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BY T H E  L A B O R  AND
1 IN THE SENATE COM ME RC E CO M M I T T E E

2 H O US E CS F O R  CS FOR  SENATE B I L L  NO. 471 (L&C) an  H

3 IN THE L E G I S L A T U R E  OF THE STATE OF ALASKA

4 F IF TEENTH LEGI SL AT UR E - SECOND SESSION

5 A  BILL

6 For an Act entitled: "An Act esta bli sh in g a prog ram  in the A l a s k a  Indus-

7 trial D evelopment and Export authority to guar an tee

8 bu siness loans, and limiting the A u t h or it y' s ability

9 to issue bonds; and prov id ing  for an e f f e ct ive  date."

10 BE  IT ENACTED BY THE L E G I S L A T U R E  OF  THE STATE OF ALASKA:

11 * Section 1. AS 44 .88.090 is amended by adding a n e w  s u b s e c t i o n  to

12 read:

13 (i) After Janu ar y 1, 1990, the authority may not issue bonds,

14 other than refunding b o n d s , without securing the prior a ppr ov al  of the

15 legislature.

16 * Sec. 2. AS 44.88 is a me nd ed  by adding ne w sections to read:

17 ARTICLE 6A. BUSINESS ASSIST AN CE  PROGRAM.

18 Sec. 44.88.500. B USI N E S S  ASSIS TAN CE  FUND. (a) T h e  bus iness

19 assistance fund is e s t a bl is he d in the authority from m o n e y  in the

20 authority's reserves d es ign at ed  by the authority for the purpose.

21 Subject to the requ ir eme nt s of AS 44.88.500 - 44.88.599, the auth or ity

22 may use money in the fund

23 (1) to gu ara nt ee  new loans; and

24 (2) to g u a r an te e loans m ad e  to refinance e x i s t i n g  loans.

25 (b) The h o l d e r  of a debt instrument for a loan g u a r a n t e e d  b y  the

26 authority does not have  recourse to the assets of the au t h o r i t y  b e y o n d

27 those designated by the authority f rom its reserves for the purpose.

28 Sec. 44.88.505. QUALIFIC ATI ON S OF AP PLICANT F O R  N E W  L O A N  GUARAN-

29 TEE. (a) A  business enterprise ma y apply for a n e w  loan g u a ra nt ee
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1 u n d e r  AS 44.88. 50 0(a )( 1) .

2 (b) The a u t h o r i t y  may  e s t a b l i s h  a d d i t i o n a l  applicant q u a l i f i c a -

3 t i ons  by regulation. T hese q u a l i f i c a t i o n s  m a y  vary d e p e n d i n g  u p o n  the

4 ty p e  of bus i n e s s  the applicant is e n g a g e d  in.

5 Sec. 44.88.510. A P P L I C A T I O N  F O R  N E W  L O A N  GUARANTEE. A n  appli-

6 c ant for a n e w  loan  g u a r ant ee  shall p r o v i d e  i nf o r m a t i o n  that the

7 a u t h o r i t y  m a y  r e q ui re by regulation. T h e  a u t h o r i t y  m a y  r e q u i r e  sub-

8 m i s s i o n  of an eco n o m i c  b ene fi t a na ly si s p r e p a r e d  by a p e r s o n  acce pt -

9 a b l e  to the authority.

10 Sec. 44.88.515. Q U A L I F I C A T I O N S  OF  A P P L I C A N T  F O R  DE B T  R E F I N A N C I N G

11 G U A RA NT EE . A  bu si n e s s  e n t e r p r i s e  m a y  a p p l y  un de r AS 4 4 . 8 8 . 5 0 0 ( a ) ( 2 )

12 to gu a r a n t e e  the r e f i n a n c i n g  of e x i s t i n g  debt.

13 Sec. 44.88.520. A P P L I C A T I O N  F O R  D E B T  R E F I N A N C I N G  G UA RA N T E E .  An

14 a p p l i c a n t  for a deb t r e f i n a n c i n g  g u a r a n t e e  shall p r o v i d e  the  informa-

15 t i o n  that the a u t h or it y m a y  r eq ui re by regulation.

16 Sec. 44.88.525. C O N D I T I O N S  OF D E B T  R E F I N A N C I N G  G UA RA N T E E .  The

17 a u t h o r i t y  m a y  not g u a ra nte e r e f i n a n c e d  d e b t

18 (1) un l e s s  the r e f i n a n c i n g

19 (A) is n e c e s s a r y  to e x t e n d  sub st an ti al d e b t  p a y m e n t s

20 ov e r  a lo ng er p e r i o d  of time, t h e r e b y  i m p ro vi ng  the a p p l i c a n t ' s

21 net ca s h  flo w  and w o r k i n g  c a p it al  p o s i t i o n  c on si s t e n t  w i t h  the

22 use f u l  life of the assets b e i n g  r e f i na nce d;

23 (B) assists w i t h  s h o r t - t e r m  debt o r  cash e x p e n d i t u r e s

24 w h e n  lenders will not e x t e n d  r e a s o n a b l e  lon ge r t e r m s  to the

25 applicant; and

26 (C) creates a d d i t i o n a l  e con o m i c  o p p o r t u n i t y  o r  im-

27 pr o v e s  the v i a b i l i t y  of the b o r r o w e r  ra t h e r  t ha n  j u s t  r e d u c i n g

28 the l i a b i l i t y  of the lender; or

29 (2) unl es s the r e f i n a n c i n g  is n e c e s s a r y  to p l a c e  a
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1 p er manent loan subseq ue nt  to an  i n t e r i m  loan for financing

2 c o ns tr uct io n of the project.

3 Sec. 44 .88.530. A P P L I C A B I L I T Y  OF  PROVISIONS. AS 4 4.88.535 -

4 44 .88.560 ap pl y to

5 (1) n e w  loan g u a r a n t e e s  u n d e r  AS 44.88.500(a)(1); and

6 (2) debt r e f i n a n c i n g  g u a r a n t e e s  under AS 44.88.500(a)(2).

7 Sec. 44.88.535. C O N D I T I O N S  O F  L O A N  GUARANTEE. (a) T he  author-

8 ity may  g u a r an te e a loan u n d e r  AS 4 4 . 8 8 . 5 0 0  - 44.88.599 if the

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

10 p rovisions sa ti sf a c t o r y  to the authority, is secur ed  by adequate

11 c o l l a t e r a l a n d  the net c a s h  flow fro m the borrower provides adequate

12 coverage for the debt s e r vic e o n  the loan;

13 (2) te r m  of the loan doe s not exceed 20 years;

&
14 (3) loan  is o r i g i n a t e d  w i t h  and serviced by a state char-

15 tered or fede ral ly  c h a r t e r e d  fi na nc ia l institution;

16 (4) p o r t i o n  of the loan not guaranteed b y  the aut ho rit y is

17 held by the o r i g i n a t i n g  f i n a nci al  instit uti on  or another financial

18 institution a ppr o v e d  by the authority;

19 (5) loan is m a d e  to a bus i n e s s  with a m aj ori ty  interest

20 held by state residents; and

21 (6) loan g u a ra nt ee p r o v i d e s  a benefit to the borrower.

22 (b) T he  auth or it y m a y  p r o v i d e  a guarantee f r o m  the f und for up

23 to 70 p e rc en t of a loan that q u a l i f i e s  under AS 44. 88 .5 00 - 44.88.599.

24 The ratio of the gu a r a n t e e  to the o uts ta nd in g p rincipal of the loan

25 may not increase over the term of the loan.

26 (c) Th e a u t h ori ty  m a y  not gu a r a n t e e  the payment of interest on

27 the g ua ra n t e e d  p o r t i o n  of a loan.

28 Sec. 44.88.540. L I M I T A T I O N S  OF GUARANTEES F R O M  THE FUND. The

29 authority m a y  not g u a ra nt ee
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1 (1) a total of more than $50,000,000 of loans;

2 (2) more than $25,000,000 of loans in w hic h the amount of

3 the loan guarantee exceeds $500,000.

4 Sec. 44.88.545. LIMITATIONS OF GUARANTEES W ITH RESPECT TO BOR-

5 ROWERS. The authority may not guarantee

6 (1) a loan of more than $1,000,000;

7 (2) loans to an individual borrower that cumulatively

8 exceed $1,000,000 of indebtedness.

9 Sec. 44.88.550. INTEREST ON GUARANTEED LOAN. The m a x i m u m  inter-

10 est rate on a loan guaranteed by the authority is

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

12 loan, one  and one-half percentage points above the prime rate on the

13 day the loan guarantee is made; and

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

15 percent of the loan, two and three-quarters percentage points above

16 the pri me  rate on the day the loan guarantee is made.

17 Sec. 44.88.555. SERVICING OF GUARANTEED LOANS. (a) The finan-

18 cial institution that holds a loan guaranteed by the authority under

19 AS 44.88.500 - 44.88.599 shall

20 (1) service the loan;

21 (2) exercise diligence in collecting amounts due under the

22 loan; and

23 (3) comply w i t h  all requirements of the loan guarantee

24 a g r e e m e n t .

25 (b) Amounts received toward satisfaction of a default on a loan

26 g u ar an te ed under AS 44.88.500 - 44.88.599 shall be allocated between

27 the lender and the fund according to the guaranteed percentage of the

28 loa n until the principal balance has been  repaid.

29 Sec. 44.88.560. POWERS OF THE AUTHORITY. The authority may
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o
1 (1) 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  A S  4 4 . 8 8 . 5 0 0  • 4 4 . 8 8 . -

2 599;

3 (2) e s t a b l i s h  t e r m s  a nd c o n d i t i o n s  f o r  l o a n  g u a r a n t e e s  a nd

4 r e f i n a n c i n g  a g r e e m e n t s  s u b j e c t  to t he r e q u i r e m e n t s  of  A S  4 4 . 8 8 . 5 0 0  -

5 4 4 . 8 8 . 5 9 9 ;

6 (3) m a k e  a n d  e x e c u t e  c o n t r a c t s  a n d  o t h e r  i n s t r u m e n t s  to

7 i m p l e m e n t  A S  4 4 . 8 8 . 5 0 0  - 4 4 . 8 8 . 5 9 9 ;

8 (4) c h a r g e

9 (i) o n e  p e r c e n t  of  the a m o u n t  g u a r a n t e e d  f or t h e

10 s e r v i c e  it p r o v i d e s  u n d e r  A S  4 4 . 8 8 . 5 0 0  - 4 4 . 8 8 . 5 9 9 ;  and

11 (ii) a n y  o t h e r  r e a s o n a b l e  f e e  t h a t  t h e  a u t h o r i t y

12 m a y  e s t a b l i s h  b y  r e g u l a t i o n ;

< )  13 (5) a c q u i r e  r e a l  or p e r s o n a l  p r o p e r t y  b y  p u r c h a s e ,  t r a n s -

14 fer, o r  f o r e c l o s u r e  w h e n  t he a c q u i s i t i o n  is n e c e s s a r y  t o  p r o t e c t  a n

15 i n t e r e s t  in the fund; a n d

16 (6) e x e r c i s e  a n y  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. -

17 8 8 . 5 0 0  - 44 . 8 8 . 5 9 9 .

18 Sec. 4 4 . 8 8 . 5 7 0 .  D I S T R I B U T I O N  O F  L O A N S .  T h e  a u t h o r i t y  s h a l l

19 d i s t r i b u t e  g u a r a n t e e s  o f  n e w  loans a n d  g u a r a n t e e s  o f  l o a n s  m a d e  to

20 r e f i n a n c e  e x i s t i n g  l o a n s  u n d e r  A S  4 4 . 8 8 . 5 0 0  - 4 4 . 8 8 . 5 9 9  t o  a l l  r e g i o n s

2 1  of the s t a t e  in  an  e q u i t a b l e  m a n ner.

22  Sec. 4 4 . 8 8 . 5 9 9 .  D E F I N I T I O N S .  I n  A S  4 4 . 8 8 . 5 0 0  - 4 4 . 8 8 . 5 9 9

23 (1) " f u n d "  m e a n s  the b u s i n e s s  a s s i s t a n c e  f u n d  e s t a b l i s h e d

24 u n d e r  A S  4 4 . 8 8 . 5 0 0 ;

25 (2) " p r i m e  r a t e "  m e a n s  t h e  l o w e s t  m o n e y  c e n t e r  p r i m e  r a t e

26 of  i n t e r e s t  that is p u b l i s h e d  in  t he W a l l  S t r e e t  J o u r n a l .

27 * Sec. 3. PROCEDURES GOV ERN IN G PROGR AM  REVIEW. (a) AS  4 4. 6 6 . 0 5 0  and

28 44.66.060 apply to AS 44 . 8 8 . 5 0 0  - 44.88.599 (Business A s s i s t a n c e  P r og ra m ofo
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1 the A l a s k a  Indust ria l D e v e l op me nt  and E x p o r t  A u t h o r it y).

2 (b) T h e  Second S e ss io n of the S i x t e e n t h  A l a s k a  State L e g i s l a t u r e

3 shall c o n d u c t  the le gi sla ti ve  o ve rsight p r o c e e d i n g s  r eq uired by (a) of this

4 section.

5 *  Sec. 4. AS 44 . 8 8 . 5 0 0  - 44. 88 .59 9 are r e p e a l e d  July 1, 1991.

6 *  Sec. 5. This A c t  takes effect i m m e d i a t e l y  u n d e r  AS  01.10.070(c).

c

c
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