f o r  the p u r p o s e s  d e s c r i b e d  in 

A S  2 7 . 0 9 . 0 1 0 ,  t h e  d e p a r t m e n t  s h a l l  r e i m b u r s e  the b o r r o w e r  f r o m  the b o r ­

r o w e r ' s  a c c o u n t  i n  th e  a m o u n t  s h o w n  o n  th e  r e c e i p t ;

(4) if the b o r r o w e r  p r e s e n t s  a n  e x e c u t o r y  c o n t r a c t  of s a l e  

for m a t e r i a l s ,  g e a r ,  o r  s e r v i c e s  for th e  p u r p o s e s  d e s c r i b e d  in A S  27.- 

09 . 0 1 0 ,  the d e p a r t m e n t  s h a l l  p a y  f r o m  t h e  b o r r o w e r ' s  a c c o u n t  the a m o u n t  

o w e d  t h e  p a r t y  w i t h  w h o m  the b o r r o w e r  h a s  c o n t r a c t e d  in a c c o r d a n c e  w i t h  

the t e r m s  of t h e  c o n t r a c t .

(f) A l l  p r i n c i p a l  a n d  i n t e r e s t  p a y m e n t s  o n  l o a n s  m a d e  u n d e r  AS 27.- 

0 9 . 0 1 0  s h a l l  b e  p a i d  i n t o  the p r o s p e c t o r ' s  r e v o l v i n g  l o a n  fund.

Sec. 2 7 . 0 9 . 0 4 0 .  S A L E  O R  T R A N S F E R  O F  M O R T G A G E S ,  BONDS, A N D  NO T E S.

(a) T h e  c o m m i s s i o n e r  o f  c o m m e r c e  a n d  e c o n o m i c  d e v e l o p m e n t  m a y  sel l  or 

t r a n s f e r  at p a r  v a l u e  or at a p r e m i u m  or d i s c o u n t  t o  a n y  b a n k  or o t h e r  

p r i v a t e  p u r c h a s e r  for c a s h  or o t h e r  c o n s i d e r a t i o n  t h e  m o r t g a g e s ,  b o n d s ,  

a n d  n o t e s  h e l d  b y  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  as 

s e c u r i t y  for l o a n s  m a d e  u n d e r  AS 2 7 . 0 9 . 0 1 0 .

(b) T h e  c o m m i s s i o n e r  of c o m m e r c e  a n d  e c o n o m i c  d e v e l o p m e n t  m a y  sel l 

or t r a n s f e r  at p ar  v a l u e  to the D e p a r t m e n t  of R e v e n u e  the m o r t g a g e s ,  

b o n d s ,  a n d  n o t e s  h e l d  b y  the D e p a r t m e n t  of C o m m e r c e  a n d  E c o n o m i c  D e ­

v e l o p m e n t  as s e c u r i t y  for loans m a d e  u n d e r  AS 2 7 . 0 9 . 0 1 0 .  T h e  D e p a r t m e n t  

o f  R e v e n u e  m a y  p u r c h a s e  the m o r t g a g e s ,  b o n d s  a n d  n o t e s  o f f e r e d .

Sec. 2 7 . 0 9 . 0 5 0 .  R E G U L A T I O N S .  T h e  d e p a r t m e n t  s h a l l  a d o p t  r e g u l a­

ti o n s  in a c c o r d a n c e  w i t h  the A d m i n i s t r a t i v e  P r o c e d u r e  A c t  (AS 4 4. 6 2 )  to 

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

a p p l i c a n t s  s h a l l  be  d e v e l o p e d  in  c o o r d i n a t i o n  w i t h  t h e  D e p a r t m e n t  of 

N a t u r a l  R e s o u r c e s ,  d i v i s i o n  of g e o l o g i c a l  a n d  g e o p h y s i c a l  s u r v e y s .

Sec. 27.09.060. DEFINITIONS. In AS 27.09.010 - 27.09.060,

(1) "department" means the Department of Commerce and Eco­

nomic Development!
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