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State of Alaska 
1988 Legislative Session 
FISCAL NOTE 
Page 2 of 2

ANALYSIS:

Section 1: This bill increases the loan limits of the Authority from $10.0
million to $25.0 million. The funding source is bond proceeds 
derived from the sale of the Authority's general obligation 
bonds.

Section 2: Changes the method of calculating the interest on loans
purchased by the Authority that are guaranteed bv an instru­
mentality of the U.S. government. Current law provides that 
the interest rate received by the Authority will equal the 
Moody's Aa composite bond yield.

Section 3: Changes 44.88.165 to allow the Authority to provide by regula­
tion when a bank will be restricted from submitting credits to
the Authority. Currently, it provides that, when over 2% of a 
bank's loans sold to the Authority are delinquent 90 days or 
more, they cease being eligible.

Section 4: This new section authorizes the feasibility study/financial
analysis of the Eagle River ski resort proposal. AIDEA 
corporate receipts are to be used to finance 50% of the cost of 
the study.

01486D-4 
042088a
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WORK DRAFT WORK DRAFT

g o 0 5 4 8 h B  ̂  

C h e n o w e t h  
4 / 1 9 / 8 8

O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

B Y  T H E  L A B O R  A N D
I N  T H E  H O U S E  C O M M E R C E  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 402 (L&C)

IN 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  

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  to p r o j e c t s  o f  a n d  t h e  h a n d l i n g  of

i n s t i t u t i o n a l  loans b y  the 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 n d  E x p o r t  A u t h o r i t y ;  i n c r e a s i n g  the m a x i m u m  

s i z e  o f  l oans e n t e r e d  in t o  f r o m  t h e  a u t h o r i t y ' s  

e n t e r p r i s e  d e v e l o p m e n t  a c c o u n t ;  a m e n d i n g  the m a n n e r  

o f  d e t e r m i n i n g  the i n t e r e s t  r a t e  o n  l o a n s  g u a r a n t e e d  

b y  the f e d e r a l  g o v e r n m e n t ;  p e r m i t t i n g  the a u t h o r i t y  

to d e s c r i b e  the c i r c u m s t a n c e s  u n d e r  w h i c h  it w i l l  

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

t u t i o n  b e c a u s e  of d e l i n q u e n c i e s ;  d i r e c t i n g  the a u­

t h o r i t y  to c o m p l e t e  a f e a s i b i l i t y  s t u d y  for a d e v e l­

op m e n t  p r o j e c t  r e l a t i n g  to d e v e l o p m e n t  o f  c e r t a i n  

s t a t e  p a r k  land; a n d  p r o v i d i n g  f o r  an e f f e c t i v e

d a t e ."

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  THE S T A T E  OF  A L A S K A :

* S e c t i o n  1. A S  44 . 8 8 . 1 5 3 (d) is a m e n d e d  to read:

(d) A  l o a n  p u r c h a s e d  in w h o l e  or in p a r t  b y  t h e  a u t h o r i t y  w i t h  

a s s e t s  o f  the e n t e r p r i s e  d e v e l o p m e n t  a c c o u n t  or w i t h  p r o c e e d s  of  b o n d s  

s e c u r e d  b y  a s s e t s  o f  the e n t e r p r i s e  d e v e l o p m e n t  a c c o u n t ,  o t h e r  t h a n  a

l o a n  t h a t  [WHICH] is f i n a n c e d  w i t h  the p r o c e e d s  o f  b o n d s  o f  t h e  a u ­

t h o r i t y  a n d  s e c u r e d  o n l y  b y  a p r o j e c t  a p p l i c a n t  or a p r o j e c t ,

(1) m a y  n o t  e x c e e d

(A) $ 2 5 , 0 0 0 , 0 0 0  [$10 , 0 0 0 , 0 0 0 ] ;  or

(B) $1 , 0 00,000 [$500,000] if the l o a n  is p u r c h a s e d
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WORK DRAFTDRAFT WORK DRAFT

u n d e r  A S  4 4 . 8 8 . 1 5 8 ;

(2) m a y  n o t  e x c e e d  the c o s t  of  the p r o j e c t  or 75 p e r c e n t  of 

the a p p r a i s e d  v a l u e  o f  t h e  p r o j e c t ,  w h i c h e v e r  is less, u n l e s s  the 

a m o u n t  o f  the l o a n  in e x c e s s  o f  t h i s  l i m i t  is f e d e r a l l y  i n s u r e d  or 

g u a r a n t e e d  or is i n s u r e d  b y  a q u a l i f i e d  m o r t g a g e  i n s u r a n c e  c o m p a n y ;

(3) m a y  n o t  b e  f o r  a t e r m  l o n g e r  than t h r e e - q u a r t e r s  of  the 

a u t h o r i t y ' s  e s t i m a t e  of  the l i f e  o f  the p r o j e c t  or 25 y e a r s  f r o m  the 

da t e  the l o a n  is m ade, w h i c h e v e r  is e a r l i e r ;

(4) s h a l l  c o n t a i n  c o m p l e t e  a m o r t i z a t i o n  p r o v i s i o n s  s a t i s­

f a c t o r y  to the a u t h o r i t y  r e q u i r i n g  p e r i o d i c  p a y m e n t s  b y  the b o r r o w e r ;

(5) s h a l l  be  in the f o r m  a n d  c o n t a i n  the t e r m s  a n d  p r o­

v i s i o n s  w i t h  r e s p e c t  to i n s u r a n c e ,  r e p a i r s ,  a l t e r a t i o n s ,  p a y m e n t  of 

taxes a n d  a s s e s s m e n t s ,  d e f a u l t  r e s e r v e s ,  d e l i n q u e n c y  c h a r g e s ,  d e f a u l t

r e m e d i e s ,  a c c e l e r a t i o n  of  m a t u r i t y ,  s e c o n d a r y  liens, a n d  o t h e r  m a t t e r s

the a u t h o r i t y  p r e s c r i b e s ;

(6) s h a l l  be s e c u r e d  as to r e p a y m e n t  b y  a m o r t g a g e  o r  o ther 

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

to a s s u r e  t i m e l y  r e p a y m e n t  u n d e r  a l o a n  a g r e e m e n t  e n t e r e d  i n t o  w i t h  

the b o r r o w e r ;

(7) m a y  n o t  b e  m a d e  u n l e s s

(A) at l e a s t  10 p e r c e n t  of  the p r i n c i p a l  a m o u n t  o f  the

l o a n  is r e t a i n e d  b y  the o r i g i n a t o r  of the loan; or

(B) 100 p e r c e n t  o f  the p r i n c i p a l  a m o u n t  o f  the l o a n  is

g u a r a n t e e d  b y  the U n i t e d  S t a t e s  or an a g e n c y  or i n s t r u m e n t a l i t y  

o f  the U n i t e d  States;

(8) m u s t  be

(A) at l e a s t  p a r t i a l l y  g u a r a n t e e d  b y  t h e  U n i t e d  Sta t e s  

or an a g e n c y  or i n s t r u m e n t a l i t y  o f  the U n i t e d  Stat e s ,  s u b j e c t  to 

the p r o v i s i o n s  of  A S  4 4 . 8 8 . 1 5 8 ;
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(B) f i n a n c e d  f r o m  the p r o c e e d s  o f  bon d s ;  or

(C) e x p e c t e d  b y  the a u t h o r i t y  to b e  f i n a n c e d  f r o m  the 

p r o c e e d s  o f  bo n d s .

* Sec. 2. A S  4 4 . 8 8 . 1 5 9 ( c )  is a m e n d e d  to r e ad:

(c) T h e  i n t e r e s t  r a t e  to b e  r e c e i v e d  b y  the a u t h o r i t y  o n  a 

f e d e r a l l y  g u a r a n t e e d  lo a n  p u r c h a s e d  u n d e r  A S  4 4 . 8 8 . 1 5 8  [BY T H E  A U T H O R­

ITY W I T H  M O N E Y  IN T H E  S M A L L  E N T E R P R I S E  L O A N  AC C O U N T !  that is n o t  f r o m  

the p r o c e e d s  o f  the sale of  a s e r i e s  o f  b o n d s

(1) m a y  b e  e i t h e r  f l o a t i n g  or  fixed;

(2) is the l e ast of

(A) the p r e v a i l i n g  p r i m e  rate a d o p t e d  b y  the U n i t e d

S t a t e s S m a l l B u s i n e s s  A d m i n i s t r a t i o n ;

(B) M o o d y ' s  I n v e s t o r s  S e r v i c e A a  c o r p o r a t e  b o n d  y i e l d

index; or

(C) an i n d e x  as e s t a b l i s h e d b y  r e g u l a t i o n  o f  the

a u t h o r i t y  [IS E Q U A L  T O  T H E  M O S T  R E C E N T  I N D E X  OF A a  C O R P O R A T E  B O N D

Y I E L D  A V E R A G E S  A S  P U B L I S H E D  B Y  M O O D Y ' S  I N V E S T O R S  S E R V I C E ] .

* Sec. 3. A S  4 4 . 8 8 . 1 6 5  is r e p e a l e d  a n d  r e e n a c t e d  to read:

Sec. 4 4 . 8 8 . 1 6 5 .  D E L I N Q U E N T  L O A N S .  The a u t h o r i t y  s h a l l  a d o p t  

r e g u l a t i o n s  to d e s c r i b e  the c i r c u m s t a n c e s  u n d e r  w h i c h  it w i l l  d i s c o n­

tin u e  p u r c h a s i n g  l o a n s  f r o m  a f i n a n c i a l  i n s t i t u t i o n  b e c a u s e  o f  e x c e s­

sive d e l i n q u e n c i e s  a m o n g  the l o a n s  p r e v i o u s l y  p u r c h a s e d  f r o m  the 

f i n a n c i a l  i n s t i t u t i o n .  In a d o p t i n g  t h e  r e g u l a t i o n s ,  the a u t h o r i t y  

s hall ta k e  i n t o  c o n s i d e r a t i o n  its d e l i n q u e n c y  e x p e r i e n c e  w i t h  l o a n s  it 

h a s  p u r c h a s e d  f r o m  all f i n a n c i a l  i n s t i t u t i o n s .  T h e  a u t h o r i t y  m a y  

i n c l u d e  in the r e g u l a t i o n s  o t h e r  r e m e d i e s  it c o n s i d e r s  a p p r o p r i a t e  as 

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

c i a l  i n s t i t u t i o n .

* Sec. 4. F E A S I B I L I T Y  STUDY. (a) T h e  l e g i s l a t u r e  f i nds that it is in

-3-  C S H R — A£I2_£I_££Ui-----
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the b e s t  i n t e r e s t s  o f  the s t a t e  to p r o m p t l y  d e t e r m i n e  the f e a s i b i l i t y  of 

t h e  d e v e l o p m e n t  p r o j e c t  p r o p o s e d  f o r  tha E a g l e  R i v e r  V a l l e y  p o r t i o n  of 

C h u g a c h  S t a t e  Park. T h e  l e g i s l a t u r e  f u r t h e r  f i nds th a t  it is c o n t r a r y  to 

the p u b l i c  i n t e r e s t  to i n c u r  the d e l a y  a s s o c i a t e d  w i t h  s o l i c i t i n g  c o m p e t i­

tiv e  s e a l e d  b i d s  or c o m p e t i t i v e  s e a l e d  p r o p o s a l s .

(b) 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 n d  E x p o r t  A u t h o r i t y  s h a l l  

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

p r o j e c t  p r o p o s e d  for the E a g l e  R i v e r  V a l l e y  p o r t i o n  of C h u g a c h  S t a t e  Park. 

T h e  f e a s i b i l i t y  s t u d y  m u s t

(1) s a t i s f y  the r e q u i r e m e n t s  of A S  A A . 8 8 . 1 7 3 ( a ) ;

(2) s a t i s f y  c o n t r a c t u a l  r e q u i r e m e n t s  i m p o s e d  on the o w n e r  or

d e v e l o p e r  b y  the D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s ,  d i v i s i o n  oi parks; a n d

(3) m a k e  r e c o m m e n d a t i o n s  c o n c e r n i n g  a m e n d m e n t s  to A S  44.88

n e c e s s a r y  f o r  the a u t h o r i t y  to p r o v i d e  f i n a n c i n g  for the p r o j e c t .

(c) T h e  a u t h o r i t y  s h a l l  f i n a n c e  50 p e r c e n t  of the co s t  of the s t u d y

r e q u i r e d  b y  this section.

(d) T h e  p r o v i s i o n s  o f  AS 3 6 . 3 0 . 3 1 0  a p p l y  to c o n t r a c t s  e n t e r e d  into 

for the s t u d y  r e q u i r e d  b y  this sec t i o n .

* Sec. 5. T h i s  A c t  t a kes e f f e c t  i m m e d i a t e l y  u n d e r  A S  0 1 . 1 0 . 0 7 0 ( c ) .

CSHB 4 0 2 (L&C) - 4 -



LEGISLATIVE AFF/URS AGENCY
L E G I S L A T I V E  R E F E R E N C E  L I B R A R Y

May, 1988

C o p i e s  o f  m i n u t e s  l i s t e d  b e l o w  w e r e  o r i g i n a l l y  i n c l u d e d  
i n  t h i s  file. T h e  m i n u t e s  a r e  a v a i l a b l e  o n  t h e  S T A I R S  
d a t a b a s e  CMPR. In o r d e r  to s a v e . s p a c e  c o p i e s  o f  m i n u t e s  

h a v e  n o t  b e e n  l e f t  in the files.
M a r y  V a n  N i m w e g e n

PCXKHY. STATE CAPttOl 
JUNEAU, ALASKA 99SM 

907-<(6S.3fl00

—  L £ __

T < L .Z - s

f V W c t l  7i\, 1*188 

M u d )  41, I16»
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O F F I C E  OF  T H E  G O V E R N O R  
J O J f C A O

J a n u a r y  27, 1988

T h e  H o n o r a b l e  B e n  G r u s s e n d o r f  
S p e a k e r  o f  t h e  H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, sec. 18, o f  t h e  A l a s k a  C o n­
s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  t o  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 n d  E x p o r t  A u t h o r i t y ’s ( A I D E A 1s) 
h a n d l i n g  o f  f i n a n c i a l  i n s t i t u t i o n  loans.

C u r r e n t  l a w  p r o v i d e s  in  A S  4 4 . 8 8 . 1 5 5  (d) (1) (A) t h a t  w h e n  t h e  
a u t h o r i t y  p u r c h a s e s  a p a r t i c i p a t i o n  u n d e r  its e n t e r p r i s e  d e­
v e l o p m e n t  a c c o u n t  i n  a l o a n  m a d e  b y  a f i n a n c i a l  i n s t i t u t i o n ,  
th e  l o a n  m a y  n o t  e x c e e d  $10 m i l l i o n .  (The e n t e r p r i s e  d e v e l­
o p m e n t  a c c o u n t  is t h e  " g e n e r a l  fund" o f  t h e  a u t h o r i t y ,  a n d  
b o n d s  i s s u e d  in c o n n e c t i o n  w i t h  t h i s  a c c o u n t  are g e n e r a l  
o b l i g a t i o n s  o f  t h e  a u t h o r i t y . )  S e c t i o n  1 o f  t h i s  b i l l  i n­
c r e a s e s  f r o m  $10 m i l l i o n  to $25 m i l l i o n  t h e  l i m i t  o n  s u c h  
l o a n s  i n  w h i c h  t h e  a u t h o r i t y  m a y  u s e  a s s e t s  o f  t h a t  a c c o u n t  
to  p u r c h a s e  a p a r t i c i p a t i o n .  T h i s  i n c r e a s e  to  $25 m i l l i o n  
f r o m  $10 m i l l i o n  w i l l  a l l o w  a u t h o r i t y  i n v o l v e m e n t  in l a r g e r  
t r a n s a c t i o n s  t h a t  w i l l  h e l p  d i v e r s i f y  t h e  s t a t e ' s  e c o n o m y .  
D u e  t o  t h e  r e c e n t  d o w n t u r n  in the A l a s k a n  e c o n o m y ,  m a n y  o f  
t h e  t r a d i t i o n a l  i n v e s t o r  r e l a t i o n s h i p s  w i t h  o u t s i d e  o r g a­
n i z a t i o n s  n o  l o n g e r  e x i s t  a n d  t h e  l a r g e r  l o a n  l i m i t  w i l l  
h e l p  b y  a l l o w i n g  t h e  a u t h o r i t y  to f i l l  a p o r t i o n  o f  t h a t  
void.

S e c t i o n  1 a l s o  i n c r e a s e s  f r o m  $ 5 0 0 , 0 0 0  t o  $ 1 , 0 0 0 , 0 0 0  t h e  
l o a n  l i m i t  o n  f e d e r a l l y  g u a r a n t e e d  l o a n s  t h a t  t h e  a u t h o r i t y  
m a y  p u r c h a s e .  T h e  c u r r e n t  limit, e n a c t e d  w i t h  t h e  o r i g i n a l  
A I D E A  s t a t u t e s ,  is t o o  r e s t r i c t i v e ,  e s p e c i a l l y  in  l i g h t  o f  
c u r r e n t  f e d e r a l  l o a n  g u a r a n t y  leve l s .  T h e s e  g u a r a n t e e d  
l o a n s  p r o v i d e  n o t  o n l y  a g o o d  i n v e s t m e n t  for t h e  a u t h o r i t y  
b u t  a l s o  a r e  a n  i m p o r t a n t  s o u r c e  o f  c a p i t a l  for A l a s k a n  b o r­
ro w e r s  .

S e c t i o n  2 o f  t h i s  b i l l  a m e n d s  A S  4 4 . 8 8 . 1 5 9 ( c ) ,  w h i c h  sets 
th e  i n t e r e s t  r a t e  o n  t h o s e  l o a n s  g u a r a n t e e d  b y  an i n s t r u­
m e n t a l i t y  o f  t h e  U n i t e d  S t a t e s  g o v e r n m e n t .  C u r r e n t  l a w  se t s  
the r a t e  e q u i v a l e n t  t o  t h e  M o o d y ' s  A a  c o r p o r a t e  b o n d  y i e l d .  
T h e  n e w  l a n g u a g e  a d o p t s  t h e  p r e v a i l i n g  m e t h o d o l o g y  u s e d  b y

j n m
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th e  S m a l l  B u s i n e s s  A d m i n i s t r a t i o n  in s e t t i n g  its r a t e s .  
A d d i t i o n a l l y ,  to p r o v i d e  a d e g r e e  of  p r o t e c t i o n  to b o r r o w e r s  
in h i g h  i n t e r e s t  r a t e  e n v i r o n m e n t s ,  it u s e s  t h e  l e s s e r  o f  
t h e  p r i m e  r a t e ,  M o o d y ' s  A a  c o r p o r a t e  b o n d  y i e l d ,  o r  o t h e r  
i n d e x  s e l e c t e d  b y  t h e  a u t h o r i t y .

C u r r e n t  l a w  p r o v i d e s  i n  A S  4 4 . 8 8 . 1 6 5  t h a t  i f  m o r e  t h a n  t w o  
p e r c e n t  o f  t h e  t o t a l  o u t s t a n d i n g  b a l a n c e  o f  l o a n s  p u r c h a s e d  
f r o m  a f i n a n c i a l  i n s t i t u t i o n  (i.e., t h e  a u t h o r i t y ' s  p a r­
t i c i p a t i o n  i n  s u c h  loans) b e c o m e s  d e l i n q u e n t  for 90 d a y s  o r  
m o r e ,  t h e  a u t h o r i t y  m a y  n o  l o n g e r  p u r c h a s e  f r o m  t h a t  f i n a n­
ci a l  i n s t i t u t i o n  p a r t i c i p a t i o n s  in l o a n s  f o r  w h i c h  it  h a s  
n o t  a l r e a d y  m a d e  a c o m m i t m e n t ,  u n t i l  t h e  d e l i n q u e n c i e s  a r e  
r e d u c e d  to l e s s  t h a n  t w o  p e r c e n t .  S e c t i o n  3 o f  t h i s  b i l l  
r e p e a l s  t h a t  r e q u i r e m e n t  a n d  s u b s t i t u t e s  a r e q u i r e m e n t  t h a t  
t h e  a u t h o r i t y  a d o p t  r e g u l a t i o n s  to d e s c r i b e  t h e  c i r c u m­
s t a n c e s  u n d e r  w h i c h  it  w i l l  d i s c o n t i n u e  p u r c h a s i n g  l o a n s  
f r o m  a f i n a n c i a l  i n s t i t u t i o n  b e c a u s e  o f  d e l i n q u e n c i e s  a m o n g  
t h e  l o a n  p a r t i c i p a t i o n s  p r e v i o u s l y  p u r c h a s e d  f r o m  t h a t  i n­
sti t u t i o n .

S t e v e  C o w p e r  
G o v e r n o r



STATE OF ALASKA B IL L  V E R S IO N : »B 402
1988 LEGISLATIVE SESS ION P U B L IS H  DA TE : 1/27/88 ^ T LL

FISCAL NOTE
REQUEST!

“a Id e aR e v i s i o n  D a t e : ________________________________________ A g e n c y  A f fe c t e d :
Title: An Act relating to the AIDEA BRU: Same as above

Sponsor:____ Governor_______________________Components: N/A
Requester: Authority Board of Directors____________________

EXPENDITURES / REVENUES : (T h o u s a n d s  o f  D o l la r s )
O PERA T IN G FY  8 8 FY  89 FY  SO FY  91 FY  9 2 FY  93

P E R S O N A L  S E R V IC E S
TRA VEL
C O N T R A C T U A L tuOS U P P L IE S
E Q U IP M E N T -  H <
LA N D  & ST R U C T U R E S *"■c

G R A N T S , C LA IM S
M IS C E L L A N E O U S
TOTAL O PERA T IN G

CA P ITA L $25.0 Mil $35.0 Mil $40.0 Mil $40.0 Mil $40.0 Mil

R E V E N U E

F U N D IN G : (T h o u s a n d s  of  d o l la r s )
G E N E R A L  FU N D  
F E D E R A L  F U N D S  
O T H ER  
TOTAL

$25.0 Mil $35.0 Mi 1 $40.0 Mil $40.0 Mil "$40.U' Mi 1
$25.0 Mil $35.0 Mil $40.0"Mi1 $40.0 Mi 1 $40.0 Mi 1

P O S IT IO N S :
FULL-T IM E
PARTT IM E
T E M P O R A R Y

A N A LY S IS : (A tta ch  a  s e p a ra te  p a g e  if n e c e s s a ry .)

Prepared by: Bertram L. Wagnon, Executive Director phone: 274-1651
D iv is io n : AK Industrial D e v , and Expgpt^Authority (AIDEA)nate- January 18, 1988

A pp ro v e d  by C o m m i s s i o n e r :   D a te : !  ____________
A g e n cy : Department of/Commer$T & Economic Development

D is t r ib u t io n  (b y  p re p a re r j:
L e g is la t iv e  F in an c e  
L e g is la t iv e  S p o n s o r  
R e q u e s to r
O f f ic e  o f  M an ag em en t and  B u d g e t
Im p a c te d  A g en cy (ie s ) p a g e  1 o f  .1

0691D—1 /12288a
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1 5 7 7  "C " S T R E E T  • S U IT E  3 0 4  • A N C H O R A G E , A LA SK A  9 9 5 0 1 - 5 1 7 7  • (9 0 7 )  2 7 4 - 1 6 5 1

M E M O R A N D U M

TO: J. Jack Jessee

AIDEA Board of Directors

FROM: Bertram L. Wagnon

Executive Director

DATE: Ma r c h  31, 1988

SUBJECT: AIDEA Legislation in House Labor A Commerce

Currently there is legislation related to the Authority waiting to be

h e a r d  in the House Labor and Commerce (L & C) Committee. They include:

° House Bill (HB) 402 entitled "An Act relating to the Alaska

Industrial Development and Export Authority; and providing for

an effective date." This act does three things and they are

prioritized as follows: 1) Provides language to allow the

A uthority to adopt regulations describing at what delinquency 

rates a financial institution may not access the Authority's 

programs. 2) Changes the method of calculating interest on

loans purchased by the Authority which are guaranteed by an 

instrumentality of the United States. 3) Increases the 

Authority's loan limit from $10,000,000 to $25,000,000.

0 Committee Substitute for Senate Bill (CSSB) 392 entitled "An

Act relating to the Alaska Industrial Development and Export 

Authority; and providing for an effective date." This act

addresses the existing statutes which prohibits the 

participation of financial institutions in the Authority's 

programs if loans sold to the Authority by a particular 

financial institution are over 2% delinquent.

These two bills are priority bills because they can be implemented 
quickly w i t h  positive results.



M a r c h  31, 1988 
Page Two

Because HB 402 ad CSSB 392 are priority, House L&C could:

1) Pass HB 402 as is;

2) Pass CSSB 392 as is; or

3) Amend CSSB 392 to include the language in HB 402 regarding 

interest rates and loan limits and pass it out of committee.

The easiest way to meet the immediate priorities is for House L & C  to pass 

HB 402. This bill is comprehensive and would allow the A u t h o r i t y  to 

immediately implement procedures to allow greater participation of the 

financial institutions (and business people) in the A u t h o rity's 

programs. The next best method would be to pass CSSB 392 in order to 

address the delinquency situation of the some of the financial 

institutions who could otherwise participate in the Authority's programs. .*

Attached y ou will find the bills and their corresponding bill analyses 

and fiscal notes.
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STATE OF ALASKA
OFFICE OF THE GOVERNOR

BILL ANALYSIS
d c p a r t m i n t  Commerce & 
Economic Development

w y ts io n  AK Industrial 

Devel & Export Authorit
SILL NUMBER 

/
SPONSOR

Request of Governor
»ou  mvs o p  b r l  fa  a c t  , - e i a t i a g  t0 t he Alaska Industrial Development and Export Authority and 
D r o v i d i n e  for a n  effective date.

DEPARTMENT POSITION .
The Authority supports this legislation in that it will provide the ability to 

assist certain sectors of the economy during these difficult times.

p r e p a r e d  b t  / p i s + y — ' Executive 
Bertram L. Wagnon Director

0A T «

1/29/88

COMMISSIONER'S SIGNATURE DATE

SUMMARY
OTHER AOENCIEJ AFFECTCD BY V 'J .

Hone

c o n s t i t u e n t  onouptsj Amcrco ir ru.

Alaskan business and banking community.

ORGANIZATIONAL SUPPORT FOR BILL

L u k e w a m  to mild support from the banking 
community.

ORGANIZATIONAL OPPOSITION TO BILL

Unknown. Should be very little.

FISCAL IMPACT: □  NONE S  FISCAL NOTE ATTACHED

BACKOAODNCYLEOBLATIVE INTENT

This legislation originated vith the Authority's Board of Directors to address certain 
particular shortcomings in the Authority's existing statutes. During these difficult 
economic times furthering the Authority's ability to provide an in-state investor for 
Alaskan projects and increasing the availability of the Small Business program will 
assist some businesses who otherwise may be unable to obtain capital through any other 
means.

ANALYSIS OF (UlUPflOGRAM EFFECTS

■S.gctlon one of the bill increases the Authority's loan limit from its current $10
million maximum to $25 million for those loans which are not guaranteed by an 
instrumentality of the U.S. Government. For those loans guaranteed by an agency or 
instrumentality of the U.S. Government, the loan limit is increased from $500,000 to $1 
million.

The increase in the bonded program limits to $25 million will allow the Authority to be 
a participant in transactions that previously have been to-' large for Authority 
participation. The recent downturn in the economy has greatly diminished outside 
correspondent investor relationships and the larger loan limit will allow the Authority 
to fill a portion of the void. The increase from $500,000 to $1 million for loans 
guaranteed by the U.S. Government would allow the purchase of these larger guaranteed 
loans backed primarily by the BIA, National Marine Fisheries Service and the Farmers 
Home Administration. SEE ADDITIONAL SHEET ATTACHED

AMENDMENTS p r o p o s e d

None

01-00S '2/0
FLEAM ATTACH a  SEPARATE S H U T  FOR AD O m O K A l COMM (N T S OR AHALTMB.



Introduced: 2/3/11 
Referred: financs

BY HALFORDi FAIRS, KELLY, 
STURGULEW8KI, HENSLEY, ABOOD, 
FISCHER, JONES, J08EPH80N AND 

\ IN THE SENATE UEHLINO

2 SENATE BILL NO. 392

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - SECOND SESSION

3 A BILL

6 Por an Act entitled: "An Act relating to delinquent loans of the Alaska

7 Industrial Development and Export Authority; and

8 providing for an effective date."

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

10 * Section 1. AS 44.88.165 is repealed and reenacted to read:

U  Sec. 44.88.165. DELINQUENT LOANS. (a) The authority ahall

12 adopt regulations to describe the circumstances under which it will

13 discontinue purchasing loans from a financial institution because of

14 excessive delinquencies among the loans previously purchased from the

13 financial institution. In adopting the regulations, the authority

16 shall take into consideration its delinquency experience with loans it

17 has purchased from all financial institutions.

18 (b) The authority may include in the regulations other remedies

19 it considers appropriate as alternatives to the discontinuance of

20 purchasing loans from the financial Institution.

21 * Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

SB0392* 1- SB 392



BILL ANALYSIS

O tF A N n K N ^  C0|Ba#j.c# &

Economic Development
wvt*°" AK Industrial 

Devel 6 Bxport Authosrit

M U . NUWMJI

v SB392

tF O M O ft

Halford. Faiks. Kelly, st al
• C R T  m u  OF a u

An act relating to delinquent loans of the Authority and rirovidina for an effective date.
OEFARTWENT FO artlON

The Authority supports this legislation in that it will permit the banking 
community to participate in the Authority's loan programs during these difficult times.

Bertram L. ̂ faanon. Executive Direct

OATI

)r 2/5/88

C O W U tS M O N dn SWNATVIRt DATE

SUMPYIARY
OTHER A O E N O U  AFFECTED IT  M U

HONE

OOHETTTUENT OROUFO) AFFECTED I T  M U

Alaskan Banking Community

OROANUATKtWU. SUFFOHT FOR M U

Banking Community

OROAHIEATttNAt OFFOMTTOH TO M U

None to very little; perhaps from individuals 
fearing we are to soft on the banks.

F » C A l  IMFACT: C t NOW* □  FISCAL NOTE ATTACHED

B A c x a m x m o u o m A T i v e  i n t in t

The Authority currently has a lav on its books vhich requires the Authority to cease 
participating with a bank when over 27, of the loans purchased from that institution are 
90 days or more delinquent (44.88.165). This lav vould repeal and reenact a nev lav to 
allow more banks to be involved vith the Authority.

ANAIT3II OF M U /FR O Q R A M  EFFECTS

Section— one of the bill addresses a problem in that existing statutes prohibits a bank 
Ssc■ participating in any of the Authority's programs if over 2X of its loans sold to 
the Authority are 90 days or more delinquent. The new language provides that the
Authority will adopt regulations to describe the circumstances under vhich it will
discontinue purchasing loans vhich will provide much needed flexibility to allov banks 
access to the Authority's programs. The bill further provides other remedies as
alternatives to discontinuance of purchasing loans that may be set forth in
regulations. This bill vill allov greater bank involvement in the Authority's programs 
vhich should allov the public more access to credit.

AM ENOW ENTS FW OfOSED

1

IMS

F U A t t  ATTACH A K FAA ATI SH O T FOR ADOmOMAL COMMENT! OH A M A 1TM .



STATE OF ALASKA 
1988 LEGISLATIVE SESSION

S p o n s o r  Halford. Falks. Kelly, et al, Components: Same as above 
R e q u e s t e r  Senate Rules______________ ________________________

EXPENDITURES I REVENUES: (Thousands of Dollars)
O PERA T IN G

REQUEST)

BILL VERSION:  CSSB 392  ( R u l e s )
PUBLISH DATE: 2  'IX -

FISCAL NOTE

Revision D a t e :_____
Title: An Act relating to the AIDEA

Agency Affected: _________
B R U : Same as above

AIOEA

P E R S O N A L  S E R V IC E S
TRA VEL
CO N TRA CTUA L
S U P P L IE S
E Q U IPM E N T
LA N D  & S T R U C T U R E S
G RA N TS , C LA IM S
M ISC E LLA N E O U S

CAPITAL - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

R E V E N U E - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

FU N D IN G : (T h o u s a n d s  o f  d o lla rs )
G E N E R A L  FU N D  
FE D E R A L  FU N D S  
O TH ER  
TOTAL - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

P O S IT IO N S :
FU LLT IM E - 0 - - 0 - 1o11o11o1

■ ■ "  - 0 -  ■

PARTTIM E 1
T EM PO R A RY -- —  !

A N A LYS IS : (A ttach  a  s e p a ra te  p a g e  if n e c e s s a ry .)

Passage of this legislation wJ11 have no fiscal impact upon the Authority's budget.

P re p a re d  by: Bertram L. Waanon. Executive Director Phone: 274-1651
D iv is io n : AK Industrial Dev, and Export Authority (AIDEA) Date: February 26, 1988

A pp roved  bv C o m m is s io n e r  _ J .  Anthony S m i t l a te :
A gency : Department of Commerce and Economic Development

D is tr ib u t io n  (by p re p a re r ):
L eg is la t iv e  F in a n c e  
L e g is la t iv e  S p o n s o r  
R o q u e s to r
O ff ic e  o f  M an ag em en t a n d  B udge t
Im p a c te d  A g en cy (ie s ) p a g e __ J ____o f  _ ] ____
0691Di9/022688a



c m  3omi»)
COMMITTEE SUBSTITUTE TOR SENATE BIL L NO. 392 (Rules) by the 
Rules Committee, entitled:

"An Aot relating to the Alaska Induitrlil Develep* 
nent and Export Authority, and providing f or an 
affactive data."

wti read tha flret tlma and referred to thi Labor I Comaeroe 
and Judiciary C o m m i t t o e s .

HOUSE JOURNAL March 2, lfll

SENATE BILL NO. 420 by Kartcuia, entitled!

c o m m u n i c a t i o n s

A letter of diacloiure wa* received in accordance with AB 
24 .C O .070, and appeara in Houia Journal Supplement No. 21.

Tha following reports were received!

AlaiVa Judicial Council
News Cameras in tha Alaska Courts!

Assessing tha Impact 
January 1901

Department of Education
Basic Skills Farformanet of Alaska's Students 
Achievement Test Result! for 19(4.IS;

19)5*46; and 1906-17

Univeriity of Alaska
Cooperative Ext ension Servlet
190/ Demonstration 6 Rtsaartk Report

Tha reports are on file in tht Speaker's office.

"An Act relttlng to the curriculum required in 
public schools,"

was retd the first tlma and referred to the State Affairs 
and Health, Education 6 Social Servlets C o m i t t a e s .
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• State of Alaska - Office of the Governor

■ ■ ' ■■■■&(-,

i BILL ANALYSIS - Alaska Industrial Development and Export Authority 
Continuation of Analysis of Bill/Program Effects

When the limit was originally set at $500,000 it coincided with the SBA limit. 
Subsequently it has been learned that several other instrumentalities of the U.S. 
Government guaranty larger loans and this would accommodate these. The purchase of the 
guaranteed portion of these loans provides a secure investment of the Authority’s funds 
and at the same time assists the Alaskan economy.

Section two of the bill changes the method of calculating the interest on loans 
purchased by the Authority that are guaranteed by an instrumentality of the U.S. 
Government. Current law provides that the interest rate received by the Authority will 
equal the Moody’s Aa composite bond yield.

The SBA seta limits on the interest rates it allows banks to charge at 2 1/4% over New 
York prime for a loan under seven years, and 2 3/4% over New York prime for a loan over 
seven years. Recently these rates have gotten out of sync with the Moody's rate and 
makes it impossible for the Authority to participate in this program (i.e. the Moody's 
rate exceeds the SBA limits). It should be noted that at times during the period of 
high rates in 19P0, '81, and '82, the Moody's rate was as much as 7 1/2% below the SBA 
limits.

This legislation corrects this problem by setting the rate at the lesser or' (1) the 
prevailing prime rate adopted by SBA, or (2) Moody's Aa index or such other index as set 
by regulation of the Authority. Additionally the Authority is given the ability to 
utilize either of these indexes as fixed rates or floating rates providing greater 
latitude to borrowers and banks. This language will provide the flexibility to once 
again make the program attractive.

Section three of the bill addresses a problem in that existing statutes prohibits a bank 
from participating in any of the Authority's programs if over 2% of its loans sold to 
the Authority are 90 days or more delinquent. The new language provides that the 
Authority will adopt regulations to describe the circumstances under which it will 
discontinue purchasing loans which will provide much needed flexibility to allow banks 
access to the Authority's programs.



STATE OF ALASKA 1988 LEGISLATIVE SESSION
mviBILL YER51n  r- 

PUBLISH DATE s

REQUEST;
Revision Date:
T it le : An a c t  r e l a t i n g  t o  th e  A la s k a  
I n d u a t .  D e v e l. and E x p o r t  A u t h o r i t y  

Sponsor: Governor

FISCAL NOTE
AK I n d u s t r i a l  D evelopm ent

Agency A/Tec ted: and Export .Authority___

BRU: Same aa above---------- --------

....
----------

Requestor: Author! Ly_Baaxd nf., THrfrtnrs
Components :.. il/A,

O PERATING F Y  88 F Y  89 F Y  90 FY  91 FY  92 F Y  93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
BQUTPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

_ _ . \
-- -

T O T A L  OPERATING

C A P IT A L  | $25.0 Mil $35.0 M i l ^$40.0 Mil

rHO
•

o<T<.0- $40.0 Mil

REV EN U E

FUNDING : (Thousands of Dollars)
GENERAL FUND 
FEDERALFUNDS 
OTHER 
TOTAL

$25,0 Mil $35.0 Mil $ 4 0 .0  Mil $40.0 Mil $40.0 Mil
$25 ..n M n .$3 5.0 Mil SIO-ILLL. S4Q.Q :m

P O S IT IO N S :

hULL-I LMii 
PART-TIME 
TEMPORARY $ 0 ^ ' "

A N A L Y S IS (Attach a separate page if necessary)

SEE ATTACHED SEPARATE PAGE

Prepared by: -Bg rtram  h .. Wagnon.. .F.xp.r.iit.l.vf:. Hirp.r.r.nr Phone : 274-1651.
Division : .AK In d u s t r ia l  Development 4 Export A u th o r ity  . Date: January  IS . 1988

__________________________________________  D a te :_______________________Approved by Commissioner: 
Agency: . _____________
Distribution (by preparer) :  

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies) page of



State of Alaska 
1988 Legislative Session 
FISCAL ROTE 
Page 2 of 2

ANALYSIS:

Section 1 This bill increases the loan limits of the Authority from 
$10.0 million to $25.0 million. The funding source is 
bond proceeds derived from the sale of the Authority's 
general obligation bonds.

Section 2 Changes 44.88.165 to allow the Authority to provide by 
regulation when a bank will be restricted from submitting 
credits to the Authority. Currently it provides that 
when over 2% of a bank's loans sold to the Authority are 
delinquent 90 days or more, they cease being eligible.




