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Offered: 4/1/86
Referred: Finance

QLfl-o-'k

O r ig in a l spo n so rs : Duncan, Suntl,
Herrmann, e t  a l

BY T1IS HOUSE SPECIAL 
IN THE ROUSE COMMITTEE OH STATE LOANS

CS FOR HOUSE B IL L  NO. 135 (Loans)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE -  SECOND SESSION

A B ILL

For an A c t e n t i t le d :  "An A ct e s ta b lis h in g  th e  Sm all Business Loan Guaran­

tee  Program; and p ro v id in g  fo r  an e f fe c t iv e  d a te .”

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c tio n  1. AS A4 .8 8  i s  amended by adding new s e c tio n s  to  re a d :

ARTICLE 5 . SMALL BUSINESS LOAN GUARANTEE PROGRAM.

Sec. 4 4 . 8 8 . 3 1 0 .  SMALL BUSINESS LOAN GUARANTEE FUND. The sm all 

business loan guarantee fund is  e s ta b lis h e d  in  th e  a u th o r it y  from  

a p p ro p r ia tio n s  f o r  th e  purpose . S u b je c t to  req u irem ents o f  AS 4 4 . 8 3 . -  

310 -  4 4 . 8 8 . 3 0 0 ,  the a u th o r it y  may use money in  the fund to  guarantee 

loans to  m a l l  b u s in e sse s .

Sec. 4 4 . 8 8 . 3 2 0 .  APPLICANT QUALIFICATIONS. (a ) To q u a l i f y  to  

a pp ly  f o r  a loan guarantee under AS 4 4 . 0 3 . 3 1 0  -  4 4 . 8 8 . 3 8 0  an a p p lic a n t 

must be a  s in g le  p r o p r ie to r s h ip , c o rp o ra tio n , f i r m , p a r tn e rs h ip , o r 

o th e r a s s o c ia tio n  o rg a n ized  in  -my manner f o r  any business purposes, 

o th e r than on a n o n p ro f it  b a s is , w ith  a gross income o f $ 5 ,0 0 0 ,0 0 0  o r 

le s s  f o r  i t s  annual re p o ic in g  p e rio d  ending im m edia te ly b e fo re  the 

date o f  a p p lic a t io n  fo r  the  lo a n  g u a ra n te e . The a u th o r ity  may e s ta b ­

l i s h  a d d it io n a l a p p lic a n t q u a l i f ic a t io n s  by re g u la t io n  and these 

q u a l i f ic a t io n s  may v a ry  depending upon the  type o f  business the  a p p li­

cant i s  engaged in .

(b) To a pp ly  f o r  a loan guarantee an a p p lic a n t must p ro v id e  an 

economic and f in a n c ia l  f e a s i b i l i t y  a n a ly s is  acceptab le  to  the a u th o r i­

t y  to g e th e r w ith  o th e r in fo rm a tio n  re q u ire d  by th e  a u th o r i t y .

Sec. 4 4 . 8 8 . 3 3 0 .  l'OUERS OF THE AUTHORITY. The a u th o r ity  may
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f e r ,  o r  fo re c lo s u re  when the a c q u is it io n  i s  necessary to  p ro te c t  an 

in te r e s t  in  the  fu n d ; and

(6 )  e x e rc is e  any o th e r power necessary  to  implement AG 4 4 . -  

88 . 310  -  4 4 . 8 3 . 3 3 0 .

Sec. 4 4 . 8 8 . 3 4 0 .  CONDITIONS OF LOAN GUARANTEES. (a ) S u b je c t to  

o th e r req u irem ents  o f  th is  s e c t io n , the  a u th o r it y  nay guarantee s  loan 

under AS 4 4 . 3 8 . 3 1 0  -  4 4 . 8 8 . 3 8 0  i f  the

c o l la t e r a l ,  and the  n e t cash flo w  from  the  borrow er p ro v id e s  adequate 

coverage fo r  th e  debt s e rv ic e  on the  lo a n ;

(2 ) loan is  o r ig in a te d  w ith  and s e rv ic e d  by a s t a t e  o r 

fe d e r a l ly  c h a rte re d  f in a n c ia l  i n s t i t u t io n ;

(3 ) p o r t io n  o f  the  lo an  n o t guaranteed by the  a u th o r ity  is  

h e ld  by the  o r ig in a t in g  f in a n c ia l  in s t i t u t io n  o r another f in a n c ia l  

in s t i t u t io n  approved by the a u th o r i t y ;

(4 ) loan  is  made t:o a sm a ll business w ith  a m a jo r ity  in t e r -  

e s t  h e ld  by s t a t e  re s id e n ts ; and

(5 ) in te r e s t  ra te  i s  no more than 2 .5  p e rc e n t above the 

prim e ra te  o f  th e  m a jo r ity  o f  the banks doing bu siness in  the s t a t e .

(b) The a u th o r it y  may p ro v id e  a guarantee from  the fund f o r  up 

CSKB 135(Loans) - 2 -
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to 90 percent of a loan that does not exceed $500,000. The ratio of

the guarantee to the outstanding principal of the loan shall remain

the same over the term of the loan.

(c) The authority may not guarantee

(1) a  loan that is used to refinance existing debt;

(2) the pavtaent of interest on the gueranteerl portion of a

loan;

(3) loans to a borrower the guaranteed portion of which 

cumulatively exceed $500,000 in principal outstanding at a n y  time;

(4) a loan secured by v e a l  property with a repayment term 

in excess of 25 years;

(5) a loan secured by equipment or other personal property, 

other than inventory, with a repayment term in excess of 10 years; or

(6) an unsecured loan or loan secured by inventory with a

repayment term in excess of seven years.

(d) At the incepti.on of a loan guaranteed under AS 44.88.310 - 

44.88.380 the authority shall charge the borrower a fee not to exceed

one percent of the principal amount; of the guaranteed portion of the

loan.

Sec. 44.88.350. DEFAULT OR FORECLOSURE. (a) Payments received 

toward satisfaction of a default on a loan guaranteed under AS 44.88.- 

310 - 44.88.380 shall be allocated between the lender and the fund 

according to the guaranteed percentage of the loan until the principal 

balance has been repaid.

(b) The authority shall dispose of property acquired through

default or foreclosure of a loon guaranteed under AS 44.88.310 - 

44.88.380. Disposal shall be made in a manner that serves the best 

interest of the state, and may include the amortization of payments 

over a period of years.
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Sec. 44.88.360. SPECIAL ACCOUNT ESTABLISHED. (a) There is 

established as a special account within the fund the foreclosure 

expense account. This account is established as a  reserve from fund 

equity.

(b) The authority may expend money credited to the foreclosure 

ovnrmeo account when nccensnry to protect the otatc'o security inter­

est in collateral on loans guaranteed under AS 44.88.310 - 44.88.380 

or to defray expenses incurred during a foreclosure proceeding after a 

default.

Sec. 44.88.380. DEFINITION. In AS 44.88.310 - 44.88.380, "fund" 

means the small busineeo loan guarantee fund established under AS 44.- 

88.310.

*  Sec. 2 ,  This Act takes effect immediately in accordance with AS 01.- 

10.070(c).
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Referred: House Special Committee
on State Loans and Finance

I n t r o d u c e d :  1 / 2 3 / 8 5

BY DUNCAN,SUND AND 
HERRMANN T , vIN THE HOUSE

HOUSE BILL NO. 185 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - FIRST SESSION

A  BILL

Fnr an Act entitled: "An Act establishing a Small Business Development

Loan program; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section i. AS 45.95.020 is repealed and reenacted to read:

Sec. 45.95.020. SMALL BUSINESS DEVELOPMENT LOANS. (a) The 

commissioner shall adopt regulations and policies to make small busi­

ness development loans or to purchase small business development loans 

from a bank or other financial institution in the state. A  small 

business development loan made under this chapter tnay not exceed 

$100,000 and shall be for the purpose of acquiring, operating, or 

equipping a business, other than a farming, mining, or fishing busi­

ness. A  small business development loan shall be secured by accept­

able collateral and may not exceed 80 percent of the fair market value 

of the collateral offered as security. The initial rate of interest 

on a small business development loan is equal to the federal discount 

rate in effect on the first day of the month preceding the month of 

closing the loan plus three percentage points. The interest rate 

shall bo adjusted annually to be three percentage point3 more than the 

federal discount rate in effect on the first day of the month preced­

ing the month of the anniversary date of the loan.

(b) Money loaned shall be delivered to the borrov/er aa provided 

by regulations adopted by the commissioner. Upon repayment of loans 

by installments, or otherwise, in accordance with the prescribed

terms, or upon liquidation by foreclosure or other process, or upon

-1- HB 135
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receipt of interest or other revenue, the money so received shall be 

turned over to the commissioner of revenue for deposit in the sroall 

business development revolving loan fund.

(c) The. commissioner may not disqualify an applicant for, or 

prejudice an applicant's privilege to receive, a loan for a purpose 

authorised under Lhiu section because the applies has previously 

received a loan under this chapter, but the totai principal amount 

outstanding to a borrower on loans made under this chapter may not 

exceed $150,000.

* Sec. 2. AS 45.95.050 is amended to read:

Sec. 45.95.050. POWER OF COMMISSIONER TO ASSIGN AND SEEL M O R T­

GAGES. The commissioner may assign and sell small business develop­

ment loan mortgages to the Alaska permanent fun d , the Department of 

Revenue, the A laska Industrial Development Authority , or to a bank or 

other p rivate purchaser [STATE MORTGAGE ASSOCIATION] in consideration 

of receiving [ITS] cash, bonds, debentures and notes upon conditions 

which the commissioner [HE] considers advantageous to the state small 

business development lending program.

* Sec. 3. AS 45.95.060 is amended to read:

Sec. 45.95.060. ESTABLISHMENT [CREATION] OF FUND. The. [THERE IS 

CREATED THE] small business development revolving loan fund is estab­

lished in the Department of Commerce and Economic Development to carry 

out the purposes of this chapter. This fund may n o t [SHALL] be used 

for any [NO] other purpose.

* Sec. 4. AS 45.95.070 is amended to read:

capacity for financial responsibility and an  [,] ability to provide

Sec. 45.95.070. ELIGIBILITY FOR LOANS. A  small business [PER­

SON] is eligible for a loan under this chapter if

(1) it [HE] can establish or demonstrate [GOOD CHARACTER,]

v'--/I ,



sufficient collateral [AND KNOWLEDGE OF ALASKA ECONOMIC CONDITIONS]j 

and

(2) [HE IS A  RESIDENT OF THE STATE; AND

(3)3 in the judgment of the commissioner [DEPARTMENT OF 

COMMERCE AND ECONOMIC DEVELOPMENT]

(A) the business shows a definite potential for

growth;

(B) the borrower will be able to repay the loan; and

(C) the loan has the potential to [WILL POTENTIALLY] 

create more jobs and provide additional 3ervice3 in the connau- 

n i t y .

* Sec. 5. AS 45.95.080 is amended to read:

Sec. 45.95.080. DEFINITIONS. In this chapter,

(1) "commissioner” means the commissioner of commerce and 

economic development^

(2) n small business" neaixs a sole proprietorship, partner­

ship, or corporation operating only in the state that is not a subsid­

iary of another business and that does not employ more than 10 eta-

ployees.

* Sec. 6. Section 71(2), ch. 106, SLA 1980 is amended to read:

(2) no further loans may be made under AS 45.90.020

(,AS 45.95.020,] and AS 26.15.040(3).

* Sec. 7. This Act takes effect immediately in accordance with AS 01.-
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CAPITAL

REVENUE

FUNDING: (Thousands of dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

2U2.3 173.4 ' TSu.8 189.5 ' ' V96 V6

POSITIONS:
FULLTIME
PARTTIME
TEMPORARY

ANALYSIS: Attach a separate page if necessary.

Prprwprt hv Bert L. Wagnon, Executive Director 
Division - f t U g fra- -n rau g p f f i -OevgrupnitiM L Au llior- j Ly
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Agency: Commerce and Economic Development_______

Distribution (by Agency preparing fiscal note):
Legislative Finance 
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C O N T I N U A T I O N  o f  F I S C A L  N O T E  A N A L Y S I S  

For Hill/Resolution No. HB 135 Page 2 o f  2

Travel:

Contractual:

Supplies:

Equipment: 

Personnel:

DETAIL

Mostly in-State to meet with bankers, establish program and 
explain its operation. Majority of trips would be to 

Fairbanks and Juneau with occasional elsewhere.

Primarily for legal expenses to establish program. Drafting 
guaranty agreement and other legal documents.

Ordinary and general such as paper, forms, postage, telephone, 
etc.

Desks, chairs, calculators, etc.

Position Salaried Benefits

1 Range 18 $ 49,097
1 Range 16 43,001
1 Range 10 30,192

TOTAL $122.290
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Offered: 4/1/86
Referred: Finance

Original sponsors: Duncan, Sund,
Herrmann, et al

BY THE HOUSE SPECIAL
1 IN THE H OUSE COMMITTEE ON STATE LOANS

2 CS FOR HOUSE BILL NO. 135 (Loans)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act establishing the Small Business Loan Guaran-

7 tee Program; and providing for an effective date."

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 * Section 1. AS 44.88 is amended by adding new sections to read:

10 ARTICLE 5. SMALL BUSINESS LOAN GUARANTEE PROGRAM.

11 Sec. 44.88.310. SMALL BUSINESS LOAN GUARANTEE FUND. The small

12 business loan guarantee fund is established in the authority from

13 appropriations for the purpose. Subject to requirements of AS 44.88.-

14 310 - 44.88.380, the authority may use money in the fund to guarantee

15 loans to small businesses.

16 Sec. 44.88.320. APPLICANT QUALIFICATIONS. (a) To qualify to

17 apply for a loan guarantee under AS 44.88.310 - 44.88.380 an applicant

18 must be a single proprietorship,' corporation, firm, partnership, or

19 other association organized in any manner for any business purposes,

20 other than on a nonprofit basis, w ith a gross income of $5,000,000 or

21 less for its annual reporting period ending immediately before the

22 date of application for the loan guarantee. The authority may estab-

23 lish additional applicant qualifications by regulation and these

24 qualifications may vary depending upon the type of business the appli-

25 cant is engaged in.

26 (b) To apply for a loan guarantee an applicant must provide an

27 economic and financial feasibility analysis acceptable to the authori-

28 ty together with other information required by the authority.

29 Sec. 44.88.330. POWERS OF THE AUTHORITY. The authority may

-1- CSHB 1 3 5 (Loans)
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1 (1) designate agents and delegate powers necessary to

2 implement AS 44.88.310 - 44.88.380;

3 (2) adopt regulations to implement AS 44.88.310 - 44.88.-

4 380;

5 (3) establish terms and conditions for loan guaranters
<

6 subject to the requirements of AS 44.88.310 - 44.88.380;

7 (4) make and execute contracts and other instruments to
I

8 implement AS 44.88.310 - 44.88.380;

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

10 fer, or foreclosure when the acquisition is necessary to protect an

11 interest in the fund; and

12 (6) exercise any other p o w e r  necessary to implement AS 44.-

13 88.310 - 44.88.380.

14 Sec. 44.88.340. CONDITIONS OF LOAN GUARANTEES. (a) Subject to

15 other requirements if this section, the authority may guarantee a loan

16 under AS 44.88.310 - 44.88.380 if the

17 (1) loan is commercially reasonable, secured by adequate

18 collateral, and the net cash flow from the borrower provides adequate

19 coverage for the debt service on the loan;

20 (2) loan is originated w i t h  and serviced by a state or

21 federally chartered financial institution;

22 (3) portion of the loan not guaranteed by the authority is

23 held by the originating financial institution or another financial

24 institution approved by the authority;

25 (4) loan is made to a small business with a majority inter-

26 est held by state residents; and

27 (5) interest rate is no more than 2.5 percent above the

28 prime rate of the majority of the banks doing business in the state.

29 (b) The authority may provide a guarantee from the fund for up

CSHB 1 3 5 (Loans) -2-



to 90 percent of a loan that does not exceed $500,000. The ratio of 

the guarantee to the outstanding principal of the loan shall remain 

the same over the term of the loan.

(c) The authority may not guarantee

(1) a loan that is used to refinance existing debt;

(2) the payment of interest on the guaranteed port n of a

loan;

(3) loans to a borrower the guaranteed portion of which 

cumulatively exceed V300,000 in principal outstanding at any time;

(4) a loan secured by real property with a repayment term 

in excess of 25 years;

(5) a loan secured by equipment or other personal property, 

ether than inventory, with  a repayment term in excess of lb years; or

(6) an unsecured loan or loan secured by inventory wit h  a

repayment term in excess of seven years.

(d) At the inception of a loan guaranteed under AS 44.88.310 -

44.88.380 the authority shall charge the borrower a fee not to exceed

one percent of the principal amount of the guaranteed portion of the 

loan.

Sec. 44.88.350. DEFAULT O R  FORECLOSURE. (a) Payments received 

toward satisfaction of a default on a loan guaranteed under AS 44.88.- 

310 - 44.88.380 shall be allocated between the lender and the fund 

according to the guaranteed percentage of the loan until the principal 

balance has been repaid.

(b) The authority shall dispose of property acquired through

default or foreclosure of a loan guaranteed under AS 44.88.310 -

44.88.380. Disposal shall be made in a manner that serves the best 

interest of the state, and may include the amortization of payments 

over a period of years.
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Sec. 44.88.360. SPECIAL ACCOUNT ESTABLISHED. (a) There is 

established as a special account within the fund the foreclosure 

expense account. This account is established as a reserve from fund 

equity.

(b) The authority ma y  expend money credited to the foreclosure 

expense account when necessary to protect the state's security i nter­

est in collateral on loans guaranteed under AS 44.88.310 - 44.88.380

or to defray expenses incurred during a foreclosure proceeding after a 

d e f a u l t .

Sec. 44.88.380. DEFINITION. In AS 44.88.310 - 44.88.380, "fund" 

means the small business loan guarantee fund established under AS 44.- 

88.310.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.- 

10.070(c).
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BY DUNCAN,SUND AND 
IN THE HOUSE HERRMANN

H OUSE BILL NO. 135 

IN THE LEGISLATURE OF THE STATE OF AL A S K A  

FOURTEENTH LEGISLATURE - FIRST SESSION 

A  BILL

For an Act entitled: "An Act establishing a Small Business Development

Loan progiam; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 45.95.020 is repealed and reenacted to read:
f

Sec. 45.95.020. SMALL BUSINESS DEVELOPMENT LOANS. (a) The 

commissioner shall adopt regulations and policies to make small b us i­

ness development loans or to purchase small business development loans 

from a bank or other financial institution in the state. A  small 

business development loan made under this chapter may not exceed 

$100,000 and shall be for the purpose of acquiring, operating, or 

equipping a business, other than a farming, mining, or fishing bu s i­

ness. A small business development loan shall be secured by a cc e p t­

able collateral and may not exceed 80 percent of the fair market value 

of the collateral offered as security. The initial rate of interest 

on a small business development loan is equal to the federal discount 

rate in effect on the first day of the m on t h  preceding the month of

closing the loan plus three percentage points. The interest rate

shall be adjusted annually to be three percentage points more than the 

federal discount rate in effect on the first day of the month p r e c e d­

ing the month of the anniversary date of the loan.

(b) Money loaned shall be delivered to the borrower as provided 

by regulations adopted by the commissioner. U p o n  repayment of loans 

by installments, or otherwise, in accordance w it h  the prescribed 

terms, or upon liquidation by foreclosure or other process, or upon
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1 receipt of interest or other revenue, the money so received shall be

2 turned over to the commissioner of revenue for deposit in the small

3 business development revolving loan fund.

4 (c) The commissioner may not disqualify an applicant for, or

5 prejudice an applicant's privilege to receive, a loan for a purpose

6 authorized under this section because the applicant has previously

7 received a loan under this chapter, but the total principal amount

8 outstanding to a borrower on loans made under this chapter may not

9 exceed $150,000.

10 * Sec. 2. AS 45.95.050 is amended to read:

11 Sec. 45.95.050. POWER OF COMMISSIONER TO ASSIGN A N D  SELL MORT-

12 GAGES. The commissioner may assign and sell small business develop-

13 ment loan mortgages to the Alaska permanent fund, the Department of

14 Revenue, the Alaska Industrial Development Authority, or to a bank or

15 other private p u r chaser [STATE M O R T G A G E  ASSOCIATION] in consideration

16 of receiving [ITS] cash, bonds, debentures and notes upon conditions

17 which the commissioner [HE] considers advantageous to the state small

18 business development lending program.

19 * Sec. 3. AS 45.95.060 is amended to read:

20 Sec. 45.95.060. ESTABLISHMENT [CREATION] OF FUND. The [THERE IS

21 CREATED THE] small business development revolving loan fund is estab-

22 lished in the Department of Commerce and Economic Development to carry

23 out the purposes of this chapter. This fund may not [SHALL] be used

24 for any [NO] other purpose.

25 * Sec. 4. AS 45.95.070 is amended to read:

26 Sec. 45.95.070. ELIGIBILITY FOR LOANS. A small business [PER-

27 SON] is eligible for a loan under this chapter if

28 (1) it [HE] can establish or demonstrate [GOOD CHARACTER,]

29 capacity for financial responsibility and an [,] ability to provide
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1 sufficient collateral [AND KNO W L E D G E  OF ALASKA ECONOMIC CONDITIONS];

2 and

3 (2) [HE IS A  RESIDENT OF THE STATE; AND

4 (3)] in the judgment of the commissioner [DEPARTMENT OF

5 COMMERCE AN D  ECONOMIC DEVELOPMENT]

6 (A) the business shows a definite potential for

7 growth;

8 (B) the borrower will be able to repay the loan; and

9 (C) the loan has the potential to [WILL POTENTIALLY]

10 create more jobs and provide additional services in the commu-

11 nity.

12 * Sec. 5. AS 45.95.080 is amended to read:

13 Sec. 45.95.080. DEFINITIONS. In this chapter,

14 (1) "commissioner" means the commissioner of commerce and

15 economic development^

16 (2) "small business" means a sole proprietorship, partner-

17 ship, or corporation operating only in the state that is not a subsid-

18 iary of another business and that does not employ more than 10 em-

19 p l o y e e s .

20 * Sec. 6. Section 71(2), ch. 106, SLA 1980 is amended to read:

21 (2) no further loans may be made under AS 45.90.020

22 [ ,AS 45.95.020,] and A S 26.15.040(3).

23 * Sec. 7. This Act takes effect immediately in accordance with AS 01.-

24 10.070(c).




