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Introduced: 4/17/80
Referred: Commerce and

Finance

BY T H E  C O M M U N I T Y  AND 
!N T H E  S E N A T E  R E G I O N A L  AFFAIRS C O M M I T T E E

S E N A T E  B I L L  NO. 567 

IN TH E  L E G I S L A T U R E  O F  THE 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 B ILL

’or an Act entitled: "An Act c r e a t i n g  the pub l i c  u t i l i t y  r e v o l v i n g loan

fundi and p r o v i d i n g  for a n  e f f e c t i v e  date."

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

* S e c t i o n  1. D E C L A R A T I O N  OF P O L I C Y  AND PURPOSE. The l e g i s l a tu r e  finds 

that

(1) the a v a i l a b i l i t y  of a d e q u a t e  p u b l i c  u t i l i t y  s e r vices and 

f acilities at r e a s o n a b l e  rates in the state is a proper m a t t e r  of public 

concerns

(2) the abil i t y  of p r i v a t e l y ,  m u n i c i p a l l y  and c o o p e r a t i v e l y  o w n e d  

public u t i l i t i e s  in the state to f i n a n c e  s e r v i c e  to the public and to fi n a n c e  

capital i m p r o v e m e n t s  r e qu i r e d  to e x t e n d  and i m p r ov e  those se r vices on  terms 

that w ill enable u t i l i t y  s e r v i c e  r a t e s  to r e m a i n  at r e a s o n a b l e  levels in the 

f o r e s e e a b l e  future is s e r i o u s l y  i m p a i r e d  by the u n a v a i l a b i l i t y  of l o w - c o s t 

p r i v a t e  f i n a n c i n g  and by the d e l a y s  e x p e r i e n c e d  in o b t a i n i n g  low-c o s t  fede r a l 

l o a n s ;

(3) as a m a t t e r  of p u bl i c  policy, to ensure the sound d e v e l o p m e n t  

of the s tate and its reso u r c e s  an d  to p r o v i d e  a n  a c c e p t a b l e  level of u t i l i t y  

s e r v i c e s  to its re s i d e n t s  at r e a s o n a b l e  rates, the s t a t e  sh o u l d  a s s i s t  these 

public u t i l i t i e s  in a c q u i r i n g  the m o n e y  that is e s s e n t i a l  to o p e rate, m a i n t a i n  

and expand u t i l i t y  f acilities and services.

* Sec. 2. AS 42 is a m e n d e d  by ad di n g  a n e w  c h a p te r  to read:

CHAPTER 08. PUBLIC UTILITY REVOLVING LOAN FUND.

Sec. 42.08.010. REVOLVING LOAN FUND CREATED. There is created in 

the Department of Commerce and Economic Development the public utility
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r e v o l v i n g  loan fund.

Sec. 42 . 0 8 . 0 2 0 .  P O W E R S  A N D  D U T I E S  O F  T H E  D E P A R T M E N T .  (a) T h e  

d e p a r t m e n t  shall f o r m u l a t e  p r o c e d u r e s  and a d o p t  r e g u l a t i o n s  to i m p l e m e n t  

this c h a p t e r  in c o n s u l t a t i o n  w i t h  the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n ,

(b) The d e p a r t m e n t  m a y

(1) m a k e  a l o a n  f r o m  the p u b l i c  u t i l i t y  r e v o l v i n g  loan fun d  

to a p u b l i c  u t i l i t y  to f i n a n c e  or r e f i n a n c e  c a p i t a l  i m p r o v e m e n t s ,  p l a n t  

and f a c i l i t i e s ,  and to i m p r o v e  a n d  e x p a n d  s e r v i c e s ,  if o t h e r  c r e d i t  is 

not r e a d i l y  a v a i l a b l e  f r o m  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 s  at a rate of 

i n t e r e s t  less than the r a t e  of i n t e r e s t  w h i c h  the s t a t e a g r e e d  to pay on 

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

for the loan u n d e r  this c h a p t er ;

(2) m a k e  loans f r o m  the p u b l i c  u t i l i t y  r e v o l v i n g  loan f u n d  to 

a p u b l i c  u t i l i t y  to m e e t  s h o r t - t e r m  or i n t e r i m  c a p i t a l  ne e d s  b e f o r e  

r e c e i p t  b y  the p u b l i c  u t i l i t y  of federal loa n  funds;

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

l e n d i n g  i n s t i t u t i o n s  w h i c h  ma k e  loans to p u b l i c  u t i l i t i e s  in the s t a t e  

c o n c e r n i n g  p o l i c i e s ,  r e g u l a t i o n s  and p r o c e d u r e s  to c a r r y  out the p r o­

vis i o n s  of this c h a p t e r ;

(4) d e s i g n a t e  a g e n t s  and d e l e g a t e  po w e r s  to t h e m  as is n e c e s­

sary;

(5) r e q u i r e  b o n d s  and u n d e r t a k i n g s  from p e r s o n s  e m p l o y e d  by 

the d e p a r t m e n t  as in the c o m m i s s i o n e r ' s  j u d g m e n t  are n e c e s s a r y ,  a n d  p a y  

the p r e m i u m s  on  the b o n d s  and u n d e r t a k i n g s ;

(6) e s t a b l i s h  a m o r t i z a t i o n  p l a n s  as p r o v i d e d  in AS 4 2 . 0 8 . 0 4 0 .  

Sec. 4 2 . 0 8 . 0 3 0 .  E L I G I B I L I T Y  FOR LO A N S .  A public u t i l i t y  is e l i ­

gi b l e  for a loan  u n d e r  this c h a p t e r  if

(1) it is a p u b l i c  u t i l i t y  as d e f i n e d  in A S  4 2 . 0 5 . 7 0 1 ( 2 ) (A) -

(E),
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(2) at the tim e  of a p p l i c a t i o n  for a loa n  it is s e r v i n g  the

p u b l i c  u n d e r  a c e r t i f i c a t e  of p u b l i c  c o n v e n i e n c e  and n e c e s s i t y  i s s u e d  by

t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n ;

(3) in the j u d g m e n t  of the d e p a r t m e n t

(A) th e  p u b l i c  u t i l i t y  shows a d e f i n i t e  p o t e n t i a l  for 

p r o v i d i n g  i m p r o v e d  or e x p a n d e d  s e r v i c e  in the c o m m u n i t y  or s e r v i c e  

a r e a  it s e r v e s ,  or o t h e r w i s e  r e q u i r e s  the f i n a n c i n g  to m a i n t a i n  

a d e q u a t e ,  e f f i c i e n t  a n d  s a f e  s e r v i c e;  a n d

(B) the u t i l i t y  wil l  be able to r e p a y  the loan.

Sec. 4 2 . 0 8 . 0 4 0 .  C O N D I T I O N S  AN D  L I M I T A T I O N S  ON  LOANS. (a) A l oan

t o  a p u b l i c  u t i l i t y  u n d e r  thi s  c h a p t e r  m a y  not e x c e e d  $ 1 , 0 0 0 , 0 0 0 .

(b) A l o a n  m a d e  u n d e r  t his c h a p t e r  s ha l l  be on terms a n d  c o n d i t i o n s  

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

n o t  e x c e e d  75 p e r c e n t  of the v a l u e  of the c o l l a t e r a l  o f f e r e d .

(c) A m o r t i z a t i o n  p l a n s  for the r e p a y m e n t  of a loa n  m a d e  u n d e r  this

c h a p t e r  m a y  n o t  e x c e e d  30 y e a r s .  T h e  rate of i n t e r e s t  c h a r g e d  o n  the 

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

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

th e  a p p l i c a t i o n  for the l o a n  u n d e r  t his c h a p t e r .

(d) U n l e s s  a lo a n  m a d e  un d e r  this c h a p t e r  is p a r t i c i p a t e d  in b y  a

f i n a n c i a l  i n s t i t u t i o n  as p r o v i d e d  in (e) of this s e c t i on ,  the l o a n  may 

no t  be m a d e  u n t i l  an i n v e s t i g a t i o n  a n d  an e c o n o m i c  f e a s i b i l i t y  s t u d y  is 

c o n d u c t e d  and, as a r e s u l t  of the i n v e s t i g a t i o n  and study, the d e p a r t­

me n t  d e t e r m i n e s  that the l o a n  is e c o n o m i c a l l y  sound, that the u t i l i t y  

w i l l  be f i n a n c i a l l y  s e l f - s u s t a i n i n g ,  and the loan w i l l  be f u l l y  a m o rtize? 

in a c c o r d a n c e  w i t h  the terras and c o n d i t i o n s  of the loan. Th e  e c o n o m i c  

feasibility s t u d y  s h a l l  be c o n d u c t e d  by the d e p a r t m e n t  s t a f f  or b y  

consultants, engineers or other technical e x p e r t s  a p p r o v e d  by the d e p a r t­

ment. To facilitate its determination of e c o n o m i c  feasibility, a n d  its
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d e t e r m i n a t i o n  of the a b i l i t y  of the u t i l i t y  to be fully s e l f - s u s t a i n i n g  

a n d  to a m o r t i z e  the loan, the d e p a r t m e n t  shall r e q u i r e  the a p p l i c a n t  for 

a loa n  u n d e r  this c h a p t e r  to f u r n i s h  the systems studies, l o n g - r a n g e  

e c o n o m i c  f o r e c a s t s ,  f i n a n c i a l  data, and t e c h n i c a l  i n f o r m a t i o n  that the 

d e p a r t m e n t  c o n s i d e r s  neces s a r y .

(e) If a loan u n d e r  this c h a p t e r  is p a r t i c i p a t e d  in b y  a financial 

i n s t i t u t i o n  in an a m o u n t  not less than 20 p e rc e n t  of the t o t al  amount of 

the loan, the d e p a r t m e n t  m a y  ac c e p t  the i n v e s t i g a t i o n  and e c o n o m i c  

f e a s i b i l i t y  s t u d y  m a d e  or a c c e p t e d  by the f in ancial i n s t i t u t i o n  as a 

b a s i s  for its p a r t i c i p a t i o n .

(f) If a f i n a n c i a l  i n s t i t u t i o n  p a r t i c i p a t e s  in a l o a n  made u n d e r  

this chapter, it m a y  elect to a d m i n i s t e r  and service the loan for a 

r e a s o n a b l e  fee not e x c e e d i n g  o n e - h a l f  of one percent.

(g) T h e  s t a t e  and the p a r t i c i p a t i n g  f i n ancial i n s t i t u t i o n  shall 

e a c h  have a lien on the c o l l a t e r a l  or s h a r e the c o l l a t e r a l  to the extent 

of their r e s p e c t i v e  parts of the total loan to a public u t il i t y .

Sec. 4 2 . 0 8 . 0 5 0 .  A D M I N I S T R A T I O N .  M o n e y  loaned u n d e r  this c h a p t e r  

s hall be d e l i v e r e d  to the b o r r o w e r  in the form of a w a r r a n t  drawn on the 

treasury, an d  c h a r g e d  a g a i n s t  the pu b l i c  u t i l i t y  r e v o l v i n g  loan fund. 

U p o n  r e p a y m e n t  of loans in a c c o r d a n c e  w i t h  the p r e s c r i b e d  terms, or upon 

l i q u i d a t i o n  by f o r e c l o s u r e  or o t h e r  process, or upo n  r e c e i p t  of interest 

or other r e v enue, the m o n e y  r e c e i v e d  shall be turned o v e r  to the c o m m i s­

sio n e r  of r e v e n u e  for d e p o s i t  in the p u b l i c  u t i l i t y  r e v o l v i n g  loan fund.

Sec. 4 2 . 0 8 . 0 6 0 .  S A L E  OR T R A N S F E R  O F  NOTES, M O R T G A G E S  AND O T H E R  

CO L L A T E R A L .  (a) T h e  c o m m i s s i o n e r  may sell or t r a n s f e r  at par value or 

at a p r e m i u m  or d i s c o u n t  to a b a n k  or p r i v a t e  p u r c h a s e r  for cash or 

o t h e r  c o n s i d e r a t i o n  the notes, m o r t g a g e s  and c o l l a t e r a l  h e l d  by the 

d e p a r t m e n t  as s e c u r i t y  for loans ma d e  u n d e r  this c h a pt e r .

(b) T h e  c o m m i s s i o n e r  may sell or t r a n s f e r  at par v a l u e  to the

-4- SB 567



D e p a r t m e n t  of R e v e n u e  the notes, m o r t g a g e s  and o t h e r  colla t e r al  h e l d  by 

the Depar t me n t  of C o mmerce a n d  E c o n o m i c  De v e l o p m e n t  as s e c u r i t y  for 

loans made under this chapter. The D e p a r t m e n t  of R e v e n u e  may p u r c h a s e  

the notes, m o r t g a g e s  and other c o l l a t e r a l  so offered, a l l o w i n g  the 

D e p a r t m e n t  of C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t  a o n e - h a l f  of one p e r c e n t  

s e r v i c e  fee.

Sec. 4 2 .0 8 . 0 7 0 .  G U A R A N T E E S  OF LOANS BY O T H E R S  A UTHORIZED. The 

c o m m i s s i o n e r  m a y  enter into a g r e e m e n t s  wit h  o th e r  state d e p a r t m e n t s  and 

agencies, p r i v a t e  banks, o ther lending i n s t itutions, and i n d i v i d u a l s  for 

the purpose of g u a r a n t e e i n g  loans m a d e  to q u a l i f i e d  public u t i l i t i e s .

Th e  g u a r a n t e e s m a y  not exceed 90 p e r c e n t  of the amount loaned and  the 

loans shall be s e c u r e d  in the same m a n n e r  as p r o v i d e d  for di r e c t loans 

u n d e r  this c h a pter. A loan made u n d e r  this c h a p t e r  and g u a r a n t e e d  b y  

the state shall b ear an interest rat e  on the u n p a i d  b a l a n c e  not e x c e e d i n g  

the rate of i n t e r e s t  which the s t at e  a g r e e d  to pay on the most r e c e n t  

general o b l i g a t i o n  bonds issued b e f o r e  the a p p l i c a t i o n  for the loan.

Sec. 4 2 . 0 8 . 0 8 0 . PR O C E E D I N GS  A N D  REGUL A T I O N S .  T he  A d m i n i s t r a t i v e  

Pro ce d u r e  Act (AS 44.62) gove r n s all p r o c e e d i n g s ,  and the a d o p t i o n  of 

regulations, u n d e r  this chapter.

Sec. 4 2 . 0 8 . 0 9 0 . DEFINITIONS. In this c h a p t e r

(1) " c o m m i s s i o n e r "  m e a n s  the c o m m i s s i o n e r  of c o m m e r c e  an d 

ec o n o m i c  d e v e l op m e n t ;

(2) "d e p a r t m e n t "  m eans 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

mic Devel opment.

* Sec. 3. This  Act takes eff e c t  J u l y  1, 1980.


