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1 IN THE SENATE BY T HE  FINANCE COMMITTEE

2 CS FOR SENATE BILL NO. 471 (Finance) am

3 IN THE L EGI SLATURE OF THE STATE OF A L A S K A

4 FIFTEENTH LEGISLATURE - SECOND SESSION

5 A  B I L L

6 For an Act entitled: "An Ac t establishing a progr am  in the Alaska Indus-

7 trial Development and Export A u t h o r i t y  to guarantee

8 business loans, and limiting the Authority's ability

9 to issue bonds; and providing for an effective date."

10 BE IT ENACTED BY  THE LEGISL ATU RE  OF T H E  STATE OF ALASKA:

11 * Section 1. AS 44.88.090 is amended by adding a n e w  subsection to

12 read:

13 (i) After January 1, 1990, the authority may  not issue bonds

14 without securing the p r i o r  approval of the legislature.

15 * Sec. 2. AS 44.88 is amended by adding new sections to read:

16 ARTICLE 6A. BUSINESS ASSISTANCE PROGRAM.

17 Sec. 44.88.500. BUSINESS ASSISTANCE FUND. (a) The business

18 assistance fund is established in the authority from money in the

19 a u t h o r i t y '8 reserves designated by the au thority for the purpose.

20 Subject to the requirements of AS 44.88.500 - 44.88.599, the authority

21 may use money in the fund

22 (1) to guarantee n e w  loans; and

23 (2) to guarantee loans made to ref inance existing loans.

24 (b) The h ol d e r  of a debt instrument for a loan guaranteed by the

25 authority does not hav e recourse to the assets of the authority beyond

26 those designated b y  the authority from its reserves for the purpose.

27 Sec. 44.88.505. QUALIFICATIONS OF A P P L I C A N T  F O R  NEW LOA N GUARAN-

28 TEE. (a) A  business enterprise may apply for a n e w  loan guarantee

29 u nder AS 44.88.500(a)(1).
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1 (b) The authority m a y  e s t a b l i s h  add it i o n a l  applicant qualifica-

2 tions b y  regulation. T h e s e  qu a l i f i c a t i o n s  m a y  var y d e p e n d i n g  u p o n  the

3 type of business the ap plicant is e n ga ge d in.

4 Sec. 44.88.510. A P P L I C A T I O N  FOR N E W  L O A N  GUARANTEE. A n  appli-

5 cant f o r  a n e w  loan g u a r a n t e e  shall p r o v i d e  i n f o r m a t i o n  that the

6 a u t h o r i t y  may  require by regulation. Th e a uthority m a y  requi re  sub-

7 m i s s i o n  of a h  economic be n e f i t  analysis p r e p a r e d  by a p e r s o n  accept-

8 able to the authority.

9 Sec. 44.88.515. Q U A L I F I C A T I O N S  O F  A P P L I C A N T  F O R  DE B T  R E F I N AN CI NG

10 GUARANTEE. A  business e n t e r p r i s e  m a y  a p p l y  u n d e r  AS 44.88 .5 00 (a) (2 )

11 to gua ra nt ee  the re f i n a n c i n g  of e x i s t i n g  debt.

12 Sec. 44.88.520. A P P L I C A T I O N  FOR  D E B T  R EF I N A N C I N G  GUARANTEE. A n

13 a pplicant for a debt r e f i n a n c i n g  gu a r a n t e e  shall p r o v i d e  the informa-

14 t i o n  that the authority m a y  r e q ui re  by regulation.

15 Sec. 44.88.525. C O N D I T I O N S  OF D E B T  R E F I N ANC IN G GUARANTEE. The

16 a u t ho ri ty may  not g u a ra nte e r e f i n a n c e d  debt

17 (1) unless the r e f i n a n c i n g

18 (A) is n e c e s s a r y  to e x t e n d  substa nti al  debt pa yments

19 ov e r  a longer p e r i o d  of time, t h e r e b y  im proving the applicant's

20 net cash flow and w o r k i n g  capital p o s i t i o n  consi st en t w i t h  the

21 useful life of the assets b e i n g  refinanced;

22 (B) a ss is ts w i t h  s h o r t - t e r m  debt or ca s h  exp en dit ur es

23 w h e n  lenders will not e x t e n d  re as o n a b l e  longer terms to the

24 applicant; and

25 (C) c r ea te s ad di t i o n a l  economic o p p o rt uni ty  o r  im-

26 proves the v i a b i l i t y  of the b o r r o w e r  rather than just r ed u c i n g

27 the liability of the lender; or

28 (2) unless the r e f i n a n c i n g  is n e c ess ar y to p l a c e  a perma-

29 n en t  loan subsequent to an  i n t e r i m  lo a n  for f in a n c i n g  con st r u c t i o n  of
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Sec. 44.88.530. A P P L I C A B I L I T Y  O F  PROVISIONS. A S  4 4.88.535 -

4 4 . 8 8 . 5 6 0  a p p l y  to

(1) n e w  loan guarant ee s u n d e r  AS 44.88. 500 (a )( 1) ; and

(2) debt r e f i n anc in g g u a r a n t e e s  u n d e r  AS 44.88.500(a)(2).

Sec. 44.88.535. C ON DIT IO NS  OF  L O A N  GUARANTEE. (a) The a u t h o r­

ity m a y  gu a r a n t e e  a loan u n d e r  A S  44 . 8 8 . 5 0 0  - 4 4.88.599 if the

(1) loan is c om me r c i a l l y  reasonable, contains a m o r t i z a t i o n

p r o v i s i o n s  sati sf ac tor y to the authority, is secured by a de qu ate

c o l l at er al , and  the net cash fl o w  fr o m  the b o r r o w e r  pr ovides ad eq u a t e  

c o v e r a g e  for  the debt service o n  the loan;

(2) t erm of the loan  does not e x c e e d  20 years;

(3) loan is o r i g i n a t e d  w i t h  and s er vi c e d  by a state c h a r­

te r e d  o r  f e d e ra lly  cha rte re d f i n a n c i a l  institution;

(4) p o r t i o n  of the l oan not g u a r a n t e e d  by the a u t hor it y is

h e l d  by the o r i g in ati ng  fi nancial i n s t i t u t i o n  or a n oth er  f inancial 

i n s t i t u t i o n  appro ved  by the authority;

(5) loan is made to a bu siness w i t h  a ma jor i t y  interest

h e l d  by s ta te  residents; and

(6) loan guarantee pr ov i d e s  a b e ne fit  to the borrower.

(b) Th e a uthority ma y p r o v i d e  a g u a ra nt ee  from the fund for u p

to 70 pe r c e n t  of a loan that qu a l i f i e s  u n d e r  AS 4 4.88.500 - 44.88.599.

T h e  r a ti o of the guarantee to the o u t s t a n d i n g  prin ci pal  of the loan 

m a y  not in cre as e ove r the t e r m  of the loan.

(c) Th e authority m a y  no t gua ra nt ee the payment of interest o n  

the  g u a r a n t e e d  p o r t i o n  of a loan.

Sec. 44.88.540. L I M I T A T I O N S  OF G U A R A N T E E S  F R O M  THE  FUND. T h e  

a u t h o r i t y  ma y not guarantee

(1) a total of m o r e  t h a n  $ 5 0 , 0 00 ,0 00 of loans;

th e project.
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(2) more t h a n  $25,000,000 of loans in w h i c h  the amount of 

the loan guarantee exceeds $500,000.

Sec. 44.88.545. LIMITATIONS OF GUARANTEES W I T H  RESPECT TO B O R­

ROWERS. Th e authority may not guarantee

(1) a loan of more tha n $1,000,000;

(2) loans to an individual b o r r o w e r  that cumulatively 

exc e e d  $1,000,000 of indebtedness.

Sec. 44.88.550. INTEREST O N  GUARANTEED LOAN. The m a x i m u m  i nte r­

est rate o n  a loan g u ar an te ed by the authority is

(1) for a loan guarantee that exceeds 65 percent of the 

loan, one and one-half pe rcentage points above the prime rate on the 

day  the loan guarantee is made; and

(2) for a loan guarantee that is equal to or less than 65 

percent of the loan, two and three-quarters p e r cen ta ge  points above 

the prime rate on the day the loan guarantee is made.

Sec. 44.88.555. SERVICING OF G U AR AN TEE D LOANS. (a) The f i n a n­

cial institution that holds a loan guaranteed by the authority under 

AS  44.88.500 - 44.88.599 shall

(1) service the loan;

(2) e xe rcise di ligence in c o ll ect in g amounts due under the

loan; and

(3) comply wit h all requirements of the loan guarantee

a g r e e m e n t .

(b) Amounts r ec eived toward sati sf ac ti on of a default on a loan 

g ua ra nt ee d under A S  44.88.500 - 44.88.599 shall be allocated betw ee n 

the lender and the fund ac cording to the g u a r a n t e e d  percentage of the 

loan  u ntil the p ri ncipal balan ce has be e n  repaid.

Sec. 44.88.560. POWERS OF THE AUTHORITY. The authority may

(1) adopt regulations to implement AS 44 .88.500 -
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1 44.88.599;

2 (2) establish terms and conditions for loan guarantees and

3 refinancing agreements subject to the requirements of AS 44.88.500 -

4 44.88.599;

5 (3) make and execute contracts and other instruments to

6 implement AS 44.88.500 - 44.88.599;

7 (4) charge one percent of the amount guaranteed as a one

8 time fee for the service it provides under AS 44.88.500 - 44.88.599;

9 (5) acquire real or personal property by purchase, trans-

10 fer, or foreclosure w h e n  the acquisition is necessary to protect an

11 interest in the fund; and

12 (6) exercise any other power necessary to implement AS 44.-

13 88.500 - 44.88.599.

14 Sec. 44.88.570. DISTRIBUTION OF LOANS. The a ut hority shall

15 distribute guarantees of new loans and guarantees of loans made to

16 refinance existing loans under AS 44.88.500 - 44.88.599 to all regions

17 of the state in an equitable manner.

18 Sec. 44.88.599. DEFINITIONS. In AS 44.88.500 - 44.88.599

19 (1) "fund" means the business assistance fund established

20 under AS 44.88.500;

21 (2) "prime rate" means the lowest money center pr ime  rate

22 of interest that is published in the Wall Street Journal.

23 * Sec. 3. PROCEDURES GOVERNING PROGRAM REVIEW. (a) AS 44.66.050 and

24 44.66.060 apply to AS 44.88.500 - 44.88.599 (Business Assistance Program of

25 the Alaska Industrial Development and Export Authority).

26 (b) The Second Session of the Sixteenth Ala sk a State Legislature

27 shall conduct the legislative oversight proceedings required by (a) of this

28 section.

29 * Sec. 4. AS 44.88.500 - 44.88.599 are repealed July 1, 1991.

SB0471c -5- CSSB 471(Fin) am



1 * Sec. 5. This Act takes eff ect  ianedia te ly u n d e r  A S  01.10.070(c),

c
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