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MEMORANDUM 

TO: HOUSE LABOR 5 COMMERCE SUBCOMM

FROM: REPRESENTATIVE N l I L O  KOPONEN

DATE: 5 MAY 1987

RE: Amendment to CSSB 64 ( R u l e s )  am

I s u g g e s t  the f o l l o w i n g  amendment ,  by i n s e r t i o n  i n t o  Sec t i o n  
39 o f  the b i l l :

( 2 )  " b u s i n e ss  e n t e r p r i s e "  means a s i n g l e  
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any  c r e d i t w o r t h y  b u s i n e s s  pu rpose  [OTHER THAN ON A NONPROFIT 
BAS ISJT



This memorandum analyzes CS for Senate Bill No. 64 (Finance) "An Act 
relating to the Alaska Industrial Development and Export Authority; and 
providing for an effective date."

The legislation would accomplish three main objectives.

1. Creating an export financing program as a major focus of the 
Alaska Industrial Development and Export Authority (previously 
called "AIDA" and hereafter called "AIDEA";

2. Emphasizing small business enterprises in the AIDEA statutes; and

3. Providing a mechanism for infrastructure development in certain 
cases with no financial risk to the State of Alaska.

These are the key parts of the bill. Additionally, throughout legisla­
tive consideration of this bill, one other issue has been discussed - at 
what point should the Legislature be required to approve AIDEA participa­
tion in certain types of projects on an equity basis? CSSB 64 (L & C) 
placed this point at $50 million, CSSB 64 (IT) required legislative 
approval for any project, while CSSB 64 (Finance) places the line at $10 
million. It is the strong feeling of the administration that AIDEA could 
effectively do its work on any of the proposed scenarios, but that over­
all economic development efforts for the state would be seriously 
hampered if the bill were to become stalled over a point.

A sectional analysis follows:

SECTION 1 amends the statutory section (AS 44.88.010) setting forth 
legislative findings and policy with respect to AIDEA. It inserts 
references to "export small business" enterprises throughout the section 
to give emphasis to these types of enterprises as the target of AIDEA's 
financing assistance. It also inserts four new paragraphs of findings 
(on pages 1 and 2 of the bill) relating to the importance to the state's 
economy of expanding and facilitating financing for export businesses in 
Alaska.

On page 3 of the legislation (still a part of Section 1), new language 
provides a finding that it is in the public interest to encourage export 
activities by providing financial assistance for such activities in 
cooperation with federal, state and private institutions. This new 
language also provides a finding that it is in the public's interest to 
give AIDEA the power to acquire ownership interests in certain types of 
projects and to issue taxable, as well as tax exempt, bonds to accomplish 
its statutory purposes.

SECTION 2 adds a new subsection to the findings and policies section 
(AS 44.88.013). The new subsection finds it to be a policy of the state 
and a public purpose to provide financial support, in cooperation with 
federal, state and private institutions, to increase the export of Alaska 
goods, entrepreneurial talent, raw materials, and services.
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SECTION 3 creates a new statutory section (AS 44.88.060). This new 
statutory section creates the AIDEA revolving fund. The intent is to 
create a single fund into which all of AIDEA's assets will be deposited. 
Within the revolving fund, there will be the economic development 
account, the enterprise development account, and a number of other 
accounts. There are provisions later in the legislation defining AIDEA's 
ability to use assets of these various accounts. The revolving fund is 
created as a revolving fund so that payments on loans purchased or held 
by AIDEA in the fund can remain there and be used for AIDEA's purposes 
without necessitating an annual legislative appropriation.

SECTION 4 relates to the statement of AIDEA's purposes and contains 
provisions substantially similar to those described with respect to 
SECTION 1; that is, it adds references to export and small business 
enterprises in connection with AIDEA's purposes, and it adds new para­
graphs which contain statements of AIDEA's purpose with respect to 
exporting transactions (such as to foster the expansion of Alaskan 
exports, to cooperate with ocher organisations for that purpose, to 
provide a source of guarantees, and so on). This amendment also (in 
paragraph (2) on page 5 of legislation) provides a reference to the 
statute which specifies the types of projects in which AIDEA may take an 
ownership interest.

SECTION 5 amends AIDEA's general powers (AS 44.88.080) by inserting 
language to clarify that AIDEA's power to issue bonds includes the power 
to incur debt generally.

SECTION 6 also amends the general powers section; it adds new powers 
relating to financing and assisting export transactions, including the 
power to participate with other programs pertaining to the exportation of 
Alaskan goods, services or raw materials, the power to provide export 
finance training to its staff, the power to coordinate with various, 
federal programs, and the power to guarantee loans to qualified 
exporters. This section also adds, as a general statement of AIDEA's 
powers, the power to provide financing assistance for small business 
enterprises.

SECTION 7 amends AIDEA's administrative procedure statutory section 
(AS 44.88.085). This amendment is a new technical, clean up matter 
reflecting the addition of new powers and purposes for AiDEA and, there­
fore, the need to adopt regulations in addition to those currently 
referenced in (b) - (e) of AS 44.88.085.

SECTION 8 repeals and reenacts AS 44.88.085(c). Generally speaking, this 
part of AIDEA's statutes is intended simply to establish a procedure for 
the adoption by AIDEA of its regulations. The current provisions of 
AS 44.88.085(c) include both a general power to adopt regulations and an 
express duty to adopt regulations with respect to certain matters. In 
SECTION 12 of the legislation (to be discussed below), additional matters 
are set forth with respect to which AIDEA will have an express duty to 
adopt regulations. The repeal and reenactment of AS 44.88.085(c) in this 
section of the legislation is necessary to preserve the general power to 
adopt regulations while also moving the statement of matters as to which 
AIDEA must adopt regulations to V e  same part of the statute as those 
matters described in SECTION 12.
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SECTION 9 makes the same changes to AS 44.88.085(d) as those made to 
AS 44.88.085(a) under SECTION 7 (described above).

SECTION 10 makes the same changes to AS 44.88.085(e) as described in 
SECTION 9.

SECTION 11 makes the same changes to AS 44.88.085(f) as described in 
SECTION 9 and also makes a minor drafting style correction.

SECTION 12 (beginning on page 9 of the legislation) creates a new sub­
section (g) to AS 44.88.085. This new subsection contains those matters 
(referred to in connection with SECTION 8 above) as to which AIDEA must 
adopt regulations under the current provisions of AS 44.88.085(c).
SECTION 12 also creates a new subsection (h). Subsection (h) directs 
AIDEA to adopt certain regulations in connection with its program for 
encouraging the export of Alaska goods, services, and raw materials.
These regulations must establish criteria for eligibility of exporters 
under the program, set forth equity and collateral requirements, and 
include other similar matters.

SECTION 13 amends AIDEA's statutory section pertaining to the issuance of 
bonds (AS 44.88.090). The changes made to AS 44.88.090(a) by this 
section are intended to set forth clearly that AIDEA's bond issuance 
powers also extend to the issuance of bonds for AIDEA's development 
project financing. The term "development project" is defined later in 
the legislation and contemplates those projects into which AIDEA may take 
an ownership interest.

SECTION 14 repeals and reenacts AS 44.88.090(e). The reason for the 
repeal and reenactment is to reorganize the subsection into a clearer 
form. Otherwise, the changes made in that subsection are only for the 
purpose of making it clear that AIDEA's bond issuing power extends to its 
export financing program and development project program, as stated 
above, with respect to SECTION 13.

SECTION 15 makes the same amendment to AS 44.88.090(g) as described with 
respect to SECTION 14.

SECTION 16 makes the same amendment to AS 44.88.090(h) as described with 
respect to SECTION 14.

SECTION 17 amends the statutory section authorizing AIDEA to enter into 
agreements with trustees (AS 44.88.100). Again, the changes are intended 
to make it clear that AIDEA's power to enter into agreements with 
trustees applies to its programs for export and development project 
financing.

SECTION 18 amends AIDEA's capital reserve fund statute (AS 44.88.105).
The capital reserve fund created in AS 44.88.105 can be used by AIDEA to 
secure its bonds, but there are some limitations on that use. One of the 
limitations is the requirement in AS 44.88.105(f) that at least 20% of 
the principal amount of a loan be retained by the originating institu­
tion. The amendment makes it clear that this limitation applies to bonds 
issued under the export program.
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SECTION 19 amends the statute that contains the state's pledge not to 
limit or alter AIDEA's power to fulfill contracts it enters into with 
bondholders and federal agencies. The amendment makes it clear that this 
pledge applies also with respect to export and development project 
financing. The amendment also contains some minor drafting style correc­
tions.

SECTION 20 amends the statute that exempts AIDEA's property from local 
taxation (AS 44.88.140). The amendment again is for clarification pur­
poses, the intent being to make it clear that the provisions of this 
statute apply also to development projects financed by AIDEA. The amend­
ment contains a few minor drafting style corrections. Provisions have 
also been made for AIDEA to report annually to the Governor and the 
Legislature the extent of holdings the authority has which are tax exempt.

SECTION 21 amends the statutory section which created the enterprise 
development fund (AS 44.88.155). The amendment turns the "fu".J!l into an 
"account" within the revolving fund created in SECTION 3 (as discussed 
earlier).

SECTION 22 amends AS 44.88.155(b) to reflect the change described in 
SECTION 21.

SECTION 23 amends AS 44.88.155(c) to reflect the change described in 
SECTION 21. In addition, the amendment made in this section contains a 
minor drafting style correction.

SECTION 24 amends AS 44.88.155(d) to provide that the various loan limi­
tations set forth in this subsection apply only to loans financed with
assets of the enterprise development account.

SECTION 25 amends AS 44.88.155(e) to reflect the change described in
SECTION 21 and to make a minor drafting style correction.

SECTION 26 amends AS 44.88.155(f) to reflect the change described in
SECTION 21. This amendment also adds language at the end of that sub­
section to make it clear that AIDEA may pledge assets of the enterprise 
development account only to secure bonds issued for the financing of 
"projects," a term which is defined in AS 44.88.220. Accordingly, bonds 
issued for the financing of development projects and exporting trans­
actions cannot be secured by pledges of the assets of the enterprise 
development account.

SECTION 27 amends AS 44.88.155 by adding a new subsection (h) to make it 
clear that the provisions of that section (and, thus, the provisions 
relating to the enterprise development account) apply only with respect 
to loans purchased for "projects" under AS 44.88.155 - 44.88.159.

SECTION 28 amends the statute that creates AIDEA's loan insurance account 
(AS 44.88.157). The amendment takes the loan insurance account out of 
the enterprise development fund and puts it in the revolving fund. The 
amendment also limits the application of the loan insurance account to 
the financing of projects under AS 44.88.155.
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SECTION 29 amends AS 44.88.157(b) to conform to the amendment described 
in SECTION 28 which limits the application of the loan insurance account 
to the financing of projects under AS 44.88.155.

SECTION 30 amends AS 44.88.157(k) to reflect the changes described in 
SECTION 29.

SECTION 31 amends AS 44.88.157(1) to reflect the changes described in 
SECTION 29.

SECTION 32 amends the small enterprise loan account statute 
(AS 44.88.158). The amendment inserts the phrase "small business enter­
prise" in place of small enterprise, and it takes the ar- junt out of the 
enterprise development fund and puts it into the revolving fund.

SECTION 33 amends AS 44.88.158(b) to reflect the changes made in SECTION 
32. The amendment in this section also permits AIDEA to purchase or par­
ticipate in the purchase of loans to small business enterprises without 
being limited to purchasing only the portion guaranteed by the federal 
government. However, with respect to language in AS 44.88.158(b) relat­
ing to the purchase of those guaranteed portions, the amendment in this 
section adds a permission to AIDEA to purchase the guaranteed portion of 
a loan made to pay the cost of an exporting transaction for a small busi­
ness enterprise. The amendment in this section also contains a minor 
drafting style correction.

SECTION 34 amends the statutory section which sets a formula for how 
AIDEA must determine interest rates on loans it purchases (AS 44.88.159). 
The amendment makes it clear that this applies only to projects purchased 
under AS 44.88.155 - 44.88.159 (that is, projects purchased with assets 
of the enterprise development account).

SECTION 35 makes the same :hange with respect to the economic development 
fund (AS 44.88.172) as SECTION 32 makes with respect to the enterprise 
development fund; that is, it turns it into an account of the revolving 
fund. The amendment made in this section also makes it clear that the 
economic development account may be used only for the financing of 
"development projects," a term which is defined in SECTION 37 (discussed 
below). The economic development account is the source of financing for 
the projects that AIDEA expects to own or operate. The amendment 
includes language which (1) prohibits the pledge of assets in the enter­
prise development account (AS 44.88.155 - SECTIONS 21 through 27) in 
connection with the financing of a development project, and (2) directs 
AIDEA to make the financing assistance offered under the economic 
development account in the form of a loan to the maximum extent possible. 
The latter provision is in AIDEA's current law, but it is codified with 
the temporary and special acts. This amendment places it in the perma­
nent statutes. Finally, the amendment in this section also includes a 
minor drafting style correction.

SECTION 36 requires AIDEA to obtain legislative approval for issuance of 
bonds for the acquisition, financing or operation of a development 
project.
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SECTION 37 amends the statute which provides certain exemptions for AIDEA 
from the operation of other statutes (AS 44.88.159). The amendment in 
this section would exempt loans purchased or financed in whole or in part 
by AIDEA from the operation of the state's usury law. It would also make 
it clear that a guaranty by AIDEA in connection with its export financing 
program is not insurance for purposes of the state's insurance code.

SECTION 38 stipulates that the authority may not charge a penalty for 
prepayment of a loan after five years from the inception of the loan.

SECTION 39 defines authority as the Alaska Industrial Development and 
Export Authority.

SECTION 40 amends the definition section of the AIDEA statutes 
(AS 44.88.220). It adds new definitions for "development oroject" and 
"revolving fund." The development project definition includes those 
facilities described in paragraph (A)(i) of the definition of "project" 
under AIDEA's current statutes. The intent is to define development 
projects (that is, those projects with respect to which AIDEA may acquire 
an ownership interest) to include the basic resource development and 
infrastructure types of projects. The definition of revolving fund 
refers to the revolving fund created under SECTION 3.

SECTION 41 adds new provisions to AIDEA's statutes. The new provisions 
will become AS 44.88.300 - 44.88.390 and will relate to export assistance.

Under AS 44.88.300, AIDEA would work with financial institutions to 
determine which exporting transactions qualify for AIDEA assistance. The 
AIDEA assistance would be provided in the form of a guaranty of a loan 
for the exporting transactions.

Under AS 44.88.310, the transaction would qualify only if it has some 
significant contact with or benefit to the State of Alaska. That contact 
or benefit, generally speaking, would have to be in the form of a minimum 
percentage (25%) of the transaction resulting in the sale of Alaska 
materials abroad, the rendering of services abroad by an Alaska business, 
or providing similar benefits.

Under AS 44.88.320, AIDEA could guarantee up to 90 percent of a loan made 
to finance a transaction that qualifies under AS 44.88.310, but AIDEA 
would first have to find that the guaranty is reasonably necessary to 
stimulate or facilitate the making of the loan.

Under AS 44.88.330, the financing institution involved in the transaction 
would be required to make the first credit investigation with respect to 
the transaction.

Under AS 44.88.340, AIDEA would be required to keep confidential 
sensitive information about the transaction or the exporter involved in 
the transaction confidential.

Under AS 44.88.350, AIDEA would be allowed to establish fees by regula­
tion to cover the costs of administering the export assistance program.
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Under AS 44.88.360, a guarantee issued by AIDEA for an export transaction 
would guarantee against political or commercial loss of principal and 
interest on an eligible export transaction.

AS 44.88.370 would make it clear that a guaranty does not constitute a 
general obligation of the state.

AS 44.88.380 would shield officers, employees and agents of AIDEA from 
personal liability in connection with any guaranty AIOEA issues.

Under AS 44.88.390, the guarantee could be secured by an export insurance 
account into which AIDEA could deposit bond proceeds issued for the pur­
pose as well as other amounts appropriated to AIDEA.

SECTION 42 directs the revision of statutes to change the name throughout.

SECTION 43 repeals subsection (c) of the statutory section amended by 
SECTIONS 32 and 33 (that is, AS 44.88.158). This repealer cleans up some 
outdated language and facilitates the financing of small business enter­
prises. SECTION 42 also repeals the requirement for legislative approval 
of each project financed from the economic development account; however, 
the bill retains the requirement elsewhere for legislative approval of 
any project over $50,000,000 in size. SECTION 42 also repeals the AIDEA 
multifamily statutory section (AS 44.88.156).

SECTION 44 provides an immediate effective date.
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S E S S I O N

FISCAL NOTE
R E Q U E S T :

RevisionD ate: April 8, 1987____________
Title: An Act relating to the Alaska

Industrial Development Authority 
Sponsor: Kelly, Kerttuia, talks, et al.
F .equesto r: ____________________________

D ill V e rs ion  : 
Pub lish  Date :

CSSB M  (RULES 1 
7 ____________

Commerce & Econ. Dev. 
B R U• ^as^ca' industrial Uev. Autn.

C om pon en ts

K X P K N n iT U R K S /R F .V E N U K S : (T housands o fD o llan r t
OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES
TRAVEL
OONTRACFUAL
SUPPLIES
EQUIPMENT
LAND & SI'RUCTURES
GRANTS, CLAIMS
MISCEIJ-ANEOUS

65.0 65.0 65.0 65.0 65.0
10. U 10.0 10.0 10.0 10.0

........26.0 KJL ]T,n 1 5 . 0 15.0
.s.n r n ... 56!).. 5.0 5.0
r n .* . ...mo .....  ILL n.n 0.0

TOTAL OPERATING _ . 119-9 95.0 95.0 95.0 95.0

C A P IT A L  j 16,000.0 31,000.0 36,000.0 36,000.0 36,000.0

REV EN U E 16,110.0 31,095.0 36,095.0 36,095.0 36,095.0

F U N D IN G : (T housand s o fD o lla r s )

GFNERALFUND 
FEDERAL FUNDS 
OlltER 
ITTfAl.

16,110.0 31,095.0 36,095.0 3b,09b.U 3b,U90.U

P O S IT IO N S :

FULL-TIME
PART-TIME
TEMPORARY

.1 1 1 1 1

A N A L Y S IS  : (A ttach  a sepa ra te  page if  necessary )

See Attached.

Prepared b y :  Bert Wagnnn.^ Executive Director  Phone : 2 7 4 - 1 6 5 1
Division:  A l a s k a  I n d u s t r i a l  Deve l o pmen t  A u t h o r i t y  D a te :

___________  D a te :

Apri 1

CO 1987

Apri 1

coi 1987

D is tribu tion  (by p rep a re r ) :
L eg is la tive F inance 
L eg is la tiv e  S po n so r 
R equesto r
01 lice o f  M anagem en t and Budget
Im pacted Agency(ies) p a g e -------- o f
Senate  S ecre tary
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FISCAL NOTE CSSB 64 (RULES)

Should this bill become law, the costs to be incurred in operatinq the 
expended program are subject to the demand. The figures in the note are 
estimates of what may occur under this legislation. It is intended that the 
operating costs would be absorbed into the existing budget of the Authority 
so that no increase above the current requested budget would be required. 
This is possible due to the fact that the Authority currently holds a 
position vacant that could be utilized to handle many of the functions 
required by this bill.

All funds, botli operating and capital, would be Authority program receipts 
with no general fund appropriation required.

ANALYSIS
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APR 1 6  $ 8 7

REP. TERRY MARTIN
ELEC T IV E  D IST R IC T  13 
MOUNTAIN V IEW  
RU SS IA N  JA CK  SPR IN G S

HOME
3960 REKA ORIVE-B6 
ANCHORAGE, AK 99508 
PHONE 333-6990

NUNAKA VALLEY 
ELMENDORF A.F.B. 
CREEKSIDE DURING SESSION 

P. O. OOX V
STATE CAPITOL BUILDING

Alaska House of Representatives
JUNEAU, AK 99811 
PHONE 465-3783

April 15, 1987

Rep. Dave Donley, Chairman 
House Committee on 
Labor & Commerce 
P.O. Box V
Juneau, Alaska 99811 

Dear Rep. Donley:

As your records will show, HB 60, relating to export 
financing under the Alaska Industrial Development Authority, 
was referred to Labor & Commerce on January 21. Although I 
requested in early February that the bill be heard, it was not 
scheduled.

At the same time, the Senate version of the bill, SB 64, 
moved fairly easily through that body, and now awaits a 
hearing in your committee. I am asking with this letter that 
you bring the bill up, consider the substantial good it would 
provide the economy, and ask your committee to act on it.

To. refresh your memory, these bills amend AIDA statutes 
to allow that agency to become more deeply involved in the 
financing, development and insurance of export products. 
Although the bill is considerably revised from its original 
version, and now incorporates many changes desired by the 
Cowper administration, I continue my wholehearted support of 
it because I believe it will provide services we currently 
lack.

I hope you will act on SB 64 as soon as possible. As you 
know, the end cf the session is rapidly closing in on us, and 
it would be beneficial to the economy to have the bill enacted 
before we go home.

Thank you for your consideration of this request.

Best regards

TM/jwm 
cc: SiSenator Kelly
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