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HOUSE COMMITTEE REPORT

2/3/88 FURTHER REFERRALS
.DATE
The Labor & Commerce Committee has considered HB 430

"An Act relating to the neighborhood business development program; and
providing for an effective date.™

RECOMMENDS :

[xyj replace with C--S c ) [ 1 the same title
[ ] attached amendment(s) [pC] a new title
C X do pass

do not pass

no recommendation

individual recommendations

additional referral to the Committee

ADOPTS1 [ 1 letter of intent

ATTACHES NEW FISCAL NOTE(s):

D] fiscal impact [ ] same as previous fiscal note
[ 1 zero fiscal note published
[ 1 zero with analysis [ ] same as previous zero fiscal

note published
SIGNING DO PASS: RECOMMENDATIONS:
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STATE OF ALASKA BILL VERSION: CSHB 430
1288 LEGISLATIVE SESSION PUBLISH DATE.

REQUEST: F'SCALNQTE

Revision Date: Agency Affected: Commerce & Econ. Dev.

Tide: An Act relating to the NeighborhoochRii- Business Development
Business Development Program _

Sponsor: Labor and Commerce Committee Components:

Requester: Labor and Commerce Committee

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93
PERSONAL SERVICES 64.3 64.3 91.0 91 .0 91.0
TRAVEL 6.0 6.3 6.6 6.9 7.3
CONTRACTUAL 4.5 4.5 4.0 3.5 3.5
SUPPLIES 4 A4 A4 A4 A4
EQUIPMENT 10.7 6 6 6 -6

LAND i STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 85.9 >6. 1 102.6 102.4 . 102.8

CAPITAL

REVENUE

FUNDINQ: (Thousands of dollars)

GENERAL FUND 85.9 76.1 102.6 102.4 102.8

FEDERAL FUNDS

OTHER
TOTAL 85.9 76.1 102.6 102.4 102.8

POSITIONS:

FULLTIME 1.5 1.5 2 1 2 2
PARTTIME 1
TEMPORARY

ANALYSIS: (Attach a separate page ifnecessary.)
SEE ATTACHED PAGE

Prepared by: Larry Mercul ieff/Dir&torWft/ - Phone: 465-2017

Divisian: Business Deve lopment b)) 2 Date: February 26, 1988

Approved by Commissioner:
Agency: Department of Commerce

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management ano Rudget
Impacted Agency(iies) page 1 0]_2

0985CU2/022688c



ANALYSIS:

HB 430 states that the funds can only be used by communities of over
20,000 population which means only the Municipality of Anchorage, City
and Borough of Juneau, City and Borough of Sitka, and City of Fairbanks
can qualify.

The management of the fund will require the full time services of a
Development Specialist 1 (Range 18) and the half services of an
Accounting Clerk 11 (Range 9B). These two new positions will design,
implement and administer the programs. By the third year, the
Accounting Clerk 11 will be needed full time.

Development Specialist 1 (Range 18) $49,340

(Salary and Benefits)
Accounting Clerk 11 (/2 time) 14,938
$64,278

Administrative travel necessary to administer program will be $6,000 in
FY 89 increasing by 5% (inflation) a year through FY 93.

Contractual costs will be for communication items such as phone,
postage, advertising, etc.

Supply costs will be minimal $400 per year.

Equipment cost will be higher in the first year as two new offices will

have to be equipped. This will include new modular units, two computer/
word processors, two chairs and miscellaneous. Cost for each office is
approximately $5,500. After first year, equipment cost will be minimal.

0985D-3
Page 2 of 2



5-1743L
Chenoweth

2/17/88
Original sponsor: Labor and Commerce
Committee
BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 430 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act establishing the Alaska neighborhood business
initiative; and providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. The purpose of AS 44.33.431 -44.33.433, added
by sec. 2 of this Act, 1is to promote a neighborhood business initiative by
establishing a program of economic development of commercial neighborhoods
in the state®s principal cities by financial institutions, relying on local
initiative for the specific design of local programs.

* Sec. 2. AS 44.33 is amended by adding new sections to read:

ARTICLE 6A. NEIGHBORHOOD BUSINESS DEVELOPMENT PROGRAM.

Sec. 44.33.431. NEIGHBORHOOD BUSINESS DEVELOPMENT FUND. There
is created the neighborhood business development fund, to be adminis—
tered by the commissioner. The ~commissioner shall deposit to the
credit of the fund

(1) grants and contributions to the fund; and
(2) appropriations to the fund.

Sec. 44.33.432. POWERS AND DUTIES OF THE DEPARTMENT. (@) The
commissioner may use money 1in the fund to make grants to nonprofit
development corporations that qualify for assistance from the Neigh—
borhood Reinvestment Corporation organized under 42 U.S.C. 8101-8107
(Neighborhood Reinvestment Corporation Act), for purposes of neighbor—
hood housing services, community revitalization, and economic develop—
ment projects in a city that has more than 20,000 persons.

(b) The commissioner may adopt regulations necessary to carry

-1- CSHB 430 (L&C)



out the department®s functions under AS 44.33.431 - 44.33.433.

(c) The commissioner shall provide for an annual audit of
grants to nonprofit development corporations made under (b) of this
section.

Sec. 44.33.433. DEFINITIONS. In AS 44.33.431 - 44.33.433

(D "commissioner™ means the commissioner of commerce and
economic development;
(2) "department™ means the Department of Commerce and
Economic Development;
(3) "fund" means the neighborhood business development fund
established in AS 44.33.431.
* Sec. 3. AS 44.33.020 is amended by adding a new paragraph to read:
(30) administer the neighborhood business development pro-—
gram under AS 44.33.431 - 44.33.433.

* Sec. 4. This Act takes effect July 1, 1988.

CSHB 430(L&C) _2-



January 29, 1988

Representative Dave Donley

Alaska State House of Representatives
Pouch V

Juneau, AK 99811

ATTN: Mark Begich

Dear Representative Donley:

At your request, 1 am enclosing the annual report of the Neighborhood
Reinvestment Corporation and some material describing the breadth of program
services developed within local corporations as part of the Neighborhood
Housing Services of America (NHSA) network.

Also enclosed is a copy of the Community Development Amendments of 1978 which
originally chartered Neighborhood Reinvestment by Congress and provides for
annual appropriatiot- to support the corporation. At the request of a local
government, Neighborhood Reinvestment will conduct an assessment of a community
with that community and provide assistance in developing local public and
private partnerships that are necessary to set up a Neighborhood Housing
Services Corporation. Once established, the corporations are independent,

local non profits, chartered by state and local incorporation requirements, but
are provided ongoing network assistance and occasional program development
capital to test new programs within the local community as required.

Typically the local Neighborhood Housing Services Corporac*on operating under a
public private partnership board administers a loan fund for housing and
economic development type of activities. The national track record for
leveraging capabilities is quite high and on the average has provided a ratio
of 32:1 in private to public dollars. The secondary market support comes from
our necwork consortium of NHSA, which purchases loans made by the local NHS to
continue to replenish needed loan fund dollars.

Anchorage Neighborhood Housing Services is currently "mre of small handful of
Neighborhood Housing Services Corporations which is p oviding Commercial
Development loans which | described to you previously. If the city of
Fairbanks is interested in creating a local non profit corporation modeled
after the NHS, my suggestion is that they seek assistance through Neighborhood
Reinvestment in developing that corporation. Anchorage Neighborhood Housing
Services wruld be happy to assist both Neighborhood Reinvestment and Fairbanks
in that erfort, but it is paramount in my mind that it be a locally controlled
private non profit. In establishing public private partnerships, local control
is essential, as is an adequate resource base of funds to do the work at hand.
IT the state legislature were to provide additi >nal capital for commercial
revitaliz xon, ANHS most certainly could utilize those funds because we have
some significant projects that need funding and will help to stabilize the
economy, as | am sure could a Fairbanks NHS.

Anchorage Neighborhood Housing Services, inc.
3700 Wooaiana Parx Drive Suite 500. Ancnorage Aiasxa 99517. (907) 243-1553



PUBLIC LAW 95-557—O0OCT. 31.1978 92 STAT. 2115

TITLE VI—NEIGHBORHOOD REINVESTMENT Ntiglborboo.!
CORPORATION RaiaveWmenl
Gwponli * Act.
short m u

Sic. COL This title may becited u tlv. “Neighborhood Reinvestment 42 USC 8101
Corporation Act".
iTKonroa ano rtmrotr

sec.602. (a) The Congress finds that— 42 USC 8101.

f1) the neighborhgod housing services demonstration of the
Urban Reinvestment Task Force nas proven its worth asa success-
ful proqram to revitalize older urba nelghborhoods by mobiliz-
lmg ;fub ic, prirste, and community resources at the neighborhood

(zj the demand for neighporhood housmgservmesprograms|n
cit es throughout the Unite Staﬁes warrants th (hreatmn %
R lic corpdration to |nst|tut|ona|ze and expand the neigh

sing services prolgram and other programs of thepresent

UrT%n em estm?nth as Iorce b b
urpose of this title is to e tablis ic corporation
Wh(l ?1W|ﬁ ontinue the joint efforts of the FegeraWnanmalr%u ervi-
sor %enuesand the De artmentofHousmg nd Urban Development
ote relnvestmentmoldernelghborho by local financial insti-
tu ons wor ing cooperatively with community eople and Iocalgov-
ernment, and which will iontmue the nonbureduciat caqproac 0 %e
Urban RemvestmentTas Force, relying largely on local initiative for

the specific design of local programs.

ESTABLISHMENT OF CORPORATION

Sec. 603. (a) There |s established a Natjonal Nelghborhood Rein- 42 usc 8102
vestment ?orgoratl n (hereinafter referred to as the “cor oraélon
which s all corporate and shall possess the\gower sha
be su ject to the d |rect|0n and limitations specified herein L
I( The corggratlo sh || |m lem ntanaexpandr idemonstranon thitia.
activities carried out Urban Reinvestment
((% The cor oratio sh ||m1|nta| |tsgr|n0|paloflce|r%theDJstrlct Office*,
%f L umblabo at such other place the corporation may from time to

(d) The corporation, including its franchise, activitjes, assets, and
income, shall b exempt 'from all taxvtion now or hereafter imposed ?/
heUnlted State* b an%terrltor){ degendency,or ossessmn thereo

orhbya tate cou t un|0|pa|t rlocal H]) auth OrItY  except
tat an rea of tecor oratlon shall be subject fo State,
terr mum | al, or ocal taxation to the same extent
aoo |ngt0|tsv lue as ot rrellpropertylstaxed

BOARD or DIRECTORS; ESTASLIBIMENT

ec. 604. (a) The corrﬂ]orz% Wn shall beurg)derthedlrectlon of aboard Membership.
of ditéctors fade up of the following m 42 USC 8103,
1) the Chairman of the Fe eral Home Loan Bank Board:
2) the Secretary of Housing and Urban Development;
3] a member of the Board of Governors of the Federal
Re grve System, to be e3|Pnated by_the Chairman of the Board
Governors of the Federaf Reserve’System |



92STAT. 2116

("hairmtn.

Compcnutioo
and eiptOKi.

Quorum.

42 USC 8104.

PUBLIC LAW 95-557—0OCT. 31, 1978

4) the Chairman of the Federal Deposit Insurance Corpo-

(4)

rtg
the Comptroller of the Curr ncy: en

?the AdPnrnrstrator of ﬁ yNat%jonal Credit  Union
[

n

(bﬁ goard shall elect from among its members a chairman who
shill serve for a term of two years, except that the Chairman of the
Fed eral Home Loan Bank Board shall serve as Chairman of the Board
of Dyrectors for the f rrst such two-year urm,

(c Each director of the corporation shall serve os officio durin
the erro re holds the office to which lje rsappornted by the Presiden

( rrecto[s 0f the corBoraéré)n as full-time officers of the
Unr States shall serve without additional com(ieiisation but shal
be rermbursed for travel, subsistence, and other necessary expenses
incurred In the performance of their duties as directors of the
corp rartron

f he directors of the corjjoration shall adopt such bylaws,
F icles, and admrnrstratrverP ISIQNs IS nre necessary. to the’ func-
joning of the corporation and consistent with .he provisions of this
tit|

ttﬁt The presence of a majority of the board members shall con-
sti

g %h]e corporatron shaII I>e subject to the provisions of section
55 oftrt| 5, Lnrted St ﬁ

2 Ings of the oard of directors will be conducted in
accordance wrth the provisions of section 552b of title 5. United Stales

Code.
OFTICERS and emvlotxes

Src. fi05. to) The Ixiard shall haye power to select emtp ,and fi
tho con rensatorrand benef rtso such o rcers emplo ees a tor eys, an
ﬁents s shall be necessaw o]r the perorman eof ifs dutie under
this title, without re%rar 0t Rrovrsronso title 5, United, States
Cotre overnrn gpo ntments in the competitive service, cIassrfrcatron
General Schedule pagl rates, except that no officer, employee, attor-
ne 0r agent ?f the ‘corporation ma H g aid compens tion at a
rate in excess o [ hest rate provided for GS-18 of the Genera
Schedule under sectron 332 of title 5. United States Code
The directors of the corporation shall appoint an executive
director who shall serve as chief executive officer f the corp oratron
(c) The executive director of the corporation, sub ectt1 roval
hy the hoard, may aﬁgorntand remove such emtplo%/ f the co xrra
tion as he determines necessary to carry ouf the purposes of the

corp rQ
onpolrtrcal test or polr&oal %ualrtr ation shall b used in set}ect
point romotrnrd ort t ersonne action wrt
tto any oflroer agent, orem eeo or oration or of an
recr rent or n selecting or moPrto rhqrantee corltractor orpef-
50 ren'rty receiving financia %srst nceu dertmtte
g) Officers ande 8'0 eesoft ecorgoratrons all not Ireconsrdered

0 rc 1S 0r egr plo ee he United States, and the cohoorat %
not be considere fie artment a ency, or instrumentalit e Fe
Tral he subject to a mrgrstra ive

era Governmgnt T ora s rt
ice 0f Management an

and.cost stan gr rssue t){teo f %et
Isrr]rsnthajr“t)ongtan ards applicable to non-profit grantees and educatio

PUBLIC LAW 95-557—0CT. 31, 1978

rOWEM AND DUTIES

Bec 606. (a{(l The corporation shaI‘ continue, the w]ork of the
Urban Reinvestment Task .Force in establishing nei

su%ervrsrn([r T progress, rovi wrt grants an tech-
nical, assistance. tor the pur ose o th rs parag rarP a nelgh orhood
housing services program ma rnvoven artners go neigh or 00d
residents and representatives of local ov rnmental nd financial instl-
tutions, grganized as a State-chattcréd non-profit corporation work
rn tobring about reinyestment in.one or more nerghborhoods throug

rogrsm 0f's stematrc housing .inspections, increased public inve t

t rncr?ase lPrrvate endin rncres res| entbnve tment, and
revovrn oan fund to mike loans aval a e at flexible rates and terms
to homeowners not meeting Prrvate lending criterja.

2) . Tht corp oratron shaI continue the work of the Urban Reinvest-
mctTask For e in identitying, monitoring, evaluating, (an rovrdrng
rants and technical assis ance to selectes nerghborhoo reservafio
rojects which alrow Promrse as mef anrsms or reversrn? neighbor-

00d.decline and rmP ovrngte uality o nerg orhoo

The corporatlon shall ex errmentalg/ replicate nel hborhood
P S rvatron grorlects whrch have demonstratéd success, and after creat-
ng reliable d mental processes, bring the new programs to neigh-

|rorhoods throughout the United States wniclj in the jidgment of%he
corporation cal benefrt therefrom, b ProYrdrn assr?ta ce in orga-
nrzn rograms, rovr rn%drant I partial support of program costs,
vr ing technical assistance to ongoing programs.

Th ecorporatron shall continue th work f the Urban Reinvest-

Tas Force In suglportrn Ner? 03 Housing Services of
Amerrca a nonpro rt c Roratr n established to provide services, to
local_.nejghborhgog housing services programs, with. support whrch
may include technroal assistance and grants to expand its atrona [oan
purchase pool. and may contract wrth it for services which it can per-
orm m%re etfrcrentIY or ette?trvel than the corporation.

2 The corﬁorat on shal aking ana providing the foregorng
rants and technical and other assistance, determine the reportrnﬁ
anagement restrrctrons o requirements wrth which tho recipients of

such giants or other assistance must comply. In making such deter-
minations, the corgoratron shaII assure that recrprents 0 9rants and
other assrstance make availahle to the corportiqn such infofmation as
mv\)/ be necessary to determine compliance with applicable Federal

0 carry out the foregoing purposes and engage in the forego-
éactrvr rTe % )clorporateron is uth%rp H 9 /

1) 10 tater and use acorporate seal:
LZ to hav successronuntrl dcrss%R/edb Act of Congress;

3 i o ma e and perform contracts, agreements, and
era t sue and be sued, complain and defend, in any State, Fed-
(5 ]n determrne rt% necessary exoendrtures and the manner in
whi éres all be in urre allowed, and P an aB'oornt
em on Rrovri orthe compensation gf 50 tants,
\évor I%j regar to ahy other law, except as provided in section
6) 10 settle, ad ust, and compromise, and with or without com-
pensation or bene itto the corporation to release or waive in whole

92 STAT. 2117

rhood_ltous- program,

Seryices Phedrams in nei h orhoogsthrt té%h uf t eUnrted 3tat S Z;ﬂﬂ;ﬂéUgolads_

project?,



92 STAT. 2118

Cooiracu Md
ranu.

service* «ot
ficiliDei.

Tnmmituj i
Presrdent IOJ

42

ngrel

C8106.

PUBLIC LAW 95-557—0CT. 31. 1978

rin part, in advance orotherwrse any claim, demand, or right
,b ,ora arnstte or t“h
7¥ {0 In est SuC un aoft ecorporatron in such investments
Q board of directors rpda Rrescrr

oacqurre ta e hold,'ahd own, ehd to deal with and dispose

as
t
of
o t0 exercise all other owers at are necessary and proper to
P tha d t
ryTQUt the pur osesof
1) he cor or on mgy c? tract with the O{rce olr Ne#rhbor
er nvestment of the Federal home loan banks tor al sta Serv-
,f acllities, and e rppment now or in the future urnished yr
of N er hborhoo einvestment to the Urban Rernve t]ment asl}
Force,r
X

N D receiving the services of the Director of the Qffice o
|
(

hood %ernvestment as the corporation’s executive director,
he corporation shall have the power to award contracts and

grans Kt) neighborhood housing servjees corporations and pther non-
fit corporations engagedin neighborhood preservation activi-

re ' ar]d
EQ ocal governmental bodies.

3) Secretary of Housing and Urban Development,th e Federa
Home Loan Bank oard and the Federal home lpan banks, the Board
f overnlo_rso t]he Federal Reserve éystem and the Federal Reseryo
anks th] edera Dep%srt |nsurance oporatron and the Comptrol-
er of the Currency, the National CredIt Union A mrnrstratr n or
any otherde artmen rz;enc orother rnstrumentalrt of the Federal
Government abre authorized to provide ser]vrces Bcrhtres with or
without reimbursement, necessary to achieve the objectives and to

carryo urposes of this title
ay lfs p%g grporatron shall have no power to issue any shares of
sto ks,\?rtodecl reorpacy any divid
ep ncome’ o/ assetso the corporation shall inyre
to eben rtof any director, officer, orempogee , EXcept as reasonable
?]atron for services or reimbursement f enses.
e corporation may not contribute to or otherwise support any
poli trcaI party or candidate for elective public office.

extorts and audits

607 ) The oration shall ublrsh an annual report which
shal be trzgnsmﬂte @ he corpora ion to the PresarderPt ‘{Y h

rﬂ The ccountsof thg cor oratdon shall e audrted annualg/ Such
tss a be con ucte ccordance with denera y acce tdau dit-
md standards Z ind epen dent certifled, pubfjc_accountants who are
ce trfred bva reg latory authority of the jurisdiction in which the audit

nd era]
¢) .In addrtron to the annual audit, the financial transaotronsofthe
8 oratgon rrany fiscal yeardunn whjch Federabl ungsaeav
Inanc nr¥ portion. of its o erations may be audite
General coountr rce na cor ance wth such rules ar'1 rerd -
trons as may be scne e Comptroller General o [ rteg
E e“financial transactjons of th corg oratjon s e audite
e eneral Accountrng Ice at east onc urrn eac three years.
d For an hsoalx unng which Federal funds are available
to fi ar\ce any portion_of the cor ratrons rants or contr cts th
General Accounting Off rce rn accor ance wr such rules an -
tions as may be prescrrbe g/t e Comptroller General of the U ited
States, may audit the granteés or contractors of the corporation.

PUBLIC LAW 95-557—0CT. 31. 1978 92 STAT. 2119

el) The cor oratron shall co duct.or regurre each rante? I con-
tra db for.an un ua nancra(! rfr The regort of each
suc au |t emarntarne for a period of at least five years at t he

principal offrce ofthe corporation,

AUTHORIZATION

Sec. 603, ﬂ ) Thera are authorized to be%p rrated to the corpo- Ap rUii
%98” to ealry out this title not to exceed $12,5 0000 or fiscal vear Eumﬁ

fhr ands arp r(pprrated pursuant to this section shall remain avail-
abeunt expe e
L N'on-Federal funds received by Fe cor ratron and funds
recefved by an%/ recr ient from a Bource other tha the corporation,
shall he at 80(51 ted or and rdeéporte das receipts and drsbursements
wprrate and distinct from
P] The corporation sha'.l prepare annuaMy a business- txge budget Annuil budget

whrc S aI be submrtted fo the Ofrce of anadement a Budget lubmittil.
Lhnder such rul% and regulatrpns as the Presiden macrfesta ish a

the date of submission, the form and content the classifications of

data, and th emannerrn which suc rogram s hall be prepared
and eresente The bu %eto tecor raton s modified, amended. TiiDimuul io
or revised by the Presr nt shall betansmrtte to the Con%ress asa Congici.
part of the ‘nnnnil budget required by tho Budget nnd Accounting

mrftea &%mAtrlnnengrtern]tes t0 the annuaI budget program may be sub 31 USCI.

G AND COMMUNITY

HOUSIN
DEVELOPMENT ACT OF 1980

PUBLIC LAW 96-399—0CT. s, 1980 94 STAT. 1645

NEIGHBORHOOD REINVESTMENT CORPORATION

31j Title V| of the Housing and Community Development
Amendmentso 1978 isa dj g y P
<|tttrJysttr|I§|ngou} Natronal in secthon 603ial; t fsacti 42 USC HIL2
1 by striki 'SUpervisin e first sentence of sectio
frOtﬁaHynand |nn%ertrn lrJFeu thegreor} eword monnrtor?ng anrq 42 USC Mill9)
Y striking out nnd not to exceed 12, 000 000 p]r r ﬁa
Illeo n section 608<ai and nsertrnd in lleu'th ereo(jt ollo rneqd 12 USC HIlit

g 5%86% For%rsca ecglc?olgogr1 Iscal year 1980, and not to exce



ARRITCHONS Actor ™

96 STAT. 1544 PUBLIC LAW 97-320—OCT. 15, 1982

42USC 8103

421'SC 8105

NEIGHBORHOOD REINVESTMENT CORPORATION
Sec.710.  Section 604 of the Neighborhood Reinvestment Corporation Act

(Public Law 95-557) is amended—

il by redesignating subsections ifl, igi. and (Hi as aubsectiona igl. th>
and til, respectively, and by inserting nflct subsection lei the followmg.

"If) A director who ia necessarily absent from a meeting of the board, or
of a committee of the board, mah/ participate in euch meeting through a
duly des_lgnated representative who is serving, ﬁursuant to appointment by
the President of the United States, by and with the_advice and consent of
the Senate, in the same department, agenc% corporation, or instrumentality
as the absent director, or in the casé nf the Comptroller of the Currency,
through aduly_desgnated_DeputY Comptroller.”: and

42) by inserting in section 60-ligi, as redesignated, ufter "members ' a
comma’and the words ‘or their representatives as protided in subsection

ibi Section 606ic)t3i of such Act is amended bv inserting *funds.” alter
"provide”.



" AN ACT RELATING TO THE NEIGHBORHOOD BUSINESS DEVELOPMENT PROGRAM "

HB 430 and the companion appropriation bill HB 431 is a program modeled
after an existing loan program run by a n<,-profit corporation within
Anchorage. The concept of the program is ko leverage state money with the
secondary Tfinancial markets, which include over $30 million from national
insurance companies. Some national insurance companies have made such
"social investments"™ funds available for community service and public
relation purposes. The purpose of this program is to redevelop commercial

business zones.
The objectives of the program is:

- Create new short terra and long term jobs.
- Create an incentive mechanism for attracting new businesses to an area.

Help make existing businesses more viable, attractive, and stable.

- Leverage business loans made with conventional financing.

- Create a business climate that better services the community.

The bill also stipulates that any non-profit that applies for the grant
funds from the Department of Commerce and Economic Development must meet

the criteria set out in the Neighborhood Reinvestment Corporation.

The purpose of this bill is to offer an opportunity to develop a "true"
public/private partnership in communities.



] Adding Strength through Private Sector S' “ort

NHS Secondary Market Loan Purchases
For the years 1976 to 1986

Cumulative Purchases

Loan Balances 1000's|

25000

Jy* 1976 1977 1978 1979 1980 1981 1982 1983 1984 1983 1986

'Fiscal years ending September 30

NHSA Secondary Market. 1986

Sole Purchase Agreements tin millions)

I'ruilctuiul

Metropolitan

Aetna

Allstate

Ltptituhlr

Mutual Benefit Life

Lmplowrs Insurance of Wausau
Total

Bv leveraging social investments. NHSA has been
able to purchase more than S21 million in loans
from 112 NHSs.

SI12.5
5.0
4.0
4.0
5.0

1.0

$30.0

Affordable financing for home purchase and repair is
essential to neighborhood revitalization. Because
manv residents in NHS neighborhoods cannot afford
the cost of major home repairs under traditional loan
repavmcni terms or do not meet conventional credit
criteria, each NHS maintains a revolving loan fund to
provide loans at interest rates ancl terms that meet
these borrowers' ability to repav.

Neighborhood Housing Services of America (NHSA).
a national corporation created in 1974. provides sup—
port to the NHS network and Neighborhood Rein-—
vestment bv operating a secondary market to keep
NHS loan funds capitalized so that local NHSs will
continue to have the resources thev need to solve
neighborhood problems.

NHSA buvs loans from local NHSs and then sells col-
lateralized securities, backed bv pools of these NHS
loans, to social investors. Initially. NHSA used its own
funds to purchase NHS loans. In 1978. the Ford
Foundation and Neighborhood Reinvestment contrib—
uted loan-fund working capital and the F.quitable

Life Assurance Society of the United States agreed to
invest SI million in NHSA notes backed by NHS
loans, thus introducing ptivate-sector funds into the
process and creating a true .secondary market.

The secondary market quicklv proved to be both a
major resource for the NHS network and a sound
and satisfying social investment (participating inves—
tors agree to "give up" the difference between the
rate of return on their notes with NHSA and the
market rate). Currently, seven major insurance com —
panies have active note participation agree.ments with
NHSA totaling S30 million dollars.





