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I n t r o d u c e d :  1 / 1 7 / 8 3
R e f e r r e d :  L a b o r  & C o m m e r c e  a n d  F i n a n c e

B Y  L I N D A U E R , F U R N A C E  A N D
1 IN T H E  H O U S E  B E T T I S W O R T H

2 H O U S E  B I L L  NO. 26

3 I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  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 h e  b u s i n e s s  r e f i n a n c i n g  a n d

7 e x p a n s i o n  l o a n  p r o g r a m  in t h e  A l a s k a  I n d u s t r i a l

8 D e v e l o p m e n t  A u t h o r i t y ;  a n d  p r o v i d i n g  f o r  ar, e f f e c t i v e

9 d a t e . "

10 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  O F  T H E  S T A T E  O F  A L A S K A :

11 * S e c t i o n  1. A S  3 7 . 1 3 . 1 2 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to

12 read:

13 (n) N o t w i t h s t a n d i n g  th e  o t h e r  p r o v i s i o n s  of this s e c t i o n ,  t h e

14 b o a r d  s h a l l  i n v e s t  u p  to 25 p e r c e n t  of t h e  as s e t s  of the c o r p o r a t i o n

15 to p u r c h a s e ,  on  the d a t e  o f f e r e d ,  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t

16 A u t h o r i t y  Bon ds ,  b e a r i n g  i n t e r e s t  o f  10 p e r c e n t ,  g u a r a n t e e d  by the

17 A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y ,  a n d  s e c u r e d  b y  loans m a d e

18 u n d e r  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  b u s i n e s s  r e f i n a n c i n g

19 an d  e x p a n s i o n  l o a n  p r o g r a m  (AS 4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0 ) .

20 * Sec. 2. AS 4 4 . 8 8  is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to read:

21 A R T I C L E  0. B U S I N E S S  R E F I N A N C I N G  A N D  E X P A N S I O N  L O A N  P R O G R A M .

22 Sec. 4 4 . 8 8  100. P R O G R A M  E S T A B L I S H E D ;  P U R P O S E  A N D  I N T E N T .  T h e

23 A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  b u s i n e s s  r e f i n a n c i n g  a n d

24 e x p a n s i o n  l o a n  p r o g r a m  is e s t a b l i s h e d  in the a u t h o r i t y .  T h e  p u r p o s e

25 of the b u s i n e s s  l oan p r o g r a m  is to e n a b l e  s t a t e  r e s i d e n t s  to r e f i n a n c e

26 e x i s t i n g  b u s i n e s s  d e b t  a n d  f i n a n c e  b u s i n e s s  e x p a n s i o n .  It is t h e

27 i n t e n t i o n  of the l e g i s l a t u r e  that b u s i n e s s  loans be m a d e  t h r o u g h  s t a t e

28 b a n k s  a n d  o t h e r  f i n a n c i a l  i n s t i t u t i o n s  w i t h o u t  u n n e c e s s a r y  i n v o l v e m e n t

29 of the a u t h o r i t y .
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1 Sec. 4 4 .8 8 . 3 1 0 .  P O W E R S  A N D  D U T I E S  O F  T H E  A U T H O R I T Y .  T h e  a u t h o r -

2 ity s h a l l  sell its b o n d s  to t h e  A l a s k a  p e r m a n e n t  f u n d  u n d e r  A S  3 7 . 1 3 . -

3 1 2 0 ^n) a n d  s h a l l  u s e  the b o n d  sale p r o c e e d s  to p u r c h a s e  b u s i n e s s  loans

4 u n d e r  the terms and  c o n d i t i o n s  set out in A S  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0 .

5 Sec. 4 4 .8 8 . 3 2 0 .  L O A N  P U R C H A S E  R E Q U I R E D .  S u b j e c t  o n l y  to the

6 a v a i l a b i l i t y  of funds f r o m  the s a l e  of b o n d s  to th e  A l a s k a  p e r m a n e n t

7 f u n d  u n d e r  AS  3 7 . 1 3 . 120(n) a n d  the p r i o r i t i e s  set out i n  A S  4 4 . 8 8 . 3 3 0 ,

8 the a u t h o r i t y  sh a l l  p u r c h a s e  a b u s i n e s s  l o a n  w h e n  o f f e r e d  b y  a b a n k  o r

9 o t h e r  f i n a n c i a l  i n s t i t u t i o n  if the b u s i n e s s  l oan m e e t s  t he  c o n d i t i o n s

10 set out i n  AS 4 4 . 8 8 . 3 4 0  a n d  is m a d e  to a n  e l i g i b l e  b o r r o w e r  u n d e r

11 A S  4 4 . 8 8 . 3 5 0 .  T h e  a u t h o r i t y  s hall a c c e p t  a s w o r n  s t a t e m e n t  f r o m  the

12 b a n k  o r  f i n a n c i a l  i n s t i t u t i o n  t hat the l o a n  c o n f o r m s  to the r e q u i r e -

13 m e n t s  of AS  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0  in p u r c h a s i n g  a b u s i n e s s  l o a n  u n d e r

14 this section.

15 Sec. 4 4 . 8 8 . 3 3 0 .  P R I O R I T I E S .  If i n s u f f i c i e n t  m o n e y  is a v a i l a b l e

16 f r o m  the sale of b o n d s  to th e  A l a s k a  p e r m a n e n t  f u n d  u n d e r  A S  3 7 . 1 3 . -

17 120(n) to p u r c h a s e  all q u a l i f y i n g  b u s i n e s s  loans o f f e r e d  to the

18 a u t h o r i t y ,  the f o l l o w i n g  p r i o r i t i e s  s h a ll  be f o l l o w e d  by the a u t h o r i t y

19 i n  p u r c h a s i n g  b u s i n e s s  loans:

20 (1) loans for e x p a n s i o n  of b u s i n e s s  i n  c o m m u n i t i e s  h a v i n g  a

21 y p o p u l a t i o n  u n d e r  1 0 , 0 0 0  h a v e  p r i o r i t y  o v e r  a ll o t h e r  q u a l i f y i n g  busi-^"'

22 n e s s  loans: a n d  _______ ^ ? fo^

23 (2) loans tha t  u s e  at least 25 p e r c e n t  o f the loan  p r o c e e d s__

24 for e x p a n s i o n  of a b u s i n e s s  h°.ve p r i o r i t y  o v e r  loans that u s e  less

25 t h a n  25 p e r c o ' t  of the l o a n  p r o c e e d s  f or b u s i n e s s  e x p an s i o n .

26 Sec. 4 4 . 8 8 . 3 4 0 .  L O A N  C O N D I T I O N S .  (a) To q u a l i f y  for p u r c h a s e

27 by the a u t h o r i t y  u n d e r  the b u s i n e s s  loa n  progr: , a b u s i n e s s  l o a n

28 (1) m a y  not e x c e e d  $ 2 , 0 0 0 , 0 0 0  o r  75 p e r c e n t  of the net

29 m ail— ;: v a l u e  of the b o r r o w e r ' s  b u s i n e s s ,  w h i c h e v e r  is less;
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1 (2) m a y  n o t b e a r  i n t e r e s t  in  e x c e s s  of 10.9 p e r c e n t  o r  o n e

2 p e r c e n t  a b o v e  the p r i m e  l e n d i n g  rate, w h i c h e v e r  is less;

3 (3) s h a l l  h a v e  a f i x e d  i n t e r e s t  rate a n d  f i x e d  m o n t h l y

4 p a y m e n t s ;

5 (4) s h a l l  h a v e  a t e r m  of 15 y e a r s  b u t  m a y  n o t  i m p o s e  a

6 p e n a l t y  f o r  a c c e l e r a t i o n  of p a y m e n t s ;

V (5) m a y  b e  as s u m e d ;

8 (6) s h a l l  b e  m a d e  to r e f i n a n c e  t h e b u s i n e s s  d e b t  o r  e x p a n d

9 the  b u s i n e s s  o f  a n  e l i g i b l e  s o l e  p r o p r i e t o r s h i p ,  p a r t n e r s h i p ,  c o r p o r a -

10 tion, o r  o t h e r  b u s i n e s s  e n t i t y  d o i n g  b u s i n e s s  p r i m a r i l y  i n  the sta t e ;

11 (7) m a y  n o t  be m a d e  to a b u s i n e s s  that is e n g a g e d  in the

12 c o n s t r u c t i o n  o r  r e n t a l  o f  s i n g l e  o r  m u l t i p l e  h o u s i n g  uni t s ;

13 (8) s h a l l  be p e r s o n a l l y  g u a r a n t e e d  b y  th e sol e  p r o p r i e t o r ,

14 p a r t n e r s ,  c o r p o r a t e  s h a r e h o l d e r s ,  or o t h e r  o w n e r s  of the b u s i n e s s ;  a n d

15 (9) s h a l l  be s e c u r e d  by d o c u m e n t s  e s t a b l i s h i n g  a f i r s t

16 p r i o r i t y  o n  a s se t s  of the b u s i n e s s ,  i n c l u d i n g  a s s e t s  to be a c q u i r e d

17 w i t h  the p r o c e e d s  of t h e  loan, v a l u e d  at a n  a m o u n t  e q u a l  to the a m o u n t

18 of the loan.

19 (b) In o r d e r  to q u a l i f y  a b u s i n e s s  l o a n  for p u r c h a s e  b y  t h e

20 a u t h o r i t y  u n d e r  the b u s i n e s s  l o a n  p r o g r a m  t h e  b a n k  or f i n a n c i a l  i ns t i -

21 t u t i o n  that o r i g i n a t e s  the l o a n  m u s t  r e t a i n  at least 10 p e r c e n t  o f  t h o

22 f i n a n c i n g  of the loan, or the m a x i m u m  a m o u n t  that the b a n k  o r  fin a n -

23 cia l  i n s t i t u t i o n  is al l o w e d ,  as a m a t t e r  of law, to i n v e s t  in a s i n g l e

24 loan, w h i c h e v e r  a m o u n t  is less.

25 Sec. 4 4 . 8 8 . 3 5 0 .  B O R R O W E R  E L I G I B I L I T Y .  To b e  e l i g i b l e  fo r  a

26 b u s i n e s s  loa n  that q u a l i f i e s  for p u r c h a s e  b y  the a u t h o r i t y  u n d e r  th e

27 b u s i n e s s  loa n  p r o g r a m  the b o r r o w e r  m u s t  do b u s i n e s s  in the s t a t e  f or

28 at least one y e a r  b e f o r e  a p p l y i n g  for the ] o a n  and s h a l l be

29 (1) a s o l e  p r o p r i e t o r s h i p  o w n e d  by a s t a t e  r e s i d e n t ;
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(2) a p a r t n e r s h i p  i n  w h i c h  al l  of t h e  p a r t n e r s  a r e  s t a t e

re s id e  : .3;

(3) a c o r p o r a t i o n  i n  w h i c h  t he  c o n t r o l l i n g  i n t e r e s t  is

o w n e d  b y  s t a t e  r e s i d e n t s ;  or

(4) a b u s i n e s s  e n t i t y  that is not a s ole p r o p r i e t o r s h i p ,

p a r t n e r s h i p ,  o r  c o r p o r a t i o n ,  in  *;hich a c o n t r o l l i n g  i n t e r e s t  is o w n e d  

by s t a t e  r e s id e n t s .

Sec. 4 4 . 8 8 . 3 6 0 .  L I M I T  O N  T H E  N U M B E R  OF LOA N S .  A  b u s i n e s s  m a y  

r e c e i v e  onl y  on e  l o a n  u n d e r  the b u s i n e s s  l o a n  p r o g r a m  e x c e p t  th a t  a 

c o r p o r a t i o n  that is e l i g i b l e  to r e c e i v e  a b u s i n e s s  l o a n  is not d i s ­

q u a l i f i e d  f r o m  r e c e i v i n g  a l o a n  by the fact that a p r i o r  b u s i n e s s  l o a n  

w a s  m a d e  to a s h a r e h o l d e r  of the c o r p o r a t i o n .

Sec. 4 4 . 8 8 . 3 7 0 .  FE"S. (a) T h e b a n k  or o t h e r  f i n a n c i a l  i n s t i t u­

tio n  that  o r i g i n a t e s  a b u s i n e s s  loa n  p u r c h a s e d  by the a u t h o r i t y  m a y  

c h a r g e  the b o r r o w e r  a n  a m o u n t  n o t  to e x c e e d  t h r e e  p e r c e n t  of the t o t a l  

lo a n  a m ou n t  as an a p p l i c a t i o n  o r  o r i g i n a t i o n  fee.

(b) T h e  b a n k  or o t h e r  f i n a n c i a l  i n s t i t u t i o n  that o r i g i n a t e s  a 

b u s i n e s s  loan p u r c h a s e d  b y  the a u t h o r i t y  s h a ll  act as the c o l l e c t i o n  

a g e n t  tor the a u t h o r i t y  a n d  s hall iceive s i x - t e n t h s  of oi

(c) T h e  a u t h o r i t y  m a y  no t  c h a r g e  a fee for a u t h o r i t y  p a r t i c i p a­

ti o n  in  a b u s i n e s s  loan.

Sec. 4 4 . 8 8 . 3 8 0 .  R E G U L A T I O N S .  T h e  a u t h o r i t y  n a y  m a k e  a n d  e n f o r c e  

r e a s o n a b l e  r e g u l a . _ o n s  to c a r r y  out the p u r p o s e s  of the b u s i n e s s  loan 

p r o g r a m .

Sec. 4 4 . 8 8 . 3 9 0 .  D E F I N I T I O N S .  In A S  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0

(1) " b u s i n e s s  loan" o r  " b u s i n e s s  l oan p r o g r a m "  r e f e r s  to 

the A i w ^ k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  busiv-ess r e f i n a n c i n g  and 

e x p a n s i o n  loa n  p r o g r a m ;

all a m o u n t s  c o l l e c t e d  as a c o l l e c t i o n  fee. ^  //c>
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1 (2) "net m a r k e t  v a l u e "  m e a n s  the t o t a l  a s s e t s  o f  a b u s i n e s s

2 less th e  tor.:al l i a b i l i t i e s  of the b u s i n e s s  a n d  less a n  a m o u n t  e q u a l  to

3 the t o t a l  a m o u n t  of i n t e r e s t  d u e  o n  b u s i n e s s  d e b t s  t h a t  are no t  to be

4 r e t i r e d  by u s i n g  t h e  p r o c e e d s  of a b u s i n e s s  loan, p l u s  the i n c r e a s e d

5 v a l u e  of the b u s i n e s s  that w i l l  r e s u l t  f r o m  u s e  of th e  b u s i n e s s  l o a n

6 p r o c e e d s ,  as v a l u e d  by a n  a p p r a i s e r  a c c e p t a b l e  to th e  o r i g i n a t i n g  b a n k

7 or o t h e r  f i n a n c i a l  i n s t i t u t i o n .

8 * Sec. 3. A S  4 4 . 8 8 . 3 2 0  e n a c t e d  i n  sec. 2 of thi s  A c t  a p p l i e s  to the

9 f i rs t  $ 2 , 0 0 0 , 0 0 0  o f  loans m a d e  by  a b a n k  o r  o t h e r  f i n a n c i a l  i n s t i t u t i o n

10 a f t e r  J u n e  1, 1983.

11 * Sec. 4. T h i s  Act t akes e f f e c t  J u l y  1, 1983.

a <rr,~>h vir-HKp 0}JT 7V_

p a w
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STATE OF ALASKA
PRELIMINARY STATEMENT OF FISCAL IMPACT

B i l l  Me: HB 26____________________________________________Date on B i l l :  1 /1 7 /8 3 ___________________________
T i t l e : A c t  e s t a b l i s h i n g  th e  b u s in e s s  r e f i n a n c i n g  and e x p a n s io n  lo a n  p ro p r a m , , .

Sponsor: L i n d a u e r ,  Fu rn ace"  and B e t t i s w o r t h ______________________________________________________________ p
Requestor:_________________________________ -  _____________________________

1. Estimated f i s c a l  impacts on:

a. Expenditures: £
(Thousands of D o i la r s )

I FY 83 i FY 84 I FY 85 I FY 86 I
jCaD itc i I | ( 1 1 | i i i
IOperatino 1 I -0- 1 2 0 0 . 0  1 1 0 0 . 0  I -0-  | l 1
iTotal 1 I -0- 1 2 0 0 . 0  1 1 0 0 . 0  1 -0- 1

b. Revenues: Program  R e c e ip t s ____________________________________________
Revenue | 1 I -0- i 2 0 0 . 0  I 3 0 0 . 0  | -0-

2. Source of funds to o f fse t  f i s c a l  impact of b i l l :

3. Assumptions: It . i s  a n t i c i p a t e d  t h a t  18 months w i l l  be th e  maximum d u r a t io n  o f
the  p ro g ram . A d d i t i o n a l  p e r s o n n e l  may be n e c e s s a r y  to  h a n d le  v o lu m e . 
Program  w i l l  be s h o r t  l i v e d  due to  e x h a u s t io n  o f  funds and l a r g e  d e f a u l t  
r a t e .  P le a s e  n o te  t h a t  a lth o u g h  program  r e c e i p t s  i s  shown as a fu n d in g  
s o u rc e  ( s i n c e  A . I . D . A .  i s  funded 100% w i t h  program  . r e c e i p t s )  —th e  a c t u a l  
s o u rc e  o f  fu n d s  w i l l  have  to  coine from  o t h e r  A . I . D . A .  a c t i v i t i e s ,  s i n c e  t h i  
b i l l  e s s e n t i a l l y  p r e c lu d e s  A . I . D . A .  from c h a rg in g  anv f e e s  f o r  t h i s  program  
T h is  means u s e r s  o f  o t h e r  A . I . D . A .  p rogram s w i l l  have to  pay f o r  the  
o p e r a t io n  o f  t h i s  p ro g ram .
These f i g u r e s  r e p r e s e n t  o n ly  in c r e a s e d  o p e r a t io n a l  c o s t s .  No e s t im a t e  
i s  in c lu d e d  as to  th e  amount o f  l o s s  on A . I . D . A .  in v e s tm e n t  f u n d s ,  o r

4. D isc la im er: th e  c o s t s  o f  p o t e n t i a l  i n t e r e s t  r a t e  s u b s i d i e s .
This statement has not been reviewed by the 0MB in the O ff ice  of the Governor. I t  there­
fore does not represent the f i n a l 0estimate of f i s c a l  impact.

Prepared By: B e r t  Wannon _________________ Phone: 2 74 - 16 51
D iv is io n : A la s k a  I n d u s t r i a l  Developm ent A u t h o r i t y  Date:_____________________________

Date:

2/15/83

Approved by Commissioner: R ic h a r d  A. Lyon
Department: Commerce fi Econom ic Development

5. D is t r ib u t io n :
Orig inal to L e g is la t iv e  Finance 
Copy to 0MB 
Copy to Sponsor 
Copy to Requestor


	HLAC13 HB 26



