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"IN THE HOUSE BY THE FINANCE COMMITTEE

2 SENATE CS FOR CS FOR HOUSE BILL NO. 402 (Finance)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - SECOND SESSION

> A BILL

® For an Act entitled: "An Act increasing the maximum size of loans entered

7

into by the Alaska Industrial Development and Export
Authority from the authority®"s enterprise development

o account; amending the manner of determining the

10 interest rate on loans guaranteed by the federal

1 government; permitting the authority to describe the

12 circumstances under which 1t will discontinue pur—

13 chasing loans from a financial iInstitution because of
1 delinquencies; directing the authority to complete a
B feasibility study for a development project relating
1 to development of certain state park land; and pro—
o viding for an effective date."”

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

19 * Section 1. AS 44.88.155(d) 1s amended to read:

20 (d) A loan purchased in whole or 1in part by the authority witl
2l assets of the enterprise development account or with proceeds of bonds
22 secured by assets of the enterprise development account, other than a
23 loan that [WHICH] 1s financed with the proceeds of bonds of the au—
24 thority and secured only by. a project applicant or a project,

25 (1) may not exceed

26 (A) $12,000,000 [$10,000,000]; or

27 () $1,000,000 [$500,000] if the loan is purchased
28 under AS 44.88. 158;

29

(2) may not exceed the cost of the project or 75 percent of

SCS CSHB 402(Fin)
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the appraised value of the project, whichever 1is less, unless the
amount of the loan in excess of this limit is federally 1insured or
guaranteed or 1is insured by a qualified mortgage iInsurance company;

(3 may not be for a term longer than three-quarters of the
authority 3 estimate of the life of the project or 25 years from the
date the loan 1s made, whichever 1is earlier;

(4) shall contain complete amortization provisions satis—
factory to the authority requiring periodic payments by the borrower;

) shall bein the form and contain the terms and pro—
visions with respect to insurance, vrepairs, alterations, payment of
taxes and assessments, default reserves, delinquency charges, default
remedies, acceleration of maturity, secondary liens, and other matters
the authority prescribes;

(6) shall be secured as to repayment by a mortgage or other
security instrument in the manner the authority determines 1is feasible
to assure timely repayment under a loan agreement entered 1into with
the borrower;

(7) may not be made unless

(A) at least 10 percent of the principal amount of the
loanis retained by the originator of the loan; or

(B) 100 percent of the principal amount of the loan 1is
guaranteed by the United States or an agency or instrumentality
of the United States;

(8 must be

(A) at least partially guaranteed by the United States
or an agency or instrumentality of the United States, subject to
the provisions of AS 44.88.158;

(B) financed from the proceeds of bonds; or

(C) expected by the authority to be financed from the

SCS CSHB nC*KFir.” -2-
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proceeds of bonds.
* Sec. 2. AS 44.88.159(c) 1is amended to read: y
(© The 1interest rate to be received by the authority on
federally guaranteed loan purchased under AS 44.88.158 [BY THE AUTHOR—
ITY WITH MONEY IN THE SMALL ENTERPRISE LOAN ACCOUNT] that is not from

the proceeds of the sale of a series of bonds

(1) may be either floating or fixed;

(A) the prevailing prime rate adopted by the United

States Small Business Administration; or

(B) Moody®"s Investors Service [IS EQUAL TO THE MOST

RECENT INDEX OF] Aa corporate bond yield index [AVERAGES AS

PUBLISHED BY MOODY*"S INVESTORS SERVICE].

* Sec. 3. AS 44.88.165 is repealed and reenacted to read:

Sec. 44.88.165. DELINQUENT LOANS. The authority shall adopt
regulations to describe the circumstances under which i1t will discon—
tinue purchasing loans from a financial institution because of exces—
sive delinquencies among the Jloans previously purchased from the
financial institution. Fn adopting the vregulations, the authority
shall take into consideration its delinquency experience with loans it
has purchased from all financial 1institutions. The authority may
include in the regulations other remedies 1t considers appropriate as
alternatives to the discontinuance of purchasing loans from the finan—
cial institution.

* Sec. 4. FEASIBILITY STUDY. (a) The legislature finds that i1t is in

the best 1interests of the state to promptly determine the feasibility of
the development project proposed for the Eagle F.iver Valley portion of

Chugach State Park. The legislature further finds that it 1s contrary to

public iInterest to incur the delay associated with soliciting

-3- scs cskB -02(Fin)
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competitive sealed bids or competitive sealed proposals.

(b The Alaska Industrial Development and Export Authority shall
contract for the preparation of a feasibility study of the development
project proposed for the Eagle River Valley portion of Chugach State Park.
The feasibility study must

(1) satisfy the requirements of AS 44.86.173(a);

(2) satisfy contractual requirements 1imposed on the owner or
developer by the Department of Natural Resources, division of parks; and

(3) make recommendations concerning amendments to AS 44.88
necessary for the authority to provide financing for the project.

(©) The authority shall pay 50 percent of the cost of the study
requiredby this section, but may not pay more than $150,000.

(d) The provisions of AS 36.30.310 apply tocontracts entered into
for the study required by this section.

‘ Sj
* Sec. 5. This Act takes effect immediately under A3 ©1.10.0707Cy~

SCS CSK5 402 (Fin)
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CSHB 402 (L&C)

HOUSE 4/21/88
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 by 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 %6 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 5 of the cost of
the study.

01486D-4
042088a
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Original sponsor: Rules/Governor

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 402 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act increasing the maximum size of loans entered
into by the Alaska Industrial Development and Export
Authority from the authority®"s enterprise development
account; amending the manner of determining the
interest rate on loans guaranteed by the federal
government; permitting the authority to describe the
circumstances under which it will discontinue pur—
chasing loans from a financial institution because of
delinquencies; directing the authority to complete a
feasibility study for a development project relating
to development of certain state park land; and pro—
viding for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.88.155(d) is amended to read:

(d) A loan purchased in whole or in part by the authority
assets of the enterprise development account or with proceeds of bonds
secured by assets of the enterprise development account, other than a
loan that [WHICH] 1is financed with the proceeds of bonds of the au-—
thority and secured only by a project applicant or a project,

(1) may not exceed
(A) $25.000.000 [$10,000,000]; or
(B) $1,000.000 [$500,000] if the loan is purchased
under AS 44.88.158;

(2) may not exceed the cost of the project or 75 percent of

HB0402C - CSHB 402(Fin)



the appraised value of the project, whichever 1is less, unless the
amount of the loan in excess of this limit 1is federally insured or
guaranteed or is insured by a qualified mortgage insurance company;

(3) may not be for a term longer than three-quarters of the
authority"s estimate of the life of the pro}ect or 25 year3 from t%e
date the loan is made, whichever is earlier;

(4) shall contain complete amortization provisions satis—
factory to the authority requiring periodic payments by the borrower;

(5) shall be in the form and contain the terms and pro—
visions with respect to insurance, repairs, alterations, payment of
taxes and assessments, default reserves, delinquency charges, default
remedies, acceleration of maturity, secondary liens, and other matters
the authority prescribes;

(6) shall be secured as to repayment by a mortgage or other
security instrument in the manner the authority determines is feasible
to assure timely repayment under a loan agreement entered 1into with
the borrower;

(7) may not be made unless

(A) at least 10 percent of the principal amount of the
loan is retained by the originator of the loan; or

(B) 100 percent of the principal amount of the loan is
guaranteed by the United States or an agency or instrumentality
of the United States;

(8) must be

(A) at least partially guaranteed by the United States
or an agency or instrumentality of the United States, subject to
the provisions of AS 44.88.158;

(B) financed from the proceeds of bonds; or

(C) expected by the authority to be financed from the

CSHB 402(Fin) - HB0402C



proceeds of bonds.

* Sec. 2. AS 44.88.159(c) is amended to read:

(©) The interest rate to be received by the authority on
federally guaranteed loan purchased under AS 44.88.158 [BY THE AUTHOR—
ITY WITH MONEY IN THE SMALL ENTERPRISE LOAN ACCOUNT] that is not from
the proceeds of the sale of a series of bonds

(1) may be either floating or fixed;
(2) is the lesser of
(A) the prevailing prime rate adopted by the United
States Small Business Administration; or
(B) Moody & Investors Service [IS EQUAL TO THE MOST

RECENT INDEX OF] Aa corporate bond yield index [AVERAGES AS

PUBLISHED BY MOODY*"S INVESTORS SERVICE],

* Sec. 3. AS 44.88.165 1is repealed and reenacted to read:

Sec. 44.88.165. DELINQUENT LOANS. The authority shall adopt
regulations to describe the circumstances under which it will discon—
tinue purchasing loans from a financial institution because of exces—
sive delinquencies among the loans previously purchased from the
financial institution. In adopting the regulations, the authority
shall take into consideration its delinquency experience with loans it
has purchased from all financial institutions. The authority may
include in the regulations other remedies it considers appropriate as
alternatives to the discontinuance of purchasing loans from the finan—
cial institution.

* Sec. 4. FEASIBILITY STUDY. (a) The legislature finds that it is 1in
the best interests of the state to promptly determine the feasibility of
the development project proposed for the Eagle River Valley portion of
Chugach State Park. The legislature further finds that it is contrary to

the public interest to incur the delay associated with soliciting

HB0402C 3 CSHB 402(Fin)



competitive sealed bids or competitive sealed(proposals.

(b) The Alaska Industrial Development -and Export Authority shall
contract for ;the preparation of a feasibility study of the development
project proposed <for ithe (Eagle Jtiver Valley (portion of Chugach State Park.
The feasibility study must

(1) satisfy the requirements of AS 44.88.173(a);

(2) satisfy contractual requirements imposed on the owner or
developer by the Department of Natural Resources, division of parks; and

3) make recommendations concerning amendments to AS 44.88
necessary for the authority to provide financing for the project.

(c) The authority shall -pay 50 percent of the cost of the study
required by this section, but may not pay .more than $150,000.

() The provisions of AS 36.30.310 apply to contracts entered into
for the study vrequired "by this section.

* Sec. 5. This Act takes effect immediately under AS 01.10.070(c).

CSHB 402(Fin) 4- HB0402C
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27, 1988

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature

P.0. Box V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. 111, sec. 18, of the Alaska Con—
stitution, 1 am transmitting a bill relating to the Alaska
Industrial Development and Export Authority”"s (AIDEA"S)

handling of financial institution loans.

Current law provides in AS 44.88.155(d)(1)(A) that when the
authority purchases a participation under its enterprise de—
velopment account in a loan made by a financial institution,

the loan may not exceed $10 million. (The enterprise devel —
opment account is the "general fund” of the authority, and
bonds 1issued 1in connection with this account are general

obligations of the authority.) Section 1 of this bill in—
creases from $10 million to $25 million the [limit on such
loans in which the authority may use assets of that account
to purchase a participation. This 1increase to $25 million
from $10 million will allow authority involvement in larger
transactions that will help diversify the state"s economy.

Due to the recent downturn in the Alaskan economy, many of
the traditional 1investor relationships with outside orga—
nizations no Jlonger exist and the Jlarger loan Ilimit will

help by allowing the authority to fill a portion of that
void.

Section 1 also increases from $500,000 to $1,000,000 the
loan limit on federally guaranteed loans that the authority

may purchase. The current limit, enacted with the original
AIDEA statutes, 1is too restrictive, especially in light of
current federal loan guaranty levels. These guaranteed

loans provide not only a good investment for the authority
but also are an important source of capital for Alaskan bor—
rowers .

Section 2 of this bill amends AS 44.88.159(c), which sets
the interest rate on those loans guaranteed by an instru—
mentality of the United States government. Current law sets
the rate equivalent to the Moody"s Aa corporate bond yield.

The new language adopts the prevailing methodology used by



the Small Business Administration 1in setting 1its rates.
Additionally, to provide a degree of protection to borrowers
in high 1interest rate environments, it uses the lesser of
the prime rate, Moody"s Aa corporate bond yield, or other
index selected by the authority.

Current law provides in AS 44.88.165 that if more than two
percent of the total outstanding balance of loans purchased
from a financial institution (i.e., the authority®"s par—
ticipation in such loans) becomes delinquent for 90 days or
more, the authority may no longer purchase from that finan—
cial institution participations in Jloans for which 1t has
not already made a commitment, until the delinquencies are
reduced to less than two percent. Section 3 of this bill
repeals that requirement and substitutes a requirement that
the authority adopt regulations to describe, the circum—
stances under which it will discontinue purchasing loans
from a financial institution because of delinquencies among
the 1loan participations previously purchased from that in—
stitution .

Governor





