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5 A  B I L L

6 F o r  a n  Act e n t i t l e d :  " A n  A c t  e s t a b l i s h i n g  t he S m a l l  B u s i n e s s  L o a n  G u a r a n -

7 t ee P r o g r a m ;  a n d  p r o v i d i n g  f or an e f f e c t i v e  d a t e . "

8 B E  IT E N A C T E D  B Y  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 :

9 * S e c t i o n  1. A S  4 4 . 8 8  is a m e n d e d  by  a d d i n g  n e w  s e c t i o n s  to  read:

10 A R T I C L E  5. S M A L L  B U S I N E S S  L O A N  G U A R A N T E E  P R O G R A M .

11 Sec. 4 4 . 8 8 . 3 1 0 .  S M A L L  B U S I N E S S  L O A N  G U A R A N T E E  FUND. T h e  s m a l l

12 b u s i n e s s  l o a n  g u a r a n t e e  f u n d  is e s t a b l i s h e d  in  t h e  a u t h o r i t y  f r o m

13 a p p r o p r i a t i o n s  f or t he p u r p o s e .  S u b j e c t  to r e q u i r e m e n t s  o f  A S  4 4 . 8 8 . -

14 310 - 4 4 . 8 8 . 3 8 0 ,  th e  a u t h o r i t y  m a y  u s e  m o n e y  in  the f u n d  to  g u a r a n t e e

15 loans to s m a l l  b u s i n e s s e s .

16 Sec. 4 4 . 8 8 . 3 2 0 .  A P P L I C A N T  Q U A L I F I C A T I O N S .  (a) T o  q u a l i f y  to

17 a p p l y  f or a l oan g u a r a n t e e  u n d e r  A S  4 4 . 8 8 . 3 1 0  - 4 4 . 8 8 . 3 8 0  a n  a p p l i c a n t

18 m u s t  be a s i n g l e  p r o p r i e t o r s h i p ,  c o r p o r a t i o n ,  firm, p a r t n e r s h i p ,  or

19 o t h e r  a s s o c i a t i o n  o r g a n i z e d  in a n y  m a n n e r  fo r  any b u s i n e s s  p u r p o s e s ,

20 o t h e r  t h a n  o n  a n o n p r o f i t  basis, w i t h  a g r o s s  i n c o m e  of $ 1 0 , 0 0 0 , 0 0 0  or

21 less f or its a n n u a l  r e p o r t i n g  p e r i o d  e n d i n g  i m m e d i a t e l y  b e f o r e  the

22 dat e  of a p p l i c a t i o n  f o r  t he loa n  g u a r a n t e e .  T h e  a u t h o r i t y  m a y  estab-

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

24 q u a l i f i c a t i o n s  m a y  v a r y  d e p e n d i n g  u p o n  t h e  t y p e  of b u s i n e s s  t he appli-

25 cant is e n g a g e d  in.

26 (b) T o  a p p l y  f o r  a loan g u a r a n t e e  a n  a p p l i c a n t  m u s t  p r o v i d e  an

27 e c o n o m i c  a n d  f i n a n c i a l  f e a s i b i l i t y  a n a l y s i s  p r e p a r e d  b y  a  p e r s o n

28 a c c e p t a b l e  to  t he a u t h o r i t y  t o g e t h e r  w i t h  o t h e r  i n f o r m a t i o n  r e q u i r e d

29 by the a u t h o r i t y .
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1 Sec. 44.88.330. P O W E R S  OF T H E  A U T H O R I T Y .  The a u t h o r i t y  m a y

2 (1) d e s i g n a t e  a g e n t s  a nd d e l e g a t e  p o wers n e c e s s a r y  to

3 i m p l ement AS 4 4 . 8 8 . 3 1 0  - 4 4 . 8 8 . 3 8 0 ;

4 (2) adopt r e g u l a t i o n s  to i m p l e m e n t  AS 4 4 . 8 8 . 3 1 0  - 4 4 . 8 8 . -

5 380;

6 (3) e s t a b l i s h  terms a nd c o n d i t i o n s  for loa n  g u a r a n t e e s

7 subject to the r e q u i r e m e n t s  of A S  4 4 . 8 8 . 3 1 0  - 44.88.380;

8 (4) m a k e  and e x e c u t e  c o n t r a c t s  and o t h e r  i n s t r u m e n t s  to

9 implement AS 4 4 . 8 8 . 3 1 0  - 4 4 . 8 8 . 3 8 0 ;

10 (5) a c q u i r e  r eal or p e r s o n a l  p r o p e r t y  by pu r c h a s e ,  trans-

11 fer, or f o r e c l o s u r e  w h e n  the a c q u i s i t i o n  is n e c e s s a r y  to p r o t e c t  an

12 interest in the fund; and

13 (6) e x e r c i s e  any o t h e r  p o w e r  n e c e s s a r y  to i m p l e m e n t  A S  44.-

14 88.310 - 44.88.380.

15 Sec. 44.88.340. C O N D I T I O N S  OF  L O A N  GUA R A N T E E S .  (a) T h e  a u thor-

16 ity m ay g u a r a n t e e  a l oan u n d e r  A S  4 4 . 8 8 . 3 1 0  - 4 4 . 8 8 . 3 8 0  if the

17 (1) loan is c o m m e r c i a l l y  r e a s o n a b l e ,  s e c u r e d  by  a d e q u a t e

18 collateral, a nd the net c a s h  f l o w  f r o m  the b o r r o w e r  p r o v i d e s  a d e q u a t e

19 c o v erage for the debt s e r v i c e  o n  the loan;

20 (2) t e r m  of t he l o a n  does not e x c e e d  25 years;

21 (3) l oan is o r i g i n a t e d  w i t h  a n d  s e r v i c e d  by a s t a t e  or

22 f e d e rally c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n ;

23 (4) p o r t i o n  of the l o a n  n ot g u a r a n t e e d  by the a u t h o r i t y  is

24 h eld by the o r i g i n a t i n g  f i n a n c i a l  i n s t i t u t i o n  o r  a n o t h e r  f i n a n c i a l

25 i n s t i t u t i o n  a p p r o v e d  by  the a u t h o r i t y ;  a nd

26 (5) loan is m a d e  to a s m all b u s i n e s s  w i t h  a m a j o r i t y  inter-

27 est h e l d  by s t a t e  r e s i dents.

28 (b) T h e  a u t h o r i t y  m a y  p r o v i d e  a g u a r a n t e e  f r o m  the f u n d  f or up

29 to 90 p e r c e n t  of a l o a n  that d o e s  not e x c e e d  $ 5 0 0 , 0 0 0  a nd fo r  u p  to 70
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p e r c e n t  o f  a l o a n  t h a t  is g r e a t e r  t h a n  $ 5 0 0 , 0 0 0 .  T h e  r a t i o  of  the 

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

same o v e r  th e  t e r m  of  t he loan.

(c) T h e  a u t h o r i t y  m a y  n ot g u a r a n t e e

(1) a l o a n  tha t  is u s e d  to r e f i n a n c e  e x i s t i n g  d e b t ;

(2) the p a y m e n t  of  i n t e r e s t  o n  th e  g u a r a n t e e d  p o r t i o n  of  a

loan;

(3) a l o a n  t h a t  e x c e e d s  $ 2 , 0 0 0 , 0 0 0 ;  o r

(4) l o a n s  to a b o r r o w e r  t h a t  c u m u l a t i v e l y  e x c e e d  $ 2 , 0 0 0 , 0 0 0  

in p r i n c i p a l  o u t s t a n d i n g  at any time.

(d) At the i n c e p t i o n  of a l o a n  g u a r a n t e e d  u n d e r  A S  4 4 . 8 8 . 3 1 0  -

4 4 . 8 8 . 3 8 0  the a u t h o r i t y  s h a l l  c h a r g e  t h e  b o r r o w e r  a  fee n o t  to e x c e e d

one p e r c e n t  of t h e  p r i n c i p a l  a m o u n t  of t h e  g u a r a n t e e d  p o r t i o n  o f  the 

loan.

Sec. 4 4 . 8 8 . 3 5 0 .  D E F A U L T  O R  F O R E C L O S U R E .  (a) P a y m e n t s  r e c e i v e d  

t o w a r d  s a t i s f a c t i o n  of a d e f a u l t  o n  a l o a n  g u a r a n t e e d  u n d e r  A S  4 4 . 8 8 . -

310 - 4 4 . 8 8 . 3 8 0  s h a l l  be  a l l o c a t e d  b e t w e e n  the l e n d e r  a n d  t h e  f u n d

a c c o r d i n g  to the g u a r a n t e e d  p e r c e n t a g e  of  the l o a n  u n t i l  t h e  p r i n c i p a l  

b a l a n c e  h as b e e n  r e paid.

(b) T h e  a u t h o r i t y  s h all d i s p o s e  of  p r o p e r t y  a c q u i r e d  t h r o u g h

d e f a u l t  o r  f o r e c l o s u r e  of a  l o a n  g u a r a n t e e d  u n d e r  A S  4 4 . 8 8 . 3 1 0  - 

4 4 . 8 8 . 3 8 0 .  D i s p o s a l  s h a l l  be m a d e  i n  a  m a n n e r  t h a t  s e r v e s  t h e  b e s t

i n t e r e s t  of the state, a nd m a y  i n c l u d e  the a m o r t i z a t i o n  o f  p a y m e n t s  

o v e r  a p e r i o d  of  y e a r s .

Sec. 4 4 . 8 8 . 3 6 0 .  S P E C I A L  A C C O U N T  E S T A B L I S H E D .  (a) T h e r e  is

e s t a b l i s h e d  as a s p e c i a l  a c c o u n t  w i t h i n  the f u n d  t h e  f o r e c l o s u r e  

e x p e n s e  a c c ount. T h i s  a c c o u n t  is e s t a b l i s h e d  as a r e s e r v e  f r o m  f u n d  

e q u i t y .

(b) T h e  a u t h o r i t y  m a y  e x p e n d  m o n e y  c r e d i t e d  to t h e  f o r e c l o s u r e
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e x p e n s e  a c c o u n t  w h e n  n e c e s s a r y  to p r o t e c t  t h e  s t a t e ' s  s e c u r i t y  i n t e r­

est  i n  c o l l a t e r a l  o n  l o a n s  g u a r a n t e e d  u n d e r  A S  4 4 . 8 8 . 3 1 0  - 4 4 . 8 8 . 3 8 0

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

d e f a u l t .

Sec. 4 4 . 8 8 . 3 7 0 .  P R E R E Q U I S I T E  F O R  O T H E R  L O A N S .  N o t w i t h s t a n d i n g  

o t h e r  p r o v i s i o n s  of  law, a  s m a l l  b u s i n e s s  t h a t  q u a l i f i e s  u n d e r  A S  4 4.- 

8 8 . 3 2 0  to  r e c e i v e  a l o a n  g u a r a n t e e  u n d e r  A S  4 4 . 8 8 . 3 1 0  - 4 4 . 8 8 . 3 8 0  is

r e q u i r e d  to a p p l y  for a l o a n  g u a r a n t e e  b e f o r e  it m a y  a p p l y  f o r  a 

d i r e c t  l o a n  of s t a t e  m o n e y  u n d e r  a n y  o t h e r  s t a t e  l o a n  p r o g r a m .  O n l y  

a f t e r  a n  a p p l i c a t i o n  f o r  t h e  g u a r a n t e e  of a l o a n  to  be  u s e d  f or a 

p a r t i c u l a r  p u r p o s e  is r e j e c t e d  m a y  a s m a l l  b u s i n e s s  a p p l y  f o r  a  d i r e c t  

s t a t e  l o a n  fo r  tha t  p u r p o s e .

Sec. 4 4 . 8 8 . 3 8 0 .  D E F I N I T I O N .  In A S  4 4 . 8 8 . 3 1 0  - 4 4 . 8 8 . 3 8 0 ,  " f u n d "  

m e a n s  t h e  s m all b u s i n e s s  l o a n  g u a r a n t e e  f u n d  e s t a b l i s h e d  u n d e r  A S  44. -  

8 8 . 3 1 0 .

* Sec. 2. T h i s  Act t a k e s  e f f e c t  i m m e d i a t e l y  in  a c c o r d a n c e  w i t h  A S  01. -  

1 0 . 0 7 0 ( c ) .
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