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FISCAL NOTE CSSB 64 (RULES)

Should t h i s  b i l l  become law, the  cos ts  to  be incurred in opera ting  the 
expended program are s u b jec t  to the  demand. The f ig u r e s  in the  note are 
es t im a tes  of what may occur under t h i s  l e g i s l a t i o n .  I t  i s  intended t h a t  the 
opera t ing  c o s t s  would be absorbed in to  the  e x i s t i n g  budget of the  Author ity  
so t h a t  no inc rease  above the  c u r re n t  requested  budget would be requ i red .  
This i s  p o s s ib le  due to  the  f a c t  t h a t  the  Author i ty  c u r r e n t ly  holds a 
p o s i t io n  vacant that, could be u t i l i z e d  to  handle many of the  func t ions  
r equ i red  by t h i s  b i l l .

All funds ,  both opera t ing  and c a p i t a l ,  would be Author ity  program r e c e ip t s  
with no general  fund app rop r ia t ion  requ i red .

ANALYSIS
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FISCAL NOTE CSSB 64 (L&C)

Should t h i s  b i l l  become law, the  cos ts  to  be incurred in opera ting  the 
expended program are sub jec t  to  the  demand. The f i g u r e s  in the  note are 
es t imates  of what may occur under t h i s  l e g i s l a t i o n .  I t  is  intended t h a t  the  
opera ting  cos ts  would be absorbed in to  the  e x i s t i n g  budget of the Author i ty  
so t h a t  no inc rease  above the  cu r ren t  requested budget would be req u i red .  
This i s  poss ib le  due to  the  f a c t  t h a t  the  Author i ty  c u r r e n t ly  holds a 
p o s i t io n  vacant t h a t  could be u t i l i z e d  to  handle many of the  func t ions  
requ ired  by t h i s  b i l l .

All funds,  both opera t ing  and c a p i t a l ,  would be Author i ty  program r e c e ip t s  
with no general  fund appropr ia t ion  requ ired .

ANALYSIS
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f i n a n c e

From The

M a r c h  26, 1987

Legal Services:

Please p a r p a r e  a S e n a t e  F i n a n c e  C o m m i t t e e  

S u b s t i t u t e  f o r  SB  64 b a s e d  on the 

c o m m i t t e e  s u b s t i t u t e  f r o m  I n t e r n a t i o n a l  

T r a d e  a n d  t h e  a t t a c h e d  a m e n d m e n t  b y  

S e n a t o r  Z h a r o f f  a n d  r e t u r n  t h e  o r i g i n a l  

to Kathy, R o o m  413, C a p i t o l  B u i l d i n g .  The 

bill w a s  r e p o r t e d  o u t  of c o m m i t t e e  at the 

m e e t i n g  this m o r n i n g  a n d  w i l l  be r e a d  acros.< 

at the 11:00 a.m. F l o o r  Session.

T h a n k  you,

k a t h y
4 9 3 5
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Draft Amendment To CSSB64(I.T.) 

For Discussion

Page 22. Line 24- A d d  a new section to read:

(c) The authority m a y  not issue bonds in an a mount  greater 
than $ 10,000,000 to assist in t h e  acquisition, financing or 
operation of a developmen t proj ect unde r this s e c t i o n  w i t h o u t  
p r i o r  legislative approval.

Page 27. Line 17- A d d  Sec. 10. ch. 162, SLA 1984 to the repealer.

* Sec. 41. AS 44.88.156, 44.88.158(c), and secs. 10 and 11, 
ch. 162, S L A  1984, are repealed.

The p r o p o s e d  a mendment w o u l d  allow the authority to obtain up to 
$10,000,000 of ownership interest in a devel opment p r o j e c t  
w i t h o u t  l egislative approval.

This b a s i c a l l y  uses the language con tained in S e c t i o n  10, Chapter 
162, S L A  1984 and includes a $10,000,000 threshold.



O f f e r e d :  3 / 6 / 8 7
R e f e r r e d :  F i n a n c e

5 - 0 3 7 7 L

Original sponsors: Kelly, Kerttula,
Failcs, et al.

T-

IN THE SENATE

CS FOR SENATE BILL NO. 64

BY THE SENATE -SPECIAL COMMITTEE 
•QN -INTERNATIONAtr-TRADE

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to the Alaska Industrial Development

and Export Authority; and providing for an effective 

d a t e ."

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

* Section 1. AS 44.88.010 is amended to read:

Sec. 44.88.010. LEGISLATIVE FINDING AND POLICY. (a) The legis­

lature finds, determines^ and declares that

(1) there exist areas of the state in which seasonal and 

nonseasonal unemployment exist;

(2) this unemployment is a serious menace to the health, 

safety^ and general welfare, not only to the people in those areas, 

but also to the people of the entire state;

(3) the state lacks the basic manufacturing, industrial, 

export, small business, and business enterprises and the other facili­

ties referred to in [(5) OF] this subsection necessary to permit 

adequate development of its natural resources and the balanced growth 

of its economy;

facturing, export, small business, and business enterprises in Alaska 

and the other facilities referred to in [(5) OF] this subsection are

essential to the development of the natural resources and the long­

term economic growth of the state, and will directly and indirectly

alleviate unemployment in the state;

(4) the establishment and expansion of industrial, inanu-

(5) the expansion of export trade i s  vital to the health

SB0064c -1- CSSB 6 4 ( 1 . T )



1 and growth of the state's economy;

2 (6)_many Alaska businesses could benefit from additional

3 financial and technical assistance with respect to the exportation of

4 their products and services;

5 (7) the United States Export-Import Bank has been m andated

6 by the Export-Import Bank Act Amendments of 1983 to provide technical

7 assistance and export financing support to small businesses in coop-

8 eration with state export finance agencies;

9 (8) A laska-based exporters can be effectively assisted

10 through the establishment, as part of the Alaska Industrial Develop-

11 ment Authority^ of an export financing program designed to work with

11 the U.S. Export-Import Bank and other federal, state, and private

13 institutions;

14 (9j the achievement of the goal of full employment, and of

15 establishment and continuing operation and development of industrial,

16 manufacturing, expo r t , small business, and business enterprises in the

17 state, including, without limitation, facilities for transportation,

18 facilities for pollution control and waste disposal, facilities for

19 the local furnishing of gas, facilities for water, facilities for

20 industrial parks, mass commuting vehicles, facilities for local dis-

21 trict heating or cooling, parking facilities, or storage or training

°2 facility relating to a plant or facility, will be accelerated and

23 facilitated by the creation of an instrumentality of the state with

24 powers to incur debt, to own and operate facilities, to make and

25 insure loans to finance, and to assist private lenders to make loans

26 to finance, the establishment, operation, and development of indus-

27 trial, manufacturing, export, small business, and business enter-

28 prises, including, without limitation, facilities for transportation,

29 facilities for pollution control and waste disposal, facilities for

CSSB 6 4 ( 1 . T) -2- SB0064c
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1 the local furnishing of gas, facilities for water, facilities for

2 industrial parks, mass commuting vehicles, facilities for local dis-

3 trict heating or cooling, parking facilities, or a storage or training

4 facility relating to a plant or facility;

5 (10) [(6)] it is in the public interest to promote the

6 prosperity and general welfare of all citizens of the state by

7 (A) stimulating commercial and industrial growth and

8 expansion by encouraging an increase of private investment by

9 banks, investment houses, insurance companies, and other finan-

10 cial institutions, including pension and retirement funds, to

11 help satisfy the need for economic expansion;

12 (B) encouraging the produ ction of raw materials and

13 Roods for export, the expansion of exports of raw materials and

14 Roods, and the rendering of services abroad by residents of the

15 state through the establishment of a program that provides finan-

16 cial assistance in cooperation with federal, state, and private

17 institutions for these purposes in the form provided in this

18 chapter;

19 (C) creating the Alaska Industrial Development and

20 Export Authority with the _ p o wers necessary to accomplish the

21 objectives stated in this paragraph, including, the power to issue

22 taxable and tax-exempt bonds and to acquire ownership interests

23 in projects as provided in this chapter;

24 (11) [(7)] it is in the state's interest to import private

25 capital to create new economic activity which would not otherwise take

26 place in the state.

27 (b) It is declared to be the policy of the state, in the in';er-

28 ests of promoting the health, security^ and general welfare of all the

29 people of the state, and a public purpose, to increase job
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* *

1 opportunities and otherwise to encourage the economic growth of the

2 state, including the development of its natural resources, through the

3 establishment and expansion of manufacturing, industrial, export,

4 small business, and business enterprises and the other facilities

5 referred to in (a) [(a)(5)] of this section by creating the Alaska

6 Industrial Development and Export Authority [PUBLIC CORPORATION] with

7 the powers [POWER], duties^ and functions [AS] provided in this chap-

8 ter [AS 44.88.010 - 44.88.220].

9 * Sec. 2. AS 44.88.010 is amended by adding a new subsection to read:

10 (c) It is further declared to be the policy of the state, in the

11 interests of promoting the health, security, and general welfare of

12 all the people of the state, and a public purpose of the state, to

13 accomplish the objectives set out in (b) of this section through the

14 provision of financial support in cooperation with federal, state, and

15 private institutions for the purpose of increasing the export of

16 Alaska goods, talent, raw materials, and services.

17 * Sec. 3. AS 44.88 is amended by adding a new section to article 1 to

18 read:

19 Sec. 44.88.060. ALASKA INDUSTRIAL DEVELOPMENT AND EXPORT AU-

20 THORITY REVOLVING FUND. The Alaska Industrial Development and Export

21 Authority revolving fund is established in the authority. The re-

22 volving fund consists of appropriations made to the revolving fund by

23 the legislature, money or other assets transferred to the revolving

24 fund by the authority, and unrestricted payments on loans made or

25 purchased by the authority. Amounts deposited in the revolving fund

26 may be pledged to the payment of bonds of the authority or expended

27 for the purposes of the authority under this chapter.

28 * Sec. 4. AS 44.88.070 is amended to read:

29 Sec. 44.88.070. PURPOSE OF THE AUTHORITY. The purpose cf the

Ca.'.B 6 4 ( 1 . T )  - 4 -  S'dOl 64c



1 authority is to promote, develop^ and advance the general prosperity

2 and economic welfare of the people of Alaska, to relieve problems of

3 unemployment, and to create additional employment by

4 (1) providing various means of financing and means of

5 facilitating the financing, in cooperation with federal, state, and

6 private institutions, of industrial, manufacturing, export, small

7 business. and business enterprises and the other facilities referred

8 to in AS 44.88.010(a) in [AS 44.88.010(a)(5) WITHIN] the statej_

9 (.2) [, AND BY] owning and operating the enterprises and

10 other facilities described in AS 44.88.172;

11 (3) fostering the expansion of exports of Alaska goods,

12 s e r v i c e s ,  a n d  r a w  m a t e r i a l s ;

13 (4) cooperating and acting in conjunction with other orga-

14 nizations, public and private, the objects of which are the p romotion

15 and advancement of export trade activities in the state;

16 (5) establishing a source of funding credit guarantees and

17 insurance, not otherwise available, to support export developmen t ;

18 (6) providing and cooperating or participating w i th feder-

19 a l, state, and private institutions to provide actual and potential

20 Alaska exporters, particularly small- and medium-sized exporters, with

21 financial assistance in support of export transactions.

22 * Sec. 5. AS 44.88.080(7) is amended to read:

23 (7) to issue bonds and otherwise to incur indebtedness, in

24 accordance with AS 44.88.090, in order to pay the cost of a project or

25 development projects or in order to provide money for the authority's

26 purposes under this chapter; the authority may also [AND TO] secure

27 payment of the bonds or other indebtedness as provided in this chap-

28 ter;

29 * Sec. 6. AS 44.88.080 is amended by adding new paragraphs to read:
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(20) to participate with government or private industry in 

programs for technical assistance, loans, technology, transfer, or 

other programs related to the exportation of Alaska goods, services, 

or raw materials with respect to its financing activities;

(21) to provide export finance training for office staff and 

other individuals involved in export finance assistance, including the 

training sessions that may be provided by the United States Export- 

Import Bank or other organizations;

(22) to coordinate to the maximum extent possible its 

efforts to promote the export of Alaska goods, services, and raw 

materials with programs and goals of the United States Export-Import 

Bank, the International Trade Administration of the United States 

Department of Commerce, the Foreign Credit Insurance Association, and 

other private and public programs designed to provide export assis­

tance and export-related financing;

(23) to guarantee loans related to qualified export trans­

actions under regulations adopted by the authority;

(24) to provide financing assistance, in cooperation with 

federal, state, and private institutions, as provided in this chapter 

for small business enterprises,

* Sec. 7. AS 44.88.085(a) is amended to read:

(a) Except for AS 44.62.310 and 44.62.312 regarding public 

meetings, and except for AS 44.62.320(a) regarding legislative review 

of regulations, the provisions of the Administrative Procedure Act 

regarding the adoption of regulations (AS 44.62.040 - 44.62.320) do

not apply to the authority. The authority shall make available to 

members of the public copies of the regulations adopted under [(h) -

(e) OF] this section. Within 45 days after adoption of a regulation 

under [(b) - (e) OF] this section, the chairman of the authority shall

CSSB 6 4 ( 1 . T )  - 6-  SB0064c



submit the regulation adopted to the chairman of the Administrative 

Regulation Review Committee under AS 24.20.400 - 24.20.460.

* Sec. 8. AS 44.88.085(c) is repealed and reenacted to reed:

(c) The authority may adopt regulations to carry out the pur­

poses of this chapter and shall adopt regulations as provided in (g) 

and (h) of this section.

* Sec. 9. AS 44.88.085(d) is amended to read:

(d) Except as provided in (e) of this section, at least 15 days 

before the adoption, amendment, or repeal of a regulation [ON A SUB­

JECT SPECIFIED IN (c) OF THIS SECTION], the authority shall give 

public notice of the proposed action by publishing the notice in at 

least three newspapers of general circulation in the state and by 

mailing a copy of the notice to every person who has filed a request 

for notice of proposed regulations with the authority. The public 

notice must include a statement of the time, place, and nature of the 

proceedings for the adoption, amendment, or repeal of the regulation 

and must include an informative summary of the subject of the proposed 

action. On the date and at the time and place designated in the 

notice, the authority shall give each interested person or an autho­

rized representative of the person, or both, the opportunity to pre­

sent statements, arguments, or contentions orally or in writing and

shall give members of the public an opportunity to present oral state­

ments, arguments, or contentions for a total period of at least one 

hour. The authority shall consider all relevant matter presented to 

it before taking the proposed action on the regulation. At a hearing 

under this subsection, the authority may continue or postpone the 

hearing to a time and place determined by the authority and announced 

at the hearing before taking the action to continue or postpone the 

hearing. A regulation adopted, amended, or repealed by the authority

SB0064c - 7 -  CSSB 6 4 ( 1 . T)
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1 may vary from the informative summary specified in this subsection if 

the subject matter of the action taken on the regulation remains the 

same and if the original notice of the proposed action was written so 

as to assure that members of the public are reasonably notified of the 

subject matter of the proposed action in order for them to determine 

whether their interests could be affected by the authority's proposed 

action on that subject.

* Sec. 10. AS 44.88.085(e) is amended to read:

(e) The adoption, amendment, or repeal of a regulation [ON A 

SUBJECT SPECIFIED IN (c) OF THIS SECTION] may be made as an emergency 

regulation if, in the order of adoption, the authority states the 

facts constituting the emergency and makes a finding that the adoption 

of the regulation is necessary for the immediate preservation of the 

orderly operation of the authority's [LOAN AND BONDING] programs. The 

requirements of (d) of this section do not apply to the initial adop­

tion of an emergency regulation [COVERING A SUBJECT SPECIFIED IN (c) 

OF THIS SECTION]; however, upon adoption of an emergency regulation 

under this subsection, the authority shall, within 10 days after that 

adoption, publish notice of the adoption in accordance with the notice 

procedures specified in (d) of this section. An emergency regulation 

adopted under this subsection may not remain in effect for more than 

120 days unless, before the expiration of that period, the authority 

adopts that regulation as a permanent regulation in accordance with 

the procedures specified in (d) of this section.

* Sec. 11. AS 44.88.085(f) is amended to read:

(f) A regulation adopted under [(b) - (e) OF] this section takes 

effect immediately upon its adoption by the authority or at another 

[SUCH OTHER] time [AS] specified by the authority in its order of 

adoption.

CSSB 64(1.T) -8- SB0064c
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1 * Sec. 12. AS 44.88.085 is amended by adding new subsections to read:

2 (g) The authority shall adopt regulations necessary for the

3 following purposes in connection with its programs for the financing

4 of projects under AS 44.88.155 - 44.88.159:

5 (1) determination of borrower eligibility;

6 (2) loan guidelines and terms including, but not limited

7 to, maximum loan amounts and required loan-to-value ratios, but ex-

8 eluding loan interest rates;

9 (3) characteristics of projects eligible for loans or

10 purchase of loans; and

11 (4) the qualifications of loan originators and servicers

12 and the method of allocating amounts available for the purchase of

13 loans.

14 (h) The authority shall adopt regulations necessary for the

15 following purposes in connection with its program for encouraging the

16 exportation of Alaska goods, services, and raw materials under AS 44.-

17 88.300 - 44.88.390:

18 (1) establishing criteria for the eligibility of exporters

19 and export transactions for the loan guarantees provided in AS 44.88.-

20 300;

21 (2) setting out the minimum equity interest a borrower must

22 have in the borrower's business to qualify for a loan guarantee under

23 AS 44.88.300 - 44.88.390;

24 (3) adoption of collateral or security requirements to

25 ensure the full repayment of loan guarantees and solvency of an insur-

26 ance program established under AS 44.88.300 - 44.88.390;

27 (4) providing guidelines for extension of a loan guarantee

28 under AS 44.88.300 - 44.88.390;

29 (5) setting out the maximum aggregate amount of guaranteed

SB0064c - 9 -  CSSB 6 4 ( 1 . T )



financing available to an exporter and the maximum amount of guaran­

teed financing available for a transaction eligible for guaranteed 

financing;

(6) establishing the limits on the interest that may be 

charged for guaranteed financings, the maximum fees that a participat­

ing financial institution may charge for making a loan that will be 

guaranteed under AS 44.88.300 - 44.88.390, and the terms of and proce­

dures for repayment of a guaranteed financing; and

(7) establishing procedures for making a claim on the 

guarantee or insurance in the event of a default.

* Sec. 13. AS 44.88.090(a) is amended to read:

(a) Subject to (g) of this section, the authority may borrow 

money and may issue bonds, including but not limited to bonds on which 

the principal and interest are payable[,]

(1) exclusively from the income and receipts or other money 

derived from the project or development project financed with the 

proceeds of the bonds or derived from the exporter or exporting trans-

action financed, guaranteed, or insured w i th the proceeds of the

bonds; [,]

(2) exclusively from the income and receipts or other money 

derived from designated projects or development projects or other 

sources whether or not they are financed, insured, or guaranteed in 

whole or in part with the proceeds of the bonds^ [,] or

(3) from its income and receipts or other assets generally, 

or a designated part or parts of them.

* Sec. 14. AS 44.88.090(e) is repealed and reenacted to read:

(e) Before issuing bonds, the authority shall provide for con­

sideration at least sufficient, in the judgment of the authority, to 

pay the principal of and interest on the bonds as they become due and
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to create and maintain the reserves for the payments that the authori­

ty considers necessary or desirable, and to meet all obligations in 

connection with the lease or agreement and all costs necessary to 

service the bonds, unless the lease or agreement provides that the 

obligations are to be met or costs are to be paid by a party other 

than the authority. If the bonds are being issued to finance a pro­

ject or projects under AS 44.88.15.3 - 44.88.159, then the considera­

tion shall be provided by lease or other agreement regarding the 

project or projects. If the bonds are being issued to finance a 

development project or development projects under AS 44.88.172 - 

44.88.177, then the consideration shall be provided by lease or other 

agreement regarding the development project or development projects. 

If the bonds are being issued to provide money to finance, guarantee, 

or insure an exporting transaction under AS 44.88.300 - 44.88.390,

then the consideration shall be provided by agreement with the ex­

porter.

* Sec. 15. AS 44.88.090(g) is amended to read:

(g) The authority may not

(1) issue bonds, other than refunding bonds, in any 12- 

month period beginning after June 30, 1982, in an amount that exceeds 

the amount of bonds authorized to be issued during the preceding 

12-month period, unless a different amount is authorized by the legis­

lature; or

(2) issue revenue bonds other than refunding bonds for a 

project under AS 44.88.155 - 44.88.159, for a development project

under AS 44.88.172 - 44.88.177, or to provide money to finance,

guarantee, or insure an exporting transaction under AS 44.88.300 - 

44.88.390, [THIS CHAPTER] in an amount greater than $50,000,000 during 

any 12-month period beginning after June 30, 1981, unless the issuance
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is included separately in the estimates required in the report of the 

authority under AS 44.88.210(b) and unless the legislature, by law, 

approves the issuance.

* Sec. 16. AS 44.88.090(h) is amended to read:

(h) The authority may combine, for the purposes of a single

offering, bonds financing more than one project or development project 

under AS  44.88.155 - 44.88.159 or 44.88.172 - 44.88.177, and bonds

issued to provide money to finance, guarantee, or insure an exporting 

transaction under AS  44.88.300 - 44.88.390 [AS 44.88.010 - 44.88.220],

* Sec. 17. AS 44.88.100 is amended to read:

Sec. 44.88.100. TRUST INDENTURES AND TRUST AGREEMENTS. In the 

discretion of the authority, an issue of bonds may be secured by a 

trust indenture or trust agreement between the authority and a corpo­

rate trustee (which may be a trust company, bank, or national banking

association, with corporate trust powers, located inside or outside 

the state) or by a secured loan agreement or other instrument or under 

a resolution giving powers to a corporate trustee (hereinafter in this 

section referred to as "trust agreement") by means of which the auth­

ority may:

(1) make and enter into any and all the covenants and 

agreements with the trustee or the holders of the bonds which the 

authority may determine to be necessary or desirable, including, 

without limitation, covenants, provisions, limitations and agreements 

as to

(A) the application, investment, deposit, use and 

disposition of the proceeds of bonds of the authority or of money 

or other property of the authority or in which it has an inter­

est ;

(B) the fixing and collection of rents or other 

CSSB 64(1.T) -12- SB0064c



m

1 consideration for, and the other terms to be incorporated in^ a

2 lease or contract of sale of a project or development project

3 financed under AS 44.88.155 - 44.88.159 or 44.88.172 - 44.88.177,

4 or of a facility that is part of an exporting transaction fi-

5 nanced, guaranteed, or insured under AS 44.88.300 - 44.88.390;

6 (C) the assignment by the authority of its rights in

7 the lease or contract of sale of a project or development project

8 financed under AS 44.88.155 - 44.88.159 or 44.88.172 - 44.88.177,

9 or jjf a facility that is part of an exporting__transaction fi-

10 nanced, guaranteed, or insured under AS 44.88.300 - 44. 8 8 .390 or

11 in a mortgage or other security interest created with respect to

12 a project or d evelopment project financed under AS 44.88 . 155 -

13 44. 8 8 .159 or 44.88.172 - 44.88.177, or with respect to a facility

14 that is part of an exporting transaction financed, guaranteed, or

15 insured under AS 44.88.300 - 44.88.390 to a trustee for the

16 benefit of the bondholders;

17 (D) the terms and conditions upon which additional

18 bonds of the authority may be issued;

19 (E) the vesting in a trustee of rights, powers,

20 duties, funds or property in trust for the benefit of bond-

21 holders, including, without limitation, the right to enforce

22 payment, performance and all other rights of the authority or of

23 the bondholders [>] under a lease, contract of sale, mortgage,

24 security agreement, or trust agreement with respect to a project

25 or d evelopment project financed under AS 44.88.155 - 44.88.159 or

26 44.88.172 - 44.88.177, or with respect to a facility that is part

27 of an exporting transaction financed, guaranteed, or insured

28 under AS 44.88.300 - 44.88.390 by mandamus or other proceeding or

29 by taking possession of by agent or otherwise and operating a
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project o r facility and collecting rents or other consideration 

and applying the same in accordance with the trust agreement;

(2) pledge, mortgage or assign money, leases, agreements, 

property or other assets of the authority either presently in hand or 

to be received in the future, or both; and

(3) provide for any other matters of like or different 

character which in any way affect the security or protection of the 

bonds.

* Sec. 18. AS 44.88.105(f) is amended to read:

(f) The authority may not establish a capital reserve fund lo 

secure an issue of bonds in an amount in excess of $1,000,000 unless 

at least 20 percent of the principal amount of the loan for the proj­

ect or development project being financed under AS 44.88.155 - 

44.8 8 .159 or 44.88.172 - 44.88.177, or of the loan to finance, guaran­

tee . or insure an exporting transaction under AS 44.88.300 - 44.88.390 

is retained by a federal or state chartered financial institution or 

the Alaska Commercial Fishing and Agriculture Bank.

* Sec. 19. AS 44.88.130 is amended to read:

Sec. 44.88.130. PLEDGE OF THE STATE. The state pledges to and 

agrees with the holders of bonds issued under this chapter and with 

the federal agency that lends [WHICH LOANS] or contributes funds in 

respect to a project or development project financed under AS 44.88.- 

155 - 44.88.159 or 44.88.172 - 44.88.177, or in respect to an export­

ing transaction financed, guaranteed, or insured under AS 44.88.300 - 

44.88.390 [,] that the state will not limit or alter the rights and 

powers vested in the authority by this chapter to fulfill the terms of 

a contract made by the authority with the holders or federal agency 

and that the state will not [, OR] in any way impair the rights and 

remedies of the holders until the bonds, together with the interest on
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1 them with interest on unpaid installments of interest, and all costs

2 and expenses in connection with an action or proceeding by or on

3 behalf of the holders [,] are fully met and discharged. The authority

4 is authorized to include this pledge and agreement of the state,

5 insofar as it refers to holders of bonds of the authority, in a con-

6 tract with the holders [,] a n d t insofar as it relates to a federal

7 agency, in a contract with the federal agency.

8 * Sec. 20. AS 44.88.140 is amended to read:

9 Sec. 44.88.140. EXEMPTION FROM TAXATION. (a) The real and

10 personal property of the authority and its assets, incomex and re-

11 ceipts are declared to be the property of a political subdivision of

12 the state and, together with any project or development project fi-

^  13 nanced under AS 44.88.155 - 44.88.139 or 44.88.172 - 44.88.177, [THIS

14 CHAPTER] and a leasehold interest created in a project or development

15 project financed [APPLICANT OR OTHER PERSON] under AS 44.88.155 -

16 44.88.159 or 44.88.172 - 44.88.177 [THIS CHAPTER], devoted to an

17 essential public and governmental function and purpose, and the

18 property, assets, income, receipts, project, development project, and

19 leasehold interests shall be exempt from all taxes and special assess-

20 ments of the state or a political subdivision of the state, including,

21 without limitation, all boroughs, cities, municipalities, school

22 districts, public utility districts and other taxing units. All bonds

23 of the authority are declared to be issued by a political subdivision

24 of the state and for an essential public and governmental purpose and

25 to be a public instrumentality^ and the bonds, and the interest on

26 them, the income from them and the transfer of the bonds, and all

27 assets, income and receipts pledged to pay or secure the payments

28 [PAYMENT] of the bonds, or interest on them, shall at all times be

29 exempt from taxation by or under the authority of the state, except
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1 for inheritance and estate taxes and taxes on transfers by or in

2 contemplation of death. Nothing in this section affects or limits an

3 exemption from license fees, property taxes, or excise, income or any

4 other taxes, provided under any other law, nor does it create a tax

5 exemption with respect to the interest of any business enterprise or

6 other person, other than the authority, in any property, assets,

7 income, receipts, project, development project, or lease whether or

8 not financed under this chapter.

9 (b) The authority may enter into agreements with an applicant or

10 [A] proposed [PROJECT] applicant under this chapter [OR PROJECT APPLI-

11 CANT] providing for payments, computed on a formula basis or otherwise

12 [,] in lieu of taxes, which the authority may consider appropriate.

13 The agreement may provide that the payments be made to the political

14 subdivision of the state in which a project or development project is

15 or is to be located or to any other taxing unit of the state includ-

16 ing, without limitation, a borough, city, municipality, school dis-

17 trict or public utility district, the area of which is coterminous in

18 whole or in part with that of the political subdivision.

19 * Sec. 21. AS 44.88.155(a) is amended to read:

20 Sec. 44.88.155. ENTERPRISE DEVELOPMENT ACCOUNT [FUND]. (a) The

21 enterprise development account [FUND] is established in the revolving

22 fund [AUTHORITY]. The enterprise development account [FUND] is a

23 trust fund for the uses and purposes of this chapter [AS 44.88.010 -

24 44.88.220]. The enterprise development account [FUND] consists of

25 money or assets appropriated or transferred to the authority and other

26 money or assets deposited in it by the authority.

27 * Sec. 22. AS 44.88.155(b) is amended to read:

28 (b) The authority may establish in the enterprise development

29 account [FUND] a small enterprise loan account, a loan insurance
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1 account, and other accounts it considers appropriate.

2 * Sec. 23. AS 44.88.155(c) is amended to read:

3 (c) Money and other assets of the enterprise development account

4 t ^ N D ]  may be used to secure bonds of the authority issued to finance

5 the purchase of loans for projects [,] and shall be held and invested

6 by the authority in the types of investments described in AS 37.10.-

7 070(a) and AS 39.35.110(a)(9) and (14) or shall be used to purchase

8 loans for projects [AS DEFINED IN AS 44.88.220].

9 * Sec. 24. AS 44.88.155(d) is amended to read:

10 (d) A loan purchased in whole or in part by the authority with

11 assets of the enterprise development account or with proceeds of bonds

12 secured by assets of the enterprise development account, other than a

13 loan which is financed with the proceeds of bonds of the authority and

14 secured only by a project applicant or a project,

15 (1) may not exceed

16 (A) $10,000,000; or

17 (B) $500,000 if the loan is purchased under AS 44.88.-

18 158;

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

20 the appraised value of the project, whichever is less, unless the

21 amount of the loan in excess of this limit is federally insured or

22 guaranteed or is insured by a qualified mortgage insurance company;

23 (3) may not be for a term longer than three-quarters of the

24 authority's estimate of the life of the project or 25 years from the

25 date the loan is made, whichever is earlier;

26 (4) shall contain complete amortization provisions satis-

27 factory to the authority requiring periodic payments by the borrower;

28 (5) shall be in the form and contain the terms and pro-

29 visions with respect to insurance, repairs, alterations, payment of
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1 taxes and assessments, default reserves, delinquency charges, default

2 remedies, acceleration of maturity, secondary liensA and other matters

3 the authority prescribes;

4 (6) shall be secured as to repayment by a mortgage or other

5 security instrument in the manner the authority determines is feasible

6 to assure timely repayment under a loan agreement entered into with

7 the borrower;

8 (7) may not be made unless

9 (A) at least 10 percent of the principal amount of the

10 loan is retained by the originator of the loan; or

11 (B) 100 percent of the principal amount of the loan is

12 guaranteed by the United States or an agency or instrumentality

13 of the United States;

14 (8) must be

15 (A) at least partially guaranteed by the United States

16 or an agency or instrumentality of the United States, subject to

17 the provisions of AS 44.88.158; [OR]

18 (B) financed from the proceeds of bonds; or

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

20 proceeds of bonds.

21 * Sec. 25. AS 44.88.155(e) is amended to read:

22 (e) The authority may adopt regulations for the administration

23 of the enterprise development account including [FUND WHICH MAY IN-

24 CLUDE], without limitation, provisions for fees and agreements re-

25 lating to application, loan commitment, servicing, and origination of

26 loans by other lenders.

27 * Sec. 26. AS 44.88.155(f) is amended to read:

28 (f) The authority may enter into agreements as to the use of the

money in the enterprise development account [FUND], including without
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1 limitation, trust or custody arrangements with banks or trust com-

2 panies. It may also pledge, assign, or grant the agreement, interests

3 under an agreement, or interests in the enterprise development account

4 [FUND] as may be necessary or appropriate to provide for payment and

5 security for bonds of the authority issued to finance the purchase by

6 the authority of loans for projects.

7 * Sec. 27. AS 44.88.155 is amended by adding a new subsection to read:

8 (h) The provisions of this section apply only with respect to

9 loans purchased or made by the authority for projects under AS 44.88.-

10 155 - 44.88.159.

11 * Sec. 28. AS 44.88.157(a) is amended to read:

12 (a) The loan insurance account is established in the revolving

13 fund. The purpose of the loan insurance account is to provide insur-

14 ance of mortgage loans and other loans made or purchased by the au-

15 thority under AS 44.88.155, or made by others and approved for insur-

16 ance by the authority, for a project. The authority may enter into

17 agreements as to the use of money in the loan insurance account and

18 may pledge, assign, or grant interests in the loan insurance account

19 as provided in this section. The authority may adopt regulations and

20 enter into agreements with respect to the exercise of any power or

21 approval relating to the loan insurance account under this section,

22 including, without limitation, agreements as to the use of money in

23 the loan insurance account, agreements with respect to the terms and

24 conditions upon which payments from the loan insurance account will be

25 made with respect to a loan insured under this section, agreements as

26 to separate subaccounts in the loan insurance account for different

27 categories of loans or as to loans made by the authority or any other

28 person, and agreements regarding the payment of and security for bonds

29 issued by the authority. An agreement, the rights of the authority
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under an agreement, or payments received or to be received under an 

agreement may be pledged or assigned by the authority for the benefit 

of the holders of bonds issued by the authority.

Sec. 29. AS 44.88.157(b) is amended to read:

(b) The authority may, upon application of a borrower or p r o­

posed borrower, insure and make advance commitments to insure loan 

repayments required under the terms of a loan made by it or by ano.her 

lender with respect to a project, upon the terms and conditions the 

authority prescribes. To be eligible for insurance under this section 

[AS 44.88.010 - 44.88.220], a loan for a project

(1) shall be held by the authority or by a lender approved

by the authority as responsible and able to service the loan;

(2) may not exceed $10,000,000 for a project, or 90 percent

of the cost of the project or 90 percent of the appraised value of the

project, whichever is less;

(3) may not be made for a term longer than three-quarters

of the authority's estimate of the life of the project or 25 years

from the date of issuance of the insurance, whichever is earlier;

(4) shall contain complete amortization provisions satis­

factory to the authority requiring periodic payments by the borrower; 

and

(5) shall be in the form and contain the terms with respect

to insurance, repairs, alterations, payment of taxes and assessments,

default reserves, delinquency charges, default remedies, acceleration 

of maturity, additional and secondary liens, and other matters that 

the authority prescribes.

Sec. 30. AS 44.88.157(k) is amended to read:

(k) A loan may not be insured under this section [FROM A LOAN 

INSURANCE ACCOUNT WITHIN THE ENTERPRISE DEVELOPMENT FUND] if the loan
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1 is for a project the cost of which exceeds $10,000,000.

2 * Sec. 31. AS 44.88.157(1) is amended to read:

3 (1) A loan in excess of $1,000,000 may not be insured under this

4 section [FROM A LOAN INSURANCE ACCOUNT WITHIN THE ENTERPRISE DEVELOP-

5 MENT FUND] unless at least 20 percent of the principal amount of the

6 loan is retained by a federal or state chartered financial institution

7 or the Alaska Commercial Fishing and Agriculture Bank.

8 * Sec. 32. AS 44.88.158(a) is amended to read:

9 Sec. 44.88.158. SMALL BUSINESS ENTERPRISE LOAN ACCOUNT. (a) A

10 small business enterprise loan account is established in the revolving

11 [ENTERPRISE DEVELOPMENT] fund. The account may be composed of money

12 or assets appropriated or transferred to the authority, interest on

13 investments and loans of the small business enterprise loan account,

14 the unpledged income of the revolving [ENTERPRISE DEVELOPMENT] fund,

15 and other money or assets deposited in it by the authority,

16 * Sec. 33. AS 44.88.158(b) is amended to read:

17 (b) The authority may use money in the small business enterprise

18 loan account to purchase or participate in the purchase of loans to

19 small business enterprises and to purchase the guaranteed portion of a

20 loan made by a private financial institution after June 30, 1981, to a

21 small business enterprise to pay the cost of a project or exporting

22 transaction [, AS DEFINED IN AS 44.88.220], if the loan is guaranteed

23 by the United States or an agency or instrumentality of the United

24 States, including, but not limited to, the Small Business Adminis-

25 tration, the National Marine Fisheries Service, and the Farmers Home

26 Administration.

27 * Sec. 34. AS 44.88.159 is amended by adding a new subsection to read:

28 (d) The provisions of this section apply only to loans financed

^  29 under AS 44.88.155 - 44.88.159.
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1 * Sec. 35. AS 44.88.172 is amended to read:

2 Sec. 44.88.172. ECONOMIC DEVELOPMENT ACCOUNT [FUND]. (a) The

3 economic development account [FUND] is established in the revolving

4 fund [AUTHORITY]. The account [FUND] consists of money or assets

5 appropriated, loaned, or transferred to the authority, and other money

6 or assets deposited in the account [FUND] by the authority. The

7 account [FUND] may [ONLY] be used only to finance, acquire, manage,

8 and operate development projects that the authority intends to own and

9 operate. The term "operate" includes operation directly by the au-

10 thority, or by an agent of the authority.

11 (b) If a development project is financed or developed through

12 use of the assets of the economic development account [FUND], the

13 authority may not pledge or use [OTHER] assets of the enterprise de-

14 velopment a ccount established in AS 44.88.155 [AUTHORITY] to assist in

15 the financing, development, or operation of the development project.

16 However, whether or not the authority uses the economic development

17 account [FUND], it may issue bonds to finance a development project

18 and may secure the bonds with a mortgage, pledge, or assignment of the

19 development project or of revenues, money, or agreements attributable

20 to the development project or the bonds. Financing assistance pro-

21 vided with respect to a development project under this section shall,

22 to the maximum extent reasonable under the circumstances, be made in

23 the form of a loan to the project [AS PROVIDED IN SEC. 10 OF THIS

24 A C T ] .

25 * Sec. 36. AS 44.88.190 is amended by adding a new subsection to read:

26 (c) A  loan purchased or financed by the authority in whole or in

27 part is exempt from the provisions of AS 45.45.010. A guarantee

28 extended under AS 44.88.300 or insurance provided under AS 44.88.390

29 does not constitute insurance for the purposes of AS 21.03.010.
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1 * Sec. 37. AS 44.88.220(1) is amended to read:

2 (1) "authority" means the Alaska Industrial Development and

3 Export Authority created by AS 44.88.010 - 44.88.220;

4 * Sec. 38. AS 44.88.220 is amended by adding new paragraphs to read:

5 (13) "development project" means a plant or facility used or

6 intended for use in connection with making, processing, preparing, or

7 producing goods, products, or substances, or in connection with de-

8 veloping or utilizing a natural resource, or extracting, smelting,

9 transporting, converting, assembling, or producing minerals, raw

10 materials, chemicals, compounds, alloys, fibers, commodities and

11 materials, products, or substances;

12 (14) "revolving fund" means the Alaska Industrial Develop-

13 ment and Export Authority revolving fund created in AS 44.88.060.

14 * Sec. 39. AS 44.88 is amended by adding new sections to read:

15 ARTICLE 5. EXPORT ASSISTANCE.

16 Sec. 44.88.300. GUARANTEED FUNDING FOR EXPORT TRANSACTIONS. The

17 authority may provide guaranteed funding, through a participating

18 banking organization, for an export transaction that the authority

19 determines is eligible under AS 44.88.310.

20 Sec. 44.88.310. ELIGIBILITY OF EXPORT TRANSACTIONS. An export-

21 ing contract is a transaction eligible for guaranteed funding under

22 AS 44.88.300 - 44.88.390 if, in the judgment of the authority, it will

23 create or maintain employment in the state and it

24 (1) promotes the sale abroad of raw materials extracted in

25 the state, or goods whose final stage of production occurs in the

26 state, that constitutes 25 percent or more of the contract price;

27 (2) provides for the rendering of services abroad by a

28 business located in the state if 25 percent or more of the contract

29 price consists of wages or other payments made to persons normally
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(3) promotes the sale abroad of raw materials or goods 

distributed by a business located in the state if

(A) 25 percent or more of the contract price consists 

of wages or other payments made to persons or businesses normally 

residing or located in the state; or

(B) the business has a significant relationship with 

the state based upon

(i) the amount of capital investments it has that 

are located in the state;

(ii) the number of state residents employed by the

business;

(iii) the amount of business transacted in the 

state; or

(iv) a combination of (i) - (iii); or

(4) provides both for the sale abroad of raw materials 

extracted in the state or goods whose final stage of production occurs 

in the state, and for the rendering of services abroad by state resi­

dents, the aggregate value of which is 25 percent or more of the 

contract price.

Sec. 44.88.320. LIMITATIONS ON GUARANTEES. (a) The authority 

may not guarantee more than 90 percent of a loan under AS 44.88.300.

(b) The authority may not guarantee a loan under AS 44.88.300 

unless the authority finds that the guarantee is reasonably necessary 

to stimulate or facilitate the making of a loan for an eligible ex­

porting transaction.

Sec. 44.88.330. CREDIT OF EXPORTER. Before the authority may 

guarantee a loan under AS 44.88.300, the participating financial 

institution shall investigate the credit or sources of credit

r e s i d i n g  i n  t h e  s t a t e ;
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1 available to the exporter to determine the economic benefits to be

2 derived from the guarantee, the prospects of repayment, and other

3 factors necessary to determine that the guaranteed funding is consis-

4 tent with the purposes of AS 44.88.300 - 44.88.390.

5 Sec. 44.88.340. CONFIDENTIALITY OF INFORMATION. Information

6 submitted to or compiled by the authority regarding the identity,

7 background, finances, marketing plans, trade secrets, or other commer-

8 cially sensitive affairs of the exporter is confidential, unless the

9 exporter consents to its disclosure.

10 Sec. 44.88.350. FEES CHARGED. The authority shall, by regula-

11 tion, establish fees to be charged to a participating financial insti-

12 tut ion for providing a guarantee under AS 44.88.300. The fees must be

13 sufficient to cover the costs of administering the guarantee program

14 under AS 44.88.300 - 44.88.390 and any premium the authority pays for

15 insuring its risks.

16 Sec. 44.88.360. EFFECT OF GUARANTEE. (a) A guarantee under

17 AS 44.88.300 shall guarantee against political or commercial loss, in

18 whole or in part, of principal arid interest on an eligible export

19 transaction. The guarantee may include, without limitation, insurance

20 against loss up to a stated amount. A  guarantee under AS 44.88.300

21 may not be terminated, canceled, or revoked, except under its terms.

22 A guarantee held by a participating financial institution is presumed

23 to be valid.

24 (b) In this section, "political loss" means a loss incurred as a

25 result of a political risk insured under an export credit insurance

26 umbrella policy, or r. sparable policy or agreement, issued by the

27 Export-Import Bank of the United .k>tates.

^  28 Sec. 44.88.370. GUARANTEE NOT A GENERAL OBLIGATION OF THE STATE.

29 A guarantee under AS 44.88.300 is not a general obligation of the
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1 state.

2 Sec. 44.88.380. PERSONAL LIABILITY. An officer, employee, or

3 agent of the authority may not be held personally liable in a civil

4 action for damages for an act done or omitted in good faith while

5 performing the functions of office, employment, or agency under this

6 chapter.

7 Sec. 44.88.390. EXPORT INSURANCE ACCOUNT. (a) The export

8 insurance account is established in the revolving fund. The account

9 consists of money appropriated to it by the legislature and other

10 money and assets, including bond proceeds, deposited in it by the

11 authority. The account shall be held as security for the holders of

12 bonds issued by the authority for the purposes of AS 44.88.300 -

13 44.88.390. The authority may enter into trust agreements with respect

14 to the use of money in the account, including the use of that money to

15 discharge a guarantee obligation of the authority. The trust agree-

16 ments may contain provisions and limitations conccia^ng the investment

17 and disbursement of money in the account, the payment of expenses of

18 the account, the appointment, resignation and discharge of trustees,

19 the delegation of enforcement and collection powers under the insur-

20 ance agreements to the trustee, the duties of the trustees, amendments

21 of the trust agreements, and other lawful provisions and limitations
1

22 the authority considers appropriate. The trust agreements may pledge

23 premiums and other money that may be deposited in the account. The

24 pledge shall be valid and binding from the time the pledge is made.

25 The premiums and other money pledged and thereafter received by the

26 account, or by the trustees in its behalf, shall immediately be sub-

27 ject to the lien of the pledge. The pledge shall be valid and binding

28 against parties having claims against the account, irrespective of

29 whether the parties have notice of the pledge.
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1 (b) The authority may use proceeds of bonds issued for the

2 purposes of AS 44.88.300 - 44.88.390 to purchase insurance, which may

3 be pledged for the security of the holders of the bonds. If insurance

4 is pledged as security, whether obtained through the export insurance

5 account or purchased with bond proceeds, a description of the insur-

6 ance shall expressly indicate the limitation of the liability of the

7 authority and that neither the credit nor the taxing power of tie

8 state or a political subdivision of the state is available to satisfy

9 obligations with respect to the insurance.

10 * Sec. 40. To be consistent with the change made by this Act, wherever

11 in the Alaska Statutes and in regulations adopted under those statutes

12 "Alaska Industrial Development Authority" is used, it shall be read as

13 referring to the Alaska Industrial Development and Export Authority. Under

14 AS 01.05.031 the revisor of statutes shall implement this section in the

15 statutes, and, under AS 44.62.125(b)(6), the regulations attorney shall

16 implement this section in the administrative regulations.
t . to

17 * Sec. 41. AS 44.88.156, 44.88.158( c ) (and sec. 11, ch. 162, SLA 1984,

18 are repealed.

19 * Sec. 42. This Act takes effect immediately under AS 01.10.070(c).
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a n d  F i n a n c e

Introduced: 1/19/87 5-0377A
Referred: Labor & Commerce

B Y  K E L L Y ,  K E R T T U L A
1 I N  T H E  S E N A T E  F A I K S  A N D  S T U R G U L E W S K I

t
2  S E N A T E  B I L L  N O .  6 4

3 I N  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

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

5  A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  e x p o r t  e n t e r p r i s e s  u n d e r  t h e

7 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 u t h o r i t y . "

8 B E  I T  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  T H E  S T A T E  O F  A L A S K A :

9 *  S e c t i o n  1 .  A S  4 4 . 8 8 . 0 1 0  i s  a m e n d e d  t o  r e a d :

1 0  S e c .  4 4 . 8 8 . 0 1 0 .  L E G I S L A T I V E  F I N D I N G  A N D  P O L I C Y .  ( a )  T h e  l e g i s -

1 1  l a t u r e  f i n d s ,  d e t e r m i n e s  a n d  d e c l a r e s  t h a t

1 2  ( 1 )  t h e r e  e x i s t  a r e a s  o f  t h e  s t a t e  i n  w h i c h  s e a s o n a l  a n d

1 3  n o n s e a s o n a l  u n e m p l o y m e n t  e x i s t ;

1 4  ( 2 )  t h i s  u n e m p l o y m e n t  i s  a  s e r i o u s  m e n a c e  t o  t h e  h e a l t h ,

1 5  s a f e t y  a n d  g e n e r a l  w e l f a r e ,  n o t  o n l y  t o  t h e  p e o p l e  i n  t h o s e  a r e a s ,  b u t

1 6  a l s o  t o  t h e  p e o p l e  o f  t h e  e n t i r e  s t a t e ;

1 7  ( 3 )  t h e  s t a t e  l a c k s  t h e  b a s i c  m a n u f a c t u r i n g ,  i n d u s t r i a l ,

1 8  e x p o r t , a n d  b u s i n e s s  e n t e r p r i s e s  a n d  t h e  o t h e r  f a c i l i t i e s  r e f e r r e d  t o

1 9  i n  ( 5 )  o f  t h i s  s u b s e c t i o n  n e c e s s a r y  t o  p e r m i t  a d e q u a t e  d e v e l o p m e n t  o f

2 0  i t s  n a t u r a l  r e s o u r c e s  a n d  t h e  b a l a n c e d  g r o w t h  o f  i t s  e c o n o m y ;

2 1  ( 4 )  t h e  e s t a b l i s h m e n t  a n d  e x p a n s i o n  o f  i n d u s t r i a l ,  m a n u -

2 2  f a c t u r i n g ,  e x p o r t , a n d  b u s i n e s s  e n t e r p r i s e s  i n  A l a s k a  a n d  t h e  o t h e r

2 3  f a c i l i t i e s  r e f e r r e d  t o  i n  ( 5 )  o f  t h i s  s u b s e c t i o n  a r e  e s s e n t i a l  t o  t h e

2 4  d e v e l o p m e n t  o f  t h e  n a t u r a l  r e s o u r c e s  a n d  t h e  l o n g - t e r m  e c o n o m i c  g r o w t h

2 5  o f  t h e  s t a t e ,  a n d  w i l l  d i r e c t l y  a n d  i n d i r e c t l y  a l l e v i a t e  u n e m p l o y m e n t

2 6  i n  t h e  s t a t e ;

2 7  ( 5 )  t h e  a c h i e v e m e n t  o f  t h e  g o a l  o f  f u l l  e m p l o y m e n t ,  a n d  o f

2 8  e s t a b l i s h m e n t  a n d  c o n t i n u i n g  o p e r a t i o n  a n d  d e v t  o p r  ' n t  o f  i n d u s t r i a l ,

2 9  m a n u f a c t u r i n g ,  e x p o r t , a n d  b u s i n e s s  e n t e r p r i s e s  i n  t h e  s t a t e ,
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i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  f a c i l i t i e s  f o r  t r a n s p o r t a t i o n ,  f a c i l ­

i t i e s  f o r  p o l l u t i o n  c o n t r o l  a n d  w a s t e  d i s p o s a l ,  f a c i l i t i e s  f o r  t h e  

l o c a l  f u r n i s h i n g  o f  g a s ,  f a c i l i t i e s  f o r  w a t e r ,  f a c i l i t i e s  f o r  i n d u s ­

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

h e a t i n g  o r  c o o l i n g ,  p a r k i n g  f a c i l i t i e s ,  o r  a  s t o r a g e  o r  t r a i n i n g  

f a c i l i t y  r e l a t i n g  t o  a  p l a n t  o r  f a c i l i t y ,  w i l l  b e  a c c e l e r a t e d  a n d  

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

p o w e r s  t o  i n c u r  d e b t ,  t o  o w n  a n d  o p e r a t e  f a c i l i t i e s ,  t o  m a k e  a n d  

i n s u r e  l o a n s  t o  f i n a n c e ,  a n d  t o  a s s i s t  p r i v a t e  l e n d e r s  t o  m a k e  l o a n s  

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

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

w i t h o u t  l i m i t a t i o n ,  f a c i l i t i e s  f o r  t r a n s p o r t a t i o n ,  f a c i l i t i e s  f o r  

p o l l u t i o n  c o n t r o l  a n d  w a s t e  d i s p o s a l ,  f a c i l i t i e s  f o r  t h e  l o c a l  f u r ­

n i s h i n g  o f  g a s ,  f a c i l i t i e s  f o r  w a t e r ,  f a c i l i t i e s  f o r  i n d u s t r i a l  p a r k s ,  

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

c o o l i n g ,  p a r k i n g  f a c i l i t i e s ,  o r  a  s t o r a g e  o r  t r a i n i n g  f a c i l i t y  r e l a t ­

i n g  t o  a  p l a n t  o r  f a c i l i t y ;

( 6 )  i t  i s  i n  t h e  p u b l i c  i n t e r e s t  t o  p r o m o t e  t h e  p r o s p e r i t y  

a n d  g e n e r a l  w e l f a r e  o f  a l l  c i t i z e n s  o f  t h e  s t a t e  b y  s t i m u l a t i n g  c o m ­

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

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

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

t i r e m e n t  f u n d s ,  t o  h e l p  s a t i s f y  t h e  n e e d  f o r  e c o n o m i c  e x p a n s i o n ;

i t  i s  i n  t h e  s t a t e ' s  i n t e r e s t  t o  i m p o r t  p r i v a t e  c a p i t a l  

t o  c r e a t e  n e w  e c o n o m i c  a c t i v i t y  w h i c h  w o u l d  n o t  o t h e r w i s e  t a k e  p l a c e  

i n  t h e  s t a t e .

( b )  I t  i s  d e c l a r e d  t o  b e  t h e  p o l i c y  o f  t h e  s t a t e ,  i n  t h e  i n t e r ­

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

p e o p l e  o f  t h e  s t a t e ,  a n d  a  p u b l i c  p u r p o s e ,  t o  i n c r e a s e  j o b
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o p p o r t u n i t i e s  a n d  o t h e r w i s e  t o  e n c o u r a g e  t h e  e c o n o m i c  g r o w t h  o f  t h e  

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

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

b u s i n e s s  e n t e r p r i s e s  a n d  t h e  o t h e r  f a c i l i t i e s  r e f e r r e d  t o  i n  ( a ) ( 5 )  o f  

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

f u n c t i o n s  a s  p r o v i d e d  i n  A S  4 4 . 8 8 . 0 1 0  -  4 4 . 8 8 . 2 2 0 .

*  S e c .  2 .  A S  4 4 . 8 8 . 0 7 0  i s  a m e n d e d  t o  r e a d :

S e c .  4 4 . 8 8 . 0 7 0 .  P U R P O S E  O F  T H E  A U T H O R I T Y .  T h e  p u r p o s e  o f  t h e  

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

a n d  e c o n o m i c  w e l f a r e  o f  t h e  p e o p l e  o f  A l a s k a ,  t o  r e l i e v e  p r o b l e m s  o f  

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

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

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

f a c i l i t i e s  r e f e r r e d  t o  i n  A S  4 4 . 8 8 . 0 1 0 ( a ) ( 5 )  w i t h i n  t h e  s t a t e ,  a n d  b y  

o w n i n g  a n d  o p e r a t i n g  t h e  e n t e r p r i s e s  a n d  o t h e r  f a c i l i t i e s .

*  S e c .  3 .  A S  4 4 . 8 8 . 0 8 0 ( 7 )  i s  a m e n d e d  t o  r e a d :

( 7 )  t o  i s s u e  b o n d s ,  d e b e n t u r e s ,  n o t e s ,  o r  o t h e r  e v i d e n c e  o f

i n d e b t e d n e s s , i n  a c c o r d a n c e  w i t h  A S  4 4 . 8 8 . 0 9 0  o r  a s  o t h e r w i s e  p r o v i d e d  

i n  t h i s  c h a p t e r , t o  p a y  t h e  c o s t  o f  a  p r o j e c t  a n d  t o  s e c u r e  p a y m e n t  o f  

t h e  b o n d s  a s  p r o v i d e d  i n  t h i s  c h a p t e r , a n d  t o  b o r r o w  m o n e y  a n d  o t h e r ­

w i s e  i n c u r  i n d e b t e d n e s s  f o r  t h e  p u r p o s e s  o f  t h e  a u t h o r i t y ;

*  S e c .  4 .  A S  4 4 . 8 8 . 0 8 0 ( 1 2 )  i s  a m e n d e d  t o  r e a d :

( 1 2 )  t o  p u r c h a s e  o r  i n s u r e  l o a n s  t o  f i n a n c e  t h e  c o s t s  o f

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

p r o c u r e  i n s u r a n c e  f o r  e x p o r t  e n t e r p r i s e s  t o

( A )  g u a r a n t e e ,  i n s u r e ,  c o i n s u r e ,  a n d  r e i n s u r e  a g a i n s t  

p o l i t i c a l  a n d  c r e d i t  r i s k  o f  l o s s ;

( B )  s e c u r e  t h e  p a y m e n t  o f  p r i n c i p a l  a n d  i n t e r e s t  o n  

b o n d s ,  n o t e s ,  o r  o t h e r  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  [ E N T E R P R I S E
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p r o j e c t s ;, ;

*  S e c .  5 .  A S  4 4 . 8 8 . 0 8 0  i s  a m e n d e d  b y  a d d i n g  n e w  p a r a g r a p h s  t o  r e a d :

( 2 0 )  w i t h  r e g a r d  t o  e x p o r t  e n t e r p r i s e s ,  p u r c h a s e ,  d i s c o u n t ,  

s e l l ,  n e g o t i a t e  w i t h  o r  w i t h o u t  g u a r a n t y ,  n o t e s  o r  o t h e r  e v i d e n c e  o f  

i n d e b t e d n e s s ,  a n d  w i t h  r e g a r d  t o  e x p o r t  e n t e r p r i s e s ,  t o  s e l l  a n d  

g u a r a n t e e  s e c u r i t i e s ;

( 2 1 )  p r o v i d e  f i n a n c i a l  c o u n s e l i n g  s e r v i c e s  t o  b u s i n e s s e s  i n  

t h e  s t a t e  t h a t  a r e  i n t e r e s t e d  i n  d e v e l o p i n g  o r  e x p a n d i n g  e x p o r t  e n t e r ­

p r i s e s  .

*  S e c .  6 .  A S  4 4 . 8 8  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

S e c .  4 4 . 8 8 . 1 5 3 .  G U A R A N T E E D  F U N D I N G  F O R  A L A S K A  E X P O R T S .  ( a )  T h e  

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

a c t i o n  t h r o u g h  a  p a r t i c i p a t i n g  b a n k i n g  o r g a n i z a t i o n .  A n  e l i g i b l e  

e x p o r t  t r a n s a c t i o n  c o n s i s t s  o f  a  l o a n  t o  a  p a r t i c i p a t i n g  b a n k i n g  

o r g a n i z a t i o n  l o c a t e d  i n  t h e  s t a t e  t o  f i n a n c e  a n  i n t e r n a t i o n a l  p r e e x ­

p o r t  o r  e x p o r t  f r o m  t h e  s t a t e .  T o  b e  e l i g i b l e  f o r  g u a r a n t e e d  f u n d i n g  

u n d e r  t h i s  s e c t i o n ,  t h e  e x p o r t  o r  p r e e x p o r t  m u s t ,  i n  t h e  j u d g m e n t  o f  

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

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

s t a t e .  G u a r a n t e e d  f u n d i n g  m a y  i n c l u d e  a  p o o l  o f  i n d i v i d u a l  e x p o r t  

t r a n s a c t i o n s ,  e a c h  o f  w h i c h  i n  t h e  j u d g m e n t  o f  t h e  a u t h o r i t y  m e e t s  

t h e s e  c o n d i t i o n s .

( b )  G u a r a n t e e d  f u n d i n g  c o n s i s t s  o f  a  g u a r a n t e e  a g a i n s t  p o l i t i c a l  

o r  c o m m e r c i a l  l o s s ,  i n  w h o l e  o r  i n  p a r t ,  o f  p r i n c i p a l  a n d  i n t e r e s t  o n  

a n  e l i g i b l e  e x p o r t  t r a n s a c t i o n .  A  g u a r a n t e e  m a y  i n c l u d e ,  w i t h o u t  

l i m i t a t i o n ,  i n s u r a n c e  a g a i n s t  l o s s  u p  t o  a  s t a t e d  a m o u n t .  T h e  m a x i m u m  

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

w r i t i n g  e x e c u t e d  b y  t h e  c h a i r  a n d  v i c e - c h a i r  o f  t h e  a u t h o r i t y  a t  t h e  

t i m e  t h e  g u a r a n t e e  i s  e n t e r e d  i n t o  b y  t h e  a u t h o r i t y .  A  g u a r a n t e e  d o e s

64 -4- SB0064A



1 n o t  c o n s t i t u t e  a  g e n e r a l  o b l i g a t i o n  o f  t h e  s t a t e ,  a n d  m a y  n o t  b e

2  t e r m i n a t e d ,  c a n c e l l e d ,  o r  o t h e r w i s e  r e v o k e d  e x c e p t  i n  a c c o r d a n c e  w i t h

3  i t s  t e r m s .  A  g u a r a n t e e  m a d e  b y  t h e  a u t h o r i t y  i s  v a l i d  a n d  i n c o n t e s t -

4  a b l e  i n  t h e  h a n d s  o f  a  h o l d e r  i n  d u e  c o u r s e  o f  a  g u a r a n t e e d  e l i g i b l e

5  e x p o r t  t r a n s a c t i o n .

6  ( c )  A  p a r t i c i p a t i n g  b a n k i n g  o r g a n i z a t i o n  i s  a  b a n k i n g  i n s t i t u -

7 t i o n  o p e r a t i n g  u n d e r  A S  0 6 ,  a n  a g e n c y  o r  b r a n c h  o f  a  f o r e i g n  b a n k i n g

8 c o r p o r a t i o n  l i c e n s e d  b y  t h e  s t a t e ,  a  n a t i o n a l  b a n k ,  f e d e r a l  s a v i n g s

9 a n d  l o a n  a s s o c i a t i o n ,  o r  f e d e r a l  c r e d i t  u n i o n  l o c a t e d  i n  t h e  s t a t e ,

1 0  t h a t  h a s  b e e n  a p p r o v e d  b y  t h e  m e m b e r s  o f  t h e  a u t h o r i t y  t o  p a r t i c i p a t e

1 1  i n  g u a r a n t e e d  f u n d i n g  f o r  a n  e l i g i b l e  e x p o r t  t r a n s a c t i o n .

1 2  ( d )  T h e  a u t h o r i t y  m a y  c h a r g e  r e a s o n a b l e  f e e s  f o r  p r o v i d i n g

1 3  g u a r a n t e e d  f u n d i n g  u n d e r  t h i s  s e c t i o n  t o  a  p a r t i c i p a t i n g  b a n k i n g

#  1 4  o r g a n i z a t i o n .

1 5  ( e )  B e f o r e  p r o v i d i n g  g u a r a n t e e d  f u n d i n g  u n d e r  t h i s  s e c t i o n ,  a

1C p a r t i c i p a t i n g  b a n k i n g  o r g a n i z a t i o n  s h a l l  i n v e s t i g a t e  a  l i n e  o f  c r e d i t

1 7  t o  t h e  e x p o r t e r  i n  o r d e r  t c  d e t e r m i n e  t h e  e c o n o m i c  b e n e f i t s  t o  b e

1 8  d e r i v e d ,  t h e  p r o s p e c t s  f o r  r e p a y m e n t ,  a n d  o t h e r  f a c t s  n e e d e d  t o  d e t e r -

1 9  m i n e  t h a t  t h e  g u a r a n t e e d  f u n d i n g  i s  c o n s i s t e n t  w i t h  t h e  p u r p o s e s  o f

2 0  t h i s  c h a p t e r .  T h e  a u t h o r i t y  s h a l l  p r o v i d e  g u a r a n t e e d  f u n d i n g  o n l y  i f ,

2 1  a n d  t o  t h e  e x t e n t  t h a t ,  ( 1 )  t h e  f u n d i n g  i s  r e a s o n a b l y  n e c e s s a r y  t o

2 2  s t i m u l a t e  o r  f a c i l i t a t e  t h e  m a k i n g  o f  t h e  e l i g i b l e  e x p o r t  t r a n s a c t i o n

2 3  o n  t e r m s  t h a t  w i l l  e n a b l e  t h e  t r a n s a c t i o n  t o  b e  r e a s o n a b l y  c o m p e t i t i v e

2 4  w i t h  t r a n s a c t i o n s  i n  o t h e r  s t a t e s  o r  i n  f o r e i g n  c o u n t r i e s ;  o r  ( 2 )  t h e

2 5  f u n d i n g  i s  r e a s o n a b l y  n e c e s s a r y  t o  s t i m u l a t e  o r  f a c i l i t a t e  t h e  r e s a l e

2 6  o f  t h e  e l i g i b l e  e x p o r t  t r a n s a c t i o n  t o  a  h o l d e r  i n  d u e  c o u r s e  w h o  w o u l d

2 7  n o t  o t h e r w i s e  p u r c h a s e  t h e  e l i g i b l e  e x p o r t  t r a n s a c t i o n .  T h e  a u t h o r i t y

2 8  m a y  c o n d i t i o n  g u a r a n t e e d  f u n d i n g  o n  o t h e r  t e r m s  a n d  c o n d i t i o n s  d e s i r -

2 9  a b l e  t o  c a r r y  o u t  t h e  p u r p o s e s  o f  t h i s  c h a p t e r .#
SB0064A -5- SB 64



*  S e c .  7 .  A S  4 4 . 8 8 . 2 2 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :

( 1 3 )  " e x p o r t  e n t e r p r i s e "  m e a n s  a n  e n t e r p r i s e  i n v o l v i n g  t h e  

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

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

t r i b u t i o n  o f  e x p o r t  g o o d s .

64 - 6 - SB0064A
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P O R T  O F  S A I N T  G E O R G E

P R E P A R E D  F O R :  C I T Y  O F  S A I N T  G E O R G E

•  P R E P A R E D  B Y :  P E R A T R O V I C H ,  N O T T I N G H A M

&  D R A G S ,  I N C .

P R E L I M I N A R Y  E N G I N E E R I N G  R E P O R T



Peratrovich, Nottingham & Drage, Inc.
Engineering Consultants SSa?(9OT)3 56 5-422o
1506 West 36th Avenue • Suite 101 • Anchorage, Alaska 99503 • 907-561-1011 

March 2, 1987 PN&D 86020rw

Mr. Richard G. Wilson 
City of St. George 
1689 "C" Street 
Anchorage, Alaska 99501

Re: Port of St. George Preliminary Engineering Report 

Dear Mr. Wilson:

Attached is our preliminary engineering report for the remaining earthwork and 
proposed uplands development. Project descriptions, cost estimates and design 
sketches are provided based on known information. Changes to the proposed 
development are likely and will require modifications to our report.

Sincerely,

PERATROVICH, NOTTINGHAM &  DRAGE, INC.

~

Alan Christopherson, P.E.
Senior Engineer

ABC/jk/L9

Enclosures
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TABLE 1

*  PORT OP ST. GEORGE

PART I ENGINEERING COST ESTIMATE FOR REMAINING 

HARBOR CONSTRUCTION 

FOR COMPLETION JANUARY, 1988
9

PART I: Remaining Harbor Construction

A. Breakwater Arms

North Breakwater 

South Breakwater 

Inner Breakwater

B. Upland Site Preparation 

6 Acres Usable 

Expansion to be Determined

C. Basin Dredging

2 Acres at -8 ft. (MLLW)

2 Acres at -12 ft. (MLLW) 

4 Acres at -20 ft. (MLLW)

D. Entrance Channel Dredging (-20 ft. MLLW)

$4,500,000

No Cost

1,400,000

1,600,000

SUBTOTAL PART I $7,500,000
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TABLE 2
•  POKE OF ST. GEORGE

PART II ENGINEERING COST ESTIMATE 
FOR COMPLETION JANUARY, 1988

O

PART II: Port Development GRANT

1. Industrial docks $ 900,000

2. Small craft haulout 

3- Fish processor herth 

4• Fish dock

5. Bulk fuel storage and distribution

6 . Fresh water supply and distribution

7. Sanitary/fish waste collection
and outfall 225,000

8 . Electrical power generation 
and distribution

9- Small craft floats 
and transient berthing

10. Harbor master building

11. Waste disposal
(solid, petroleum and hazard)

12. Salt water supply

13* Area lighting ___________

SUBTOTAL $1,125,000

BACKED BY 
MUNICIPALITY/STATE

75,000

650,000 

125,000

100,000*

255,000

150,000

75,000

100,000 

$1,530,000

SUBTOTAL PART II

TOTAL TO BE FINANCED

* Possible private backing

BACKED BY 
PRIVATE SECTOR

1,300,000 

400,000 

1,750,000

70,000

$3,520,000 

$6,175,000 

= $5,050,000



S T  G E O R G E  I S L A N D  

H a r b o r  Location



Preliminary Engineering Report for Port of St. George 

by: Peratrovich, Nottingham &  Drage, Inc.

PROJECT DESCRIPTION

The Port of St. George is currently under construction to become a world class 

fishing port within the Central Bering Sea. The 8-acre inner harbor will be 

supported with a -20 ft. (MLLW) entrance channel and initially by 6 acres of 

prepared upland sites with virtually unlimited growth protential nearby. Also 

currently under construction are an industrial dock and fuel dock as a start 

in developing the port infrastructure.

This engineering report describes the general progress to date and projects 

forthcoming activities that will establish the Port of St. George as a fully 

supported and functional Bering Sea marine facility.

For clarity in description of the components comprising harbor and port 

development, the entire project is divided into two parts:

Part I: Harbor Construction

This part consists of constructing the required earthwork components as 

defined on Figure 1 . A summary of costs for each component will follow in 

table 1.

Part II: Port Development

This part generally consists of constructing the required infrastructure 

for cargo handling, fish processing, boat moorage and support services as 

defined on Figure 2.



Each major component will be described with respect to its functional purpose, 

general configuration, construction status and estimated time of completion- 

A summary of costs for each component will follow in Table 2.

PART I: Harbor Construction

A- The North, South and Inner Breakwater Arms provide protection from 

the Bering Sea wave environment for the entrance channel and the 

Inner Harbor. In addition, the configuration of the breakwater arms 

will control sediment transport to minimize the need for maintenance 

dredging.

Each of these primary structures are presently under construction. 

The North and Inner Breakwater arms will be substantially completed 

and then followed by substantial completion of the South Breakwater 

arm. These structures are constructed of core material obtained from 

the upland site area and are protected with armor rock obtained from 

quarries located on St. George Island. The breakwater arms are 

configured with a 55 foot wide armor berm constructed on the seaward 

face. The berm has an armor rock gradation that provides a 

relatively high porosity in the berm that allows waves to propagate 

into the armor stones and dissipate their energy over a large area. 

This design precludes the need for much larger armor rock which would 

be prohibitively expensive on St. George Island.

Substantial completion of the breakwater arms is expected by the Pall 

of 1987.

B. The uplands surrounding the Inner Harbor are substantially complete 

as shown on Pigure 1 . A 100 foot wide band of uplands surrounds the 

north and east sides of the basin at an elevation of +12 feet, which 

provides immediate harbor frontage for transportation of cargo, goods



N O R T H  B R E A K W A T E R  A RM

( J )  S O U T H  B R E A K W A T E R  A RM  

( § )  i n n e r  B R E A K W A T E R  A RM  

( 2 )  U P L A N D  S I T E  P R E P A R A T IO N  

( J )  B A S IN  E X C A V A T IO N

( ^ e n t r a n c e  c h a n n e l  d r e d g

\ ? )  B A S IN  & B E R T H  E X C A V A T 8 0 I  
T O  -20 F T  (M L LW )

V ® / A I R P O R T  C O N S T R U C T IO N

P O R T  O F  S A I N T  G E O R G E  

P A R T  I:

H A R B O R  C O N S T R U C T I O N

P/^\\ Peratrovich, Nottingham & D rage, Inc. 

I Vi Engineering Consultants

F I G U R E  >1



and people on and off shore. Upland terraces of approximately 6 

acres are substantially complete and will provide pads for 

development of fish processing facilities, support services a n d  

storage. The uplands can be expanded as demand requires to as many 

as several hundred acres.

The Inner Harbor is being constructed by excavating materials to 

create these zones:

1. 2 acres of small boat moorage area at a depth of -8 ft. (MLLW).

2 . 2 acres for transient moorage and berthing at a depth of -12 ft. 

(MLLW).

3* 4 acres for large vessel maneuvering and berthing to a depth of

-20 ft. (MLLW).

The north zone in the harbor is substantially complete to the -8 ft. 

depth. The middle zone (-12 ft.) is over 50$ complete. Construction

on the south end of the harbor is under way.

There is considerable flexibility in scheduling the excavation of the 

inner harbor because there are few weather constraints. Completion 

of this component will be concurrent with or follow substantial 

completion of the breakwater arms. It is expected that the inner 

harbor will be usable to shallow depths by the Pall of 1987 and

complexed to -20 (MLLW) during the winter of 1987-88.

A 280 foot wide entrance channel will be dredged from the breakwater 

arms to the inner harbor. Existing water depth at the breakwater 

entrance is -20 ft. and then the seabed tapers to sea level at the 

inner harbor. Dredging of sands and weathered bedrock will be 

required. A channel for small craft is expected to be completed by 

Summer of 1987 and substantial completion by the Winter of 1988.
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1. Industrial Docks (EDA/State of Alaska Funding)

Industrial docks are planned to allow local and commercial fishing boats and 

private carriers to transfer cargo and fish. Construction is scheduled to 

begin in April, 1987 with completion by October, 1987. Funding is provided by 

a $600,000 EDA grant matched by $300,000 in State and local funds.

Two docks are planned rather than one to allow berthing of several boats, thus 

providing better flexibility to port users. The planned docks are 4 0 'w x 40'1 

and 40'w  x 60'1. Mooring dolphins will allow berthing for the wide range of 

expected Bering Sea fishing boats and fish processors. Fuel, water, 

electrical, sanitary and fish waste service is planned at each dock.

2. Small Craft Haulout

The concrete ramp haulout is complete. It was funded by EDA and was designed 

for boats on trailers. However, removal of larger boats will require a 

trolley and winch system to be installed on the ramp.

The estimated cost for a trolley and winch for boats to 120 ft. is $75,000.

3« Fish Processor Berth (Private Funding)

Additional port expansion is planned to accommodate a 100 ft. x 400 ft. fish 

processing barge with mooring dolphins and access ramps to support operation 

of a barge berthed for 6-8 months.

The estimated cost to expand the deep water basin is $1,000,000. Support 

facilities such as water and sewer hookup, mooring dolphins, etc., are 

estimated to cost $300,000. The total is $1,300,000.

PART I I :  Port Development
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P O R T  D E V E L O P M E N T

Peratrovich, Nottingham & Drage, Inc.

tyj Engineering Consultants

F I G U R E  S



4• Fish Dock (Private Funding)

Construction of a 40'w x 40'1 fish dock is scheduled for use by Bering Sea 

processor and catcher vessels. Planned utility services to the dock include 

fuel, solid waste, water, sanitary and fish waste service, and electrical 

hook-up.

The estimated construction cost is $400,000.

5- Bulk Riel Storage and Distribution

Availability of fuel close to fishing grounds is a major concern of the Bering 

Sea fishing industry. As much of the resource is caught very close to St. 

George there is a demand for service. Economists for the City have conducted 

studies which indicate the feasibility of a tank farm at the Port of St- 

George to support Bering Sea and local fleets. Revenues generated from fuel 

sales are needed for operation, maintenance and future expansion of the port.

The proposed development during Part II includes 1,000,000 gallon storage, 

approximately 2000 If of fuel distribution lines between the docks and tanks, 

with associated pumps, valves and meters. Storage is planned behind the

port. Additional storage may be added as demand warrants.

Site preparation will include construction of containment berms for ten

100,000 gallon tanks or a sirailiar combination of tanks. Foundations will be 

constructed with surplus harbor excavation material. Fuel distribution will 

be controlled from a central location with pumps and valves.

The facility will be permitted in accordance with State and federal 

requirements. Spill prevention, containment plans, and training of local 

personnel will be included.



The estimated construction cost is $1,750,000. Construction is estimated to 

take 4-6 months.

6 . Fresh Water Supply and Distribution

Two fresh water wells installed near the port in 1982 and 1985 rroduced 

excellent quality water. One well has supplied fresh water to the port 

construction camp for over two years.

Fresh water requirements for the port include fish processing, fire protection 

and domestic consumption. Planned development includes the drilling of five 

additional wells to supply projected flow volumes, a well house for valves, 

pumps, electrical switch gear, meters and water treatment equipment, a 4,000 

If insulated and heat-trace main to the port, 1,500 If of distribution piping 

to commercial properties and 200,000 gallon storage tank.

The estimated construction cost is $650,000. Construction rs estimated to 

take six months and completion is planned to coincide with the port.

7- Sanitary and Fish Waste Collection and Outfall

Sanitary and fish waste disposal is critical to preserve water quality in the 

port and to dispose of the fish waste from floating processors. A proposed 

outfall corridor near the south breakwater has been surveyed under water and 

in discussions with the agency is believed to meet their requirements. An 

application to discharge has been made.

The planned outfall is a 8" dia. heavy-wall steel pipe and would be anchored 

to bedrock. Collector lines around the port would be constructed with 

polyethylene pipe.

The estimated construction cost, including one main collector line to the



8. E lec tr ica l  Power and D istribution

Initial onshore power needs upon completion of the port are expected to be low 

during initial development and a small generator is presently serving port 

consumers. Primary electric power will be purchased from one or more floating 

fish processors and distributed through powerlines installed for initial 

consumers near the port. Expansion of the initial distribution vail occur 

later as needed.

Portable generators can be used in addition to the distribution network where 

cost effective. Onshore generation is planned when demand warrants.

The estimated construction cost to hookup to the processors and provide power 

along the harbor basin is $100,000.

9- Small Craft Floats and Transient Berthing

Floating concrete floats are proposed for local and transient boat moorage. 

The proposed plan includes 400' of floats at the north end of the dredge 

basin. Floats would be anchored with steel pile installed in the harbor 

basin.

The construction estimate to fabricate and ship 400' of floats to St. George 

is $165,000. Pile anchors and installation is estimated to cost $90,000. The 

total cost is estimated at $255,000. Construction is estimated to take 2-3 

months with installation planned for the summer of 1987•

10. Harbor Master Building

Administration and enforcement of regulations will be centered in the 

harbormaster's building. The proposed building would include shower and 

toilet facilities for fishermen and other users and dry storage for gear and



oil spill equipment. Its planned location is along the north side of the 

inner basin.

The estimated cost for this facility is $150,000 and it is scheduled for 

construction in 1988.

11. Waste Disposal (Solid, Petroleum &  Hazardous)

Waste disposal is an important community issue. Proper disposal practices and 

sites are sought for solid, petroleum and hazardous by-products of the harbor-

Disposal of solid waste is planned at the City solid waste facility near the 

center of the island. Solid waste containers will be installed at the Port 

for collection. Transportation of solid waste to the disposal site will be 

provided for fee.

Waste petroleum products will be stored in tanks for later disposal by 

approved controlled burning. Surplus tankage is available on the island. 

Storage of waste products will be maintained in accordance with all regulatory 

requirements.

Hazardous waste will be disposed of at a site to be determined, probably off- 

Island.

All waste plans will be submitted to the appropriate agencies for approval. 

Proper procedures for handling waste will be developed and training will be 

provided to operations personnel.

The estimated cost to establish waste control sites is $75,000. User fees 

will be assessed to provide funds for proper waste control.



12. Salt Water Supply

Salt water is useful for some types of fish processing and has the advantage 

of reducing the demand for fresh water. Since pumping from the harbor is not 

feasible, two wells near the harbor are planned. Distribution piping will be 

provided by users.

The estimated cost for drilling and casing a well and installing pumps and 

electrical service is $70,000 using drilling equipment planned for dock 

construction.

13- Area Lighting

Installation of several area lights is planned near the docks to allow safe 

operation at night along the docks. Power will be provided by processors or 

temporary generators.

Area lighting excluding electric generation for both docks is estimated to 

cost $100,000.
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B Y  T H E  S E N A T E  S P E C I A L  C O M M I T T E E
I N  T H E  S E N A T E  ON I N T E R N A T I O N A L  T R A D E

C S  F O R  S E N A T E  B I L L  N O .  6 4  ( I . T )

I N  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  -  F I R S T  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 :  " A n  A c t  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 ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e

d a t e . "

B E  I T  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  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  A S  4 4 . 8 8 . 0 1 0  i s  a m e n d e d  t o  r e a d :

S e c .  4 4 . 8 8 . 0 1 0 .  L E G I S L A T I V E  F I N D I N G  A N D  P O L I C Y .  ( a )  T h e  l e g i s ­

l a t u r e  f i n d s ,  d e t e r m i n e s ^  a n d  d e c l a r e s  t h a t

( 1 )  t h e r e  e x i s t  a r e a s  o f  t h e  s t a t e  i n  w h i c h  s e a s o n a l  a n d

n o n s e a s o n a l  u n e m p l o y m e n t  e x i s t ;

( 2 )  t h i s  u n e m p l o y m e n t  i s  a  s e r i o u s  m e n a c e  t o  t h e  h e a l t h ,

s a f e t y ^  a n d  g e n e r a l  w e l f a r e ,  n o t  o n l y  t o  t h e  p e o p l e  i n  t h o s e  a r e a s ,

b u t  a l s o  t o  t h e  p e o p l e  o f  t h e  e n t i r e  s t a t e ;

( 3 )  t h e  s t a t e  l a c k s  t h e  b a s i c  m a n u f a c t u r i n g ,  i n d u s t r i a l ,

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

t i e s  r e f e r r e d  t o  i n  [ ( 5 )  O F ]  t h i s  s u b s e c t i o n  n e c e s s a r y  t o  p e r m i t  

a d e q u a t e  d e v e l o p m e n t  o f  ^ c s  n a t u r a l  r e s o u r c e s  a n d  t h e  b a l a n c e d  g r o w t h  

o f  i t s  e c o n o m y ;

( 4 )  t h e  e s t a b l i s h m e n t  a n d  e x p a n s i o n  o f  i n d u s t r i a l ,  m a n u ­

f a c t u r i n g ,  e x p o r t ,  s m a l l  b u s i n e s s ,  a n d  b u s i n e s s  e n t e r p r i s e s  i n  A l a s k a  

a n d  t h e  o t h e r  f a c i l i t i e s  r e f e r r e d  t o  i n  [ ( 5 )  O F ]  t h i s  s u b s e c t i o n  a r e

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

t e r m  e c o n o m i c  g r o w t h  o f  t h e  s t a t e ,  a n d  w i l l  d i r e c t l y  a n d  i n d i r e c t l y

a l l e v i a t e  u n e m p l o y m e n t  i n  t h e  s t a t e ;

( 5 )  t h e  e x p a n s i o n  o f  e x p o r t  t r a d e  i s  v i t a l  t o  t h e  h e a l t h
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a n d  R r o w t h  o f  t h e  s t a t e ' s  e c o n o m y ;

( 6  )  m a n y  A l a s k a  b u s i n e s s e s  c o u l d  b e n e f i t  f r o m  a d d i t i o n a l

f i n a n c i a l  a n d  t e c h n i c a l  a s s i s t a n c e  w i t h  r e s p e c t  t o  t h e  e x p o r t a t i o n  o f  

t h e i r  p r o d u c t s _  a n d  s e r v i c e s ;

( 7 )  t h e  U n i t e d  S t a t e s  E x p o r t - I m p o r t  B a n k  h a s  b e e n  i n a n d a t e d  

b y  t h e  E x p o r t - I m p o r t  B ~̂ k  A c t  A m e n d m e n t s  o f  1 9 8 3  t o  p r o v i d e  t e c h n i c a l  

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

e r a t i o n  w i t h  s t a t e  e x p o r t  f i n a n c e  a g e n c i e s ;

( 8 )  A l a s k a - b a s e d  e x p o r t e r s  c a n  b e  e f f e c t i v e l y  a s s i s t e d  

t h r o u g h  t h e  e s t a b l i s h m e n t ,  a s  p a r t  o f  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 u t h o r i t y ,  o f  a n  e x p o r t  f i n a n c i n g  p r o g r a m  d e s i g n e d  t o  w o r k  w i t h

t h e  U . S .  E x p o r t - I m p o r t  B a n k  a n d  o t h e r  f e d e r a l ,  s t a t e ,  a n d  p r i v a t e  

i n s t i t u t i o n s ;

( 9 )  t h e  a c h i e v e m e n t  o f  t h e  g o a l  o f  f u l l  e m p l o y m e n t ,  a n d  o f  

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

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

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

f a c i l i t i e s  f o r  p o l l u t i o n  c o n t r o l  a n d  w a s t e  d i s p o s a l ,  f a c i l i t i e s  f o r  

t h e  l o c a l  f u r n i s h i n g  o f  g a s ,  f a c i l i t i e s  f o r  w a t e r ,  f a c i l i t i e s  f o r  

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

t r i c t  h e a t i n g  o r  c o o l i n g ,  p a r k i n g  f a c i l i t i e s ,  o r  a  s t o r a g e  o r  t r a i n i n g  

f a c i l i t y  r e l a t i n g  t o  a  p l a n t  o r  f a c i l i t y ,  w i l l  b e  a c c e l e r a t e d  a n d  

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

p o w e r s  t o  i n c u r  d e b t ,  t o  o w n  a n d  o p e r a t e  f a c i l i t i e s ,  t o  m a k e  a n d  

i n s u r e  l o a n s  t o  f i n a n c e ,  a n d  t o  a s s i s t  p r i v a t e  l e n d e r s  t o  m a k e  l o a n s  

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

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

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

f a c i l i t i e s  f o r  p o l l u t i o n  c o n t r o l  a n d  w a s t e  d i s p o s a l ,  f a c i l i t i e s  f o r
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1  t h e  l o c a l  f u r n i s h i n g  o f  g a s ,  f a c i l i t i e s  f o r  w a t e r ,  f a c i l i t i e s  f o r

2  i n d u s t r i a l  p a r k s ,  m a s s  c o m m u t i n g  v e h i c l e s ,  f a c i l i t i e s  f o r  l o c a l  d i s -

3  t r i c t  h e a t i n g  o r  c o o l i n g ,  p a r k i n g  f a c i l i t i e s ,  o r  a  s t o r a g e  o r  t r a i n i n g

4  f a c i l i t y  r e l a t i n g  t o  a  p l a n t  o r  f a c i l i t y ;

5  ( 1 0 )  [ ( 6 ) ]  i t  i s  i n  t h e  p u b l i c  i n t e r e s t  t o  p r o m o t e  t h e

6 p r o s p e r i t y  a n d  g e n e r a l  w e l f a r e  o f  a l l  c i t i z e n s  o f  t h e  s t a t e  b y

7  ( A )  s t i m u l a t i n g  c o m m e r c i a l  a n d  i n d u s t r i a l  g r o w t h  a n d

8  e x p a n s i o n  b y  e n c o u r a g i n g  a n  i n c r e a s e  o f  p r i v a t e  i n v e s t m e n t  b y

9  b a n k s ,  i n v e s t m e n t  h o u s e s ,  i n s u r a n c e  c o m p a n i e s ,  a n d  o t h e r  f i n a n -

1 0  c i a l  i n s t i t u t i o n s ,  i n c l u d i n g  p e n s i o n  a n d  r e t i r e m e n t  f u n d s ,  t o

1 1  h e l p  s a t i s f y  t h e  n e e d  f o r  e c o n o m i c  e x p a n s i o n ;

1 2  ( B )  e n c o u r a g i n g  t h e  p r o d u c t i o n  o f  r a w _  m a t e r i a l s  a n d

1 3  g o o d s  f o r  e x p o r t ,  t h e  e x p a n s i o n  o f  e x p o r t s  o f  r a w  m a t e r i a l s  a n d

1 4  g o o d s ,  a n d  t h e  r e n d e r i n g  o f  s e r v i c e s  a b r o a d  b y  r e s i d e n t s  o f  t h e

1 5  s t a t e  t h r o u g h  t h e  e s t a b l i s h m e n t  o f  a  p r o g r a m  t h a t  p r o v i d e s  f i n a n -

1 6  c i a l  a s s i s t a n c e  i n  c o o p e r a t i o n  w i t h  f e d e r a l ,  s t a t e ,  a n d  p r i v a t e

1 7  i n s t i t u t i o n s  f o r  t h e s e  p u r p o s e s  i n  t h e  f o r m  p r o v i d e d  i n  t h i s

1 8  c h a p t e r ;

1 9  ( C )  c r e a t i n g  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

2 0  E x p o r t  A u t h o r i t y  w i t h  t h e  _ p o w e r s  n e c e s s a r y  t o  a c c o m p l i s h  t h e

2 1  o b j e c t i v e s  s t a t e d  i n  t h i s  p a r a g r a p h ,  i n c l u d i n g  t h e  p o w e r  t o  i s s u e

2 2  t a x a b l e  a n d  t a x - e x e m p t  b o n d s  a n d  t o  a c q u i r e  o w n e r s h i p  i n t e r e s t s

2 3  i n  p r o j e c t s  a s  p r o v i d e d  i n  t h i s  c h a p t e r ;

2 4  ( 1 1 )  [ ( 7 ) ]  i t  i s  i n  t h e  s t a t e ' s  i n t e r e s t  t o  i m p o r t  p r i v a t e

2 5  c a p i t a l  t o  c r e a t e  n e w  e c o n o m i c  a c t i v i t y  w h i c h  w o u l d  n o t  o t h e r w i s e  t a k e

2 6  p l a c e  i n  t h e  s t a t e .

2 7  ( b )  I t  i s  d e c l a r e d  t o  b e  t h e  p o l i c y  o f  t h e  s t a t e ,  i n  t h e  i n t e r -

2 8  e s t s  o f  p r o m o t i n g  t h e  h e a l t h ,  s e c u r i t y ^  a n d  g e n e r a l  w e l f a r e  o f  a l l  t h e

2 9  p e o p l e  o f  t h e  s t a t e ,  a n d  a  p u b l i c  p u r p o s e ,  t o  i n c r e a s e  j o b
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1 o p p o r t u n i t i e s  a n d  o t h e r w i s e  t o  e n c o u r a g e  t h e  e c o n o m i c  g r o w t h  o f  t h e

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

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

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

5  r e f e r r e d  t o  i n  ( a )  [ ( a ) ( 5 ) ]  o f  t h i s  s e c t i o n  b y  c r e a t i n g  t h e  A l a s k a

6  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  [ P U B L I C  C O R P O R A T I O N ]  w i t h

7  t h e  p o w e r s  [ P O W E R ] , d u t i e s ^  a n d  f u n c t i o n s  [ A S ]  p r o v i d e d  i n  t h i s  c h a p -

8  t e r  [ A S  4 4 . 8 8 . 0 1 0  -  4 4 . 8 8 . 2 2 0 ] .

9  *  S e c .  2 .  A S  4 4 . 8 8 . 0 1 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

1 0  ( c )  I t  i s  f u r t h e r  d e c l a r e d  t o  b e  t h e  p o l i c y  o f  t h e  s t a t e ,  i n  t h e

1 1  i n t e r e s t s  o f  p r o m o t i n g  t h e  h e a l t h ,  s e c u r i t y ,  a n d  g e n e r a l  w e l f a r e  o f

1 2  a l l  t h e  p e o p l e  o f  t h e  s t a t e ,  a n d  a  p u b l i c  p u r p o s e  o f  t h e  s t a t e ,  t o

1 3  a c c o m p l i s h  t h e  o b j e c t i v e s  s e t  o u t  i n  ( b )  o f  t h i s  s e c t i o n  t h r o u g h  t h e

1 4  p r o v i s i o n  o f  f i n a n c i a l  s u p p o r t  i n  c o o p e r a t i o n  w i t h  f e d e r a l ,  s t a t e ,  a n d

1 5  p r i v a t e  i n s t i t u t i o n s  f o r  t h e  p u r p o s e  o f  i n c r e a s i n g  t h e  e x p o r t  o f

1 6  A l a s k a  g o o d s ,  t a l e n t ,  r a w  m a t e r i a l s ,  a n d  s e r v i c e s .

1 7  *  S e c .  3 .  A S  4 4 . 8 8  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  a r t i c l e  1  t o

1 8  r e a d :

1 9  S e c .  4 4 . 8 8 . 0 6 0 .  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 -

2 0  T H 0 R I T Y  R E V O L V I N G  F U N D .  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

2 1  A u t h o r i t y  r e v o l v i n g  f u n d  i s  e s t a b l i s h e d  i n  t h e  a u t h o r i t y .  T h e  r e -

2 2  v o l v i n g  f u n d  c o n s i s t s  o f  a p p r o p r i a t i o n s  m a d e  t o  t h e  r e v o l v i n g  f u n d  b y

2 3  t h e  l e g i s l a t u r e ,  m o n e y  o r  o t h e r  a s s e t s  t r a n s f e r r e d  t o  t h e  r e v o l v i n g

2 4  f u n d  b y  t h e  a u t h o r i t y ,  a n d  u n r e s t r i c t e d  p a y m e n t s  o n  l o a n s  m a d e  o r

2 5  p u r c h a s e d  b y  t h e  a u t h o r i t y .  A m o u n t s  d e p o s i t e d  i n  t h e  r e v o l v i n g  f u n d

2 6  m a y  b e  p l e d g e d  t o  t h e  p a y m e n t  o f  b o n d s  o f  t h e  a u t h o r i t y  o r  e x p e n d e d

2 7  f o r  t h e  p u r p o s e s  o f  t h e  a u t h o r i t y  u n d e r  t h i s  c h a p t e r .

2 8  *  S e c .  4 .  A S  4 4 . 8 8 . 0 7 0  i s  a m e n d e d  t o  r e a d :

2 9  S e c .  4 4 . 8 8 . 0 7 0 .  P U R P O S E  O F  T H E  A U T H O R I T Y .  T h e  p u r p o s e  o f  t h e
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1 a u t h o r i t y  i s  t o  p r o m o t e ,  d e v e l o p ^  a n d  a d v a n c e  t h e  g e n e r a l  p r o s p e r i t y

2  a n d  e c o n o m i c  w e l f a r e  o f  t h e  p e o p l e  o f  A l a s k a ,  t o  r e l i e v e  p r o b l e m s  o f

3  u n e m p l o y m e n t ,  a n d  t o  c r e a t e  a d d i t i o n a l  e m p l o y m e n t  b y

4  ( 1 )  p r o v i d i n g  v a r i o u s  m e a n s  o f  f i n a n c i n g  a n d  m e a n s  o f

5  f a c i l i t a t i n g  t h e  f i n a n c i n g , i n  c o o p e r a t i o n  w i t h  f i d e r a l ,  s t a t e ,  a n d

6  p r i v a t e  i n s t i t u t i o n s ,  o f  i n d u s t r i a l ,  m a n u f a c t u r i n g ,  e x p o r t ,  s m a l l

7  b u s i n e s s ,  a n d  b u s i n e s s  e n t e r p r i s e s  a n d  t h e  o t h e r  f a c i l i t i e s  r e f e r r e d

8  t o  i n  A S  4 4 . 8 8 . 0 1 0 ( a )  i n  [ A S  4 4 . 8 8 . 0 1 0 ( a ) ( 5 )  W I T H I N ]  t h e  s t a t e ^

9  ( 2 )  [ .  A N D  B Y ]  o w n i n g  a n d  o p e r a t i n g  t h e  e n t e r p r i s e s  a n d

1 0  o t h e r  f a c i l i t i e s  d e s c r i b e d  i n  A S  4 4 . 8 8 . 1 7 2 ;

1 1  ( 3 )  f o s t e r i n g  t h e  e x p a n s i o n  o f  e x p o r t s  o f  A l a s k a  g o o d s ,

1 2  s e r v i c e s ,  a n d  r a w  m a t e r i a l s ;

1 3  ( 4 )  c o o p e r a t i n g  a n d  a c t i n g  i n  c o n j u n c t i o n  w i t h  o t h e r  o r g a -

1 4  n i z a t i o n s ,  p u b l i c  a n d  p r i v a t e ,  t h e  o b j e c t s  o f  w h i c h  a r e  t h e  p r o m o t i o n

1 5  a n d  a d v a n c e m e n t  o f  e x p o r t  t r a d e  a c t i v i t i e s  i n  t h e  s t a t e ;

1 6  ( 5 )  e s t a b l i s h i n g  a  s o u r c e  o f  f u n d i n g  c r e d i t  g u a r a n t e e s  a n d

1 7  i n s u r a n c e ,  n o t  o t h e r w i s e  a v a i l a b l e ,  t o  s u p p o r t  e x p o r t  d e v e l o p i n e n t ;

1 8  ( 6 )  p r o v i d i n g  a n d  c o o p e r a t i n g  o r  p a r t i c i p a t i n g  w i t h  f e d e r -

1 9  a l ,  s t a t e ,  a n d  p r i v a t e  i n s t i t u t i o n s  t o  p r o v i d e  a c t u a l  a n d  p o t e n t i a l

2 0  A l a s k a  e x p o r t e r s ,  p a r t i c u l a r l y  s m a l l -  a n d  m e d i u m - s i z e d  e x p o r t e r s ,  w i t h

2 1  f i n a n c i a l  a s s i s t a n c e  i n  s u p p o r t  o f  e x p o r t  t r a n s a c t i o n s .

2 2  *  S e c .  5 .  A S  4 4 . 8 8 . 0 8 0 ( 7 )  i s  a m e n d e d  t o  r e a d :

2 3  ( 7 )  t o  i s s u e  b o n d s  a n d  o t h e r w i s e  t o  i n c u r  i n d e b t e d n e s s , i n

2 4  a c c o r d a n c e  w i t h  A S  4 4 . 8 8 . 0 9 0 ,  i n  o r d e r  t o  p a y  t h e  c o s t  o f  a  p r o j e c t  o r

2 5  d e v e l o p m e n t  p r o j e c t s  o r  i n  o r d e r  t o  p r o v i d e  m o n e y  f o r  t h e  a u t h o r i t y ' s

2 6  p u r p o s e s  u n d e r  t h i s  c h a p t e r ;  t h e  a u t h o r i t y  m a y  a l s o  [ A N D  T O ]  s e c u r e

2 7  p a y m e n t  o f  t h e  b o n d s  o r  o t h e r  i n d e b t e d n e s s  a s  p r o v i d e d  i n  t h i s  c h a p -

2 8  t e r ;

2 9  *  S e c .  6 .  A S  4 4 . 8 8 . 0 8 0  i s  a m e n d e d  b y  a d d i n g  n e w  p a r a g r a p h s  t o  r e a d :
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1  ( 2 0 )  t o  p a r t i c i p a t e  w i t h  g o v e r n m e n t  o r  p r i v a t e  i n d u s t r y  i n

2  p r o g r a m s  f o r  t e c h n i c a l  a s s i s t a n c e ,  l o a n s ,  t e c h n o l o g y ,  t r a n s f e r ,  o r

3  o t h e r  p r o g r a m s  r e l a t e d  t o  t h e  e x p o r t a t i o n  o f  A l a s k a  g o o d s ,  s e r v i c e s ,

A o r  r a w  m a t e r i a l s  w i t h  r e s p e c t  t o  i t s  f i n a n c i n g  a c t i v i t i e s ;

5  ( 2 1 )  t o  p r o v i d e  e x p o r t  f i n a n c e  t r a i n i n g  f o r  o f f i c e  s t a f f  a n d

6 o t h e r  i n d i v i d u a l s  i n v o l v e d  i n  e x p o r t  f i n a n c e  a s s i s t a n c e ,  i n c l u d i n g  t h e

7 t r a i n i n g  s e s s i o n s  t h a t  m a y  b e  p r o v i d e d  b y  t h e  U n i t e d  S t a t e s  E x p o r t -

8  I m p o r t  B a n k  o r  o t h e r  o r g a n i z a t i o n s ;

9  ( 2 2 )  t o  c o o r d i n a t e  t o  t h e  m a x i m u m  e x t e n t  p o s s i b l e  i t s

1 0  e f f o r t s  t o  p r o m o t e  t h e  e x p o r t  o f  A l a s k a  g o o d s ,  s e r v i c e s ,  a n d  r a w

1 1  m a t e r i a l s  w i t h  p r o g r a m s  a n d  g o a l s  o f  t h e  U n i t e d  S t a t e s  E x p o r t - I m p o r t

1 2  B a n k ,  t h e  I n t e r n a t i o n a l  T r a d e  A d m i n i s t r a t i o n  o f  t h e  U n i t e d  S t a t e s

1 3  D e p a r t m e n t  o f  C o m m e r c e ,  t h e  F o r e i g n  C r e d i t  I n s u r a n c e  A s s o c i a t i o n ,  a n d

1A o t h e r  p r i v a t e  a n d  p u b l i c  p r o g r a m s  d e s i g n e d  t o  p r o v i d e  e x p o r t  a s s i s -

1 5  t a n c e  a n d  e x p o r t - r e l a t e d  f i n a n c i n g ;

1 6  ( 2 3 )  t o  g u a r a n t e e  l o a n s  r e l a t e d  t o  q u a l i f i e d  e x p o r t  t r a n s -

1 7  a c t i o n s  u n d e r  r e g u l a t i o n s  a d o p t e d  b y  t h e  a u t h o r i t y ;

1 8  ( 2 A )  t o  p r o v i d e  f i n a n c i n g  a s s i s t a n c e ,  i n  c o o p e r a t i o n  w i t h

1 9  f e d e r a l ,  s t a t e ,  a n d  p r i v a t e  i n s t i t u t i o n s ,  a s  p r o v i d e d  i n  t h i s  c h a p t e r

2 0  f o r  s m a l l  b u s i n e s s  e n t e r p r i s e s .

2 1  *  S e c .  7 .  A S  A A . 8 8 . 0 8 5 ( a )  i s  a m e n d e d  t o  r e a d :

2 2  ( a )  E x c e p t  f o r  A S  A A . 6 2 . 3 1 0  a n d  A A . 6 2 . 3 1 2  r e g a r d i n g  p u b l i c

2 3  m e e t i n g s ,  a n d  e x c e p t  f o r  A S  A A . 6 2 . 3 2 0 ( a )  r e g a r d i n g  l e g i s l a t i v e  r e v i e w

2 A  o f  r e g u l a t i o n s ,  t h e  p r o v i s i o n s  o f  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t

2 5  r e g a r d i n g  t h e  a d o p t i o n  o f  r e g u l a t i o n s  ( A S  A A . 6 2 . O A O  -  A A . 6 2 . 3 2 0 )  d o

2 6  n o t  a p p l y  t o  t h e  a u t h o r i t y .  T h e  a u t h o r i t y  s h a l l  m a k e  a v a i l a b l e  t o

2 7  m e m b e r s  o f  t h e  p u b l i c  c o p i e s  o f  t h e  r e g u l a t i o n s  a d o p t e d  u n d e r  [ ( b )  -

2 8  ( e )  O F ]  t h i s  s e c t i o n .  W i t h i n  A 5  d a y s  a f t e r  a d o p t i o n  o f  a  r e g u l a t i o n

2 9  u n d e r  [ ( b )  -  ( e )  O F ]  t h i s  s e c t i o n ,  t h e  c h a i r m a n  o f  t h e  a u t h o r i t y  s h a l l
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1 s u b m i t  t h e  r e g u l a t i o n  a d o p t e d  t o  t h e  c h a i r m a n  o f  t h e  A d m i n i s t r a t i v e

2  R e g u l a t i o n  R e v i e w  C o m m i t t e e  u n d e r  A S  2 4 . 2 0 . 4 0 0  -  2 4 . 2 0 . 4 6 0 .

3 *  S e c .  8 .  A S  4 4 . 8 8 . 0 8 5 ( c )  i s  r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

4  ( c )  T h e  a u t h o r i t y  m a y  a d o p t  r e g u l a t i o n s  t o  c a r r y  o u t  t h e  p u r -

5  p o s e s  o f  t h i s  c h a p t e r  a n d  s h a l l  a d o p t  r e g u l a t i o n s  a s  p r o v i d e d  i n  ( g )

6  a r . d  ( h )  o f  t h i s  s e c t i o n .

7  *  S e c .  9 .  A S  4 4 . 8 8 . 0 8 5 ( d )  i s  a m e n d e d  t o  r e a d :

8  ( d )  E x c e p t  a s  p r o v i d e d  i n  ( e )  o f  t h i s  s e c t i o n ,  a t  l e a s t  1 5  d a y s

9  b e f o r e  t h e  a d o p t i o n ,  a m e n d m e n t ,  o r  r e p e a l  o f  a  r e g u l a t i o n  [ O N  A  S U B -

1 0  J E C T  S P E C I F I E D  I N  ( c ) 0 F  T H I S  S E C T I O N ] ,  t h e  a u t h o r i t y  s h a l l  g i v e

1 1  p u b l i c  n o t i c e  o f  t h e  p r o p o s e d  a c t i o n  b y  p u b l i s h i n g  t h e  n o t i c e  i n  a t

1 2  l e a s t  t h r e e  n e w s p a p e r s  o f  g e n e r a l  c i r c u l a t i o n  i n  t h e  s t a t e  a n d  b y

1 3  m a i l i n g  a  c o p y  o f  t h e  n o t i c e  t o  e v e r y  p e r s o n  w h o  h a s  f i l e d  a  r e q u e s t

1 4  f o r  n o t i c e  o f  p r o p o s e d  r e g u l a t i o n s  w i t h  t h e  a u t h o r i t y .  T h e  p u b l i c

1 5  n o t i c e  m u s t  i n c l u d e  a  s t a t e m e n t  o f  t h e  t i m e ,  p l a c e ,  a n d  n a t u r e  o f  t h e

1 6  p r o c e e d i n g s  f o r  t h e  a d o p t i o n ,  a m e n d m e n t ,  o r  r e p e a l  o f  t h e  r e g u l a t i o n

1 7  a n d  m u s t  i n c l u d e  a n  i n f o r m a t i v e  s u m m a r y  o f  t h e  s u b j e c t  o f  t h e  p r o p o s e d

1 8  a c t i o n .  O n  t h e  d a t e  a n d  a t  t h e  t i m e  a n d  p l a c e  d e s i g n a t e d  i n  t h e

1 9  n o t i c e ,  t h e  a u t h o r i t y  s h a l l  g i v e  e a c h  i n t e r e s t e d  p e r s o n  o r  a n  a u t h o -

2 0  r i z e d  r e p r e s e n t a t i v e  o f  t h e  p e r s o n ,  o r  b o t h ,  t h e  o p p o r t u n i t y  t o  p r e -

2 1  s e n t  s t a t e m e n t s ,  a r g u m e n t s ,  o r  c o n t e n t i o n s  o r a l l y  o r  i n  w r i t i n g  a n d

2 2  s h a l l  g i v e  m e m b e r s  o f  t h e  p u b l i c  a n  o p p o r t u n i t y  t o  p r e s e n t  o r a l  s t a t e -

2 3  m e n t s ,  a r g u m e n t s ,  o r  c o n t e n t i o n s  f o r  a  t o t a l  p e r i o d  o f  a t  l e a s t  o n e

2 4  h o u r .  T h e  a u t h o r i t y  s h a l l  c o n s i d e r  a l l  r e l e v a n t  m a t t e r  p r e s e n t e d  t o

2 5  i t  b e f o r e  t a k i n g  t h e  p r o p o s e d  a c t i o n  o n  t h e  r e g u l a t i o n .  A t  a  h e a r i n g

2 6  u n d e r  t h i s  s u b s e c t i o n ,  t h e  a u t h o r i t y  m a y  c o n t i n u e  o r  p o s t p o n e  t h e

2 7  h e a r i n g  t o  a  t i m e  a n d  p l a c e  d e t e r m i n e d  b y  t h e  a u t h o r i t y  a n d  a n n o u n c e d

2 8  a t  t h e  h e a r i n g  b e f o r e  t a k i n g  t h e  a c t i o n  t o  c o n t i n u e  o r  p o s t p o n e  t h e

2 9  h e a r i n g .  A  r e g u l a t i o n  a d o p t e d ,  a m e n d e d ,  o r  r e p e a l e d  b y  t h e  a u t h o r i t y
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1 m a y  v a r y  f r o m  t h e  i n f o r m a t i v e  s u m m a r y  s p e c i f i e d  i n  t h i s  s u b s e c t i o n  i f

2  t h e  s u b j e c t  m a t t e r  o f  t h e  a c t i o n  t a k e n  o n  t h e  r e g u l a t i o n  r e m a i n s  t h e

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

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

5  s u b j e c t  m a t t e r  o f  t h e  p r o p o s e d  a c t i o n  i n  o r d e r  f o r  t h e m  t o  d e t e r m i n e

6  w h e t h e r  t h e i r  i n t e r e s t s  c o u l d  b e  a f f e c t e d  b y  t h e  a u t h o r i t y ' s  p r o p o s e d

7 a c t i o n  o n  t h a t  s u b j e c t .

8  *  S e c .  1 0 .  A S  4 4 . 8 8 . 0 8 5 ( e )  i s  a m e n d e d  t o  r e a d :

9  ( e )  T h e  a d o p t i o n ,  a m e n d m e n t ,  o r  r e p e a l  o f  a  r e g u l a t i o n  [ O N  A

1 0  S U B J E C T  S P E C I F I E D  I N  ( c )  O F  T H I S  S E C T I O N ]  m a y  b e  m a d e  a s  a n  e m e r g e n c y

1 1  r e g u l a t i o n  i f ,  i n  t h e  o r d e r  o f  a d o p t i o n ,  t h e  a u t h o r i t y  s t a t e s  t h e

1 2  f a c t s  c o n s t i t u t i n g  t h e  e m e r g e n c y  a n d  m a k e s  a  f i n d i n g  t h a t  t h e  a d o p t i o n

1 3  o f  t h e  r e g u l a t i o n  i s  n e c e s s a r y  f o r  t h e  i m m e d i a t e  p r e s e r v a t i o n  o f  t h e

1 4  o r d e r l y  o p e r a t i o n  o f  t h e  a u t h o r i t y ' s  [ L O A N  A N D  B O N D I N G ]  p r o g r a m s .  T h e

15  r e q u i r e m e n t s  o f  ( d )  o f  t h i s  s e c t i o n  d o  n o t  a p p l y  t o  t h e  i n i t i a l  a d o p -

1 6  t i o n  o f  a n  e m e r g e n c y  r e g u l a t i o n  [ C O V E R I N G  A  S U B J E C T  S P E C I F I E D  I N  ( c )

1 7  O F  T H I S  S E C T I O N ] ; h o w e v e r ,  u p o n  a d o p t i o n  o f  a n  e m e r g e n c y  r e g u l a t i o n

1 8  u n d e r  t h i s  s u b s e c t i o n ,  t h e  a u t h o r i t y  s h a l l ,  w i t h i n  1 0  d a y s  a f t e r  t h a t

1 9  a d o p t i o n ,  p u b l i s h  n o t i c e  o f  t h e  a d o p t i o n  i n  a c c o r d a n c e  w i t h  t h e  n o t i c e

2 0  p r o c e d u r e s  s p e c i f i e d  i n  ( d )  o f  t h i s  s e c t i o n .  A n  e m e r g e n c y  r e g u l a t i o n

2 1  a d o p t e d  u n d e r  t h i s  s u b s e c t i o n  m a y  n o t  r e m a i n  i n  e f f e c t  f o r  m o r e  t h a n

2 2  1 2 0  d a y s  u n l e s s ,  b e f o r e  t h e  e x p i r a t i o n  o f  t h a t  p e r i o d ,  t h e  a u t h o r i t y

2 3  a d o p t s  t h a t  r e g u l a t i o n  a s  a  p e r m a n e n t  r e g u l a t i o n  i n  a c c o r d a n c e  w i t h

2 4  t h e  p r o c e d u r e s  s p e c i f i e d  i n  ( d )  o f  t h i s  s e c t i o n .

2 5  *  S e c .  1 1 .  A S  4 4 . 8 8 . 0 8 5 ( f )  i s  a m e n d e d  t o  r e a d :

2 6  ( f )  A  r e g u l a t i o n  a d o p t e d  u n d e r  [(b) -  ( e )  O F ]  t h i s  s e c t i o n  t a k e s

2 7  e f f e c t  i m m e d i a t e l y  u p o n  i t s  a d o p t i o n  b y  t h e  a u t h o r i t y  o r  a t  a n o t h e r

2 8  [ S U C H  O T H E R ]  t i m e  [ A S ]  s p e c i f i e d  b y  t h e  a u t h o r i t y  i n  i t s  o r d e r  o f

2 9  a d o p t i o n .
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*  S e c .  1 2 .  A S  4 4 . 8 8 . 0 8 5  i s  a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  t o  r e a d :

( g )  T h e  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  n e c e s s a r y  f o r  t h e

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

o f  p r o j e c t s  u n d e r  A S  4 4 . 8 8 . 1 5 5  -  4 4 . 8 8 . 1 5 9 :

( 1 )  d e t e r m i n a t i o n  o f  b o r r o w e r  e l i g i b i l i t y ;

( 2 )  l o a n  g u i d e l i n e s  a n d  t e r m s  i n c l u d i n g ,  b u t  n o t  l i m i t e d

t o ,  m a x i m u m  l o a n  a m o u n t s  a n d  r e q u i r e d  l o a n - t o - v a l u e  r a t i o s ,  b u t  e x ­

c l u d i n g  l o a n  i n t e r e s t  r a t e s ;

( 3 )  c h a r a c t e r i s t i c s  o f  p r o j e c t s  e l i g i b l e  f o r  l o a n s  o r  

p u r c h a s e  o f  l o a n s ;  a n d

( 4 )  t h e  q u a l i f i c a t i o n s  o f  l o a n  o r i g i n a t o r s  a n d  s e r v i c e r s  

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

l o a n s .

( h )  T h e  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  n e c e s s a r y  f o r  t h e

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

e x p o r t a t i o n  o f  A l a s k a  g o o d s ,  s e r v i c e s ,  a n d  r a w  m a t e r i a l s  u n d e r  A S  4 4 . -  

8 8 . 3 0 0  -  4 4 . 8 8 . 3 9 0 :

( 1 )  e s t a b l i s h i n g  c r i t e r i a  f o r  t h e  e l i g i b i l i t y  o f  e x p o r t e r s

a n d  e x p o r t  t r a n s a c t i o n s  f o r  t h e  l o a n  g u a r a n t e e s  p r o v i d e d  i n  A S  4 4 . 8 8 . -

3 0 0 ;

( 2 )  s e t t i n g  o u t  t h e  m i n i m u m  e q u i t y  i n t e r e s t  a  b o r r o w e r  m u s t

h a v e  i n  t h e  b o r r o w e r ' s  b u s i n e s s  t o  q u a l i f y  f o r  a  l o a n  g u a r a n t e e  u n d e r  

A S  4 4 . 8 8 . 3 0 0  -  4 4 . 8 8 . 3 9 0 ;

( 3 )  a d o p t i o n  o f  c o l l a t e r a l  o r  s e c u r i t y  r e q u i r e m e n t s  t o

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

a n c e  p r o g r a m  e s t a b l i s h e d  u n d e r  A S  4 4 . 8 8 . 3 0 0  -  4 4 . 8 8 . 3 9 0 ;

( 4 )  p r o v i d i n g  g u i d e l i n e s  f o r  e x t e n s i o n  o f  a  l o a n  g u a r a n t e e  

u n d e r  A S  4 4 . 8 8 . 3 0 0  -  4 4 . 8 8 . 3 9 0 ;

( 5 )  s e t t i n g  o u t  t h e  m a x i m u m  a g g r e g a t e  a m o u n t  o f  g u a r a n t e e d
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f i n a n c i n g  a v a i l a b l e  t o  a n  e x p o r t e r  a n d  t h e  m a x i m u m  a m o u n t  o f  g u a r a n ­

t e e d  f i n a n c i n g  a v a i l a b l e  f o r  a  t r a n s a c t i o n  e l i g i b l e  f o r  g u a r a n t e e d  

f i n a n c i n g ;

( 6 )  e s t a b l i s h i n g  t h e  l i m i t s  o n  t h e  i n t e r e s t  t h a t  m a y  b e

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

i n g  f i n a n c i a l  i n s t i t u t i o n  m a y  c h a r g e  f o r  m a k i n g  a  l o a n  t h a t  w i l l  b e  

g u a r a n t e e d  u n d e r  A S  4 4 . 8 8 . 3 0 0  -  4 4 . 8 8 . 3 9 0 ,  a n d  t h e  t e r m s  o f  a n d  p r o c e ­

d u r e s  f o r  r e p a y m e n t  o f  a  g u a r a n t e e d  f i n a n c i n g ;  a n d

( 7 )  e s t a b l i s h i n g  p r o c e d u r e s  f o r  m a k i n g  a  c l a i m  o n  t h e

g u a r a n t e e  o r  i n s u r a n c e  i n  t h e  e v e n t  o f  a  d e f a u l t .

*  S e c .  1 3 .  A S  4 4 . 8 8 . 0 9 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  S u b j e c t  t o  ( g )  o f  t h i s  s e c t i o n ,  t h e  a u t h o r i t y  m a y  b o r r o w  

m o n e y  a n d  m a y  i s s u e  b o n d s ,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  b o n d s  o n  w h i c h  

t h e  p r i n c i p a l  a n d  i n t e r e s t  a r e  p a y a b l e [ , ]

( 1 )  e x c l u s i v e l y  f r o m  t h e  i n c o m e  a n d  r e c e i p t s  o r  o t h e r  m o r e y  

d e r i v e d  f r o m  t h e  p r o j e c t  o r  d e v e l o p m e n t  p r o j e c t  f i n a n c e d  w i t h  t h e  

p r o c e e d s  o f  t h e  b o n d s  o r  d e r i v e d  f r o m  t h e  e x p o r t e r  o r  e x p o r t i n g  t r a n s -  

a c t i o n  f i n a n c e d ,  g u a r a n t e e d ,  o r  i n s u r e d  w i t h  t h e  p r o c e e d s  o f  t h e

b o n d s ; [ , ]

( 2 )  e x c l u s i v e l y  f r o m  t h e  i n c o m e  a n d  r e c e i p t s  o r  o t h e r  f i i o n e y  

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

s o u r c e s  w h e t h e r  o r  n o t  t h e y  a r e  f i n a n c e d ,  i n s u r e d ,  o r  g u a r a n t e e d  i n  

w h o l e  o r  i n  p a r t  w i t h  t h e  p r o c e e d s  o f  t h e  b o n d s ^  [ , ]  o r

( 3 )  f r o m  i t s  i n c o m e  a n d  r e c e i p t s  o r  o t h e r  a s s e t s  g e n e r a l l y ,  

o r  a  d e s i g n a t e d  p a r t  o r  p a r t s  o f  t h e m .

*  S e c .  1 4 .  A S  4 4 . 8 8 . 0 9 0 ( e )  i s  r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

( e )  B e f o r e  i s s u i n g  b o n d s ,  t h e  a u t h o r i t y  s h a l l  p r o v i d e  f o r  a  n -

s i d e r a t i o n  a t  l e a s t  s u f f i c i e n t ,  i n  t h e  j u d g m e n t  o f  t h e  a u t h o r i t y ,  t o  

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

2  t y  c o n s i d e r s  n e c e s s a r y  o r  d e s i r a b l e ,  a n d  t o  m e e t  a l l  o b l i g a t i o n s  i n

3  c o n n e c t i o n  w i t h  t h e  l e a s e  o r  a g r e e m e n t  a n d  a l l  c o s t s  n e c e s s a r y  t o

4  s e r v i c e  t h e  b o n d s ,  u n l e s s  t h e  l e a s e  o r  a g r e e m e n t  p r o v i d e s  t h a t  t h e

5  o b l i g a t i o n s  a r e  t o  b e  m e t  o r  c o s t s  a r e  t o  b e  p a i d  b y .  a  p a r t y  o t h e r

6  t h a n  t h e  a u t h o r i t y .  I f  t h e  b o n d s  a r e  b e i n g  i s s u e d  t o  f i n a n c e  a  p r o -

7  j e c t  o r  p r o j e c t s  u n d e r  A S  4 4 . 8 8 . 1 5 5  -  4 4 . 8 8 . 1 5 9 ,  t h e n  t h e  c o n s i d e r a -

8  t i o n  s h a l l  b e  p r o v i d e d  b y  l e a s e  o r  o t h e r  a g r e e m e n t  r e g a r d i n g  t h e

9  p r o j e c t  o r  p r o j e c t s .  I f  t h e  b o n d s  a r e  b e i n g  i s s u e d  t o  f i n a n c e  a

1 0  d e v e l o p m e n t  p r o j e c t  o r  d e v e l o p m e n t  p r o j e c t s  u n d e r  A S  4 4 . 8 8 . 1 7 2  -

1 1  4 4 . 8 8 . 1 7 7 ,  t h e n  t h e  c o n s i d e r a t i o n  s h a l l  b e  p r o v i d e d  b y  l e a s e  o r  o t h e r

1 2  a g r e e m e n t  r e g a r d i n g  t h e  d e v e l o p m e n t  p r o j e c t  o r  d e v e l o p m e n t  p r o j e c t s .

1 3  I f  t h e  b o n d s  a r e  b e i n g  i s s u e d  t o  p r o v i d e  m o n e y  t o  f i n a n c e ,  g u a r a n t e e ,

1 4  o r  i n s u r e  a n  e x p o r t i n g  t r a n s a c t i o n  u n d e r  A S  4 4 . 8 8 . 3 0 0  -  4 4 . 8 8 . 3 9 0 ,

1 5  t h e n  t h e  c o n s i d e r a t i o n  s h a l l  b e  p r o v i d e d  b y  a g r e e m e n t  w i t h  t h e  e x -

1 6  p o r t e r .

1 7  *  S e c .  1 5 .  A S  4 4 . 8 8 . 0 9 0 ( g )  i s  a m e n d e d  t o  r e a d :

1 8  ( g )  T h e  a u t h o r i t y  m a y  n o t

1 9  ( 1 )  i s s u e  b o n d s ,  o t h e r  t h a n  r e f u n d i n g  b o n d s ,  i n  a n y  1 2 -

2 0  m o n t h  p e r i o d  b e g i n n i n g  a f t e r  J u n e  3 0 ,  1 9 8 2 ,  i n  a n  a m o u n t  t h a t  e x c e e d s

2 1  t h e  a m o u n t  o f  b o n d s  a u t h o r i z e d  t o  b e  i s s u e d  d u r i n g  t h e  p r e c e d i n g

2 2  1 2 - m o n t h  p e r i o d ,  u n l e s s  a  d i f f e r e n t  a m o u n t  i s  a u t h o r i z e d  b y  t h e  l e g i s -

2 3  l a t u r e ;  o r

2 4  ( 2 )  i s s u e  r e v e n u e  b o n d s  o t h e r  t h a n  r e f u n d i n g  b o n d s  f o r  a

2 5  p r o j e c t  u n d e r  A S  4 4 . 8 8 . 1 5 5  -  4 4 . £ 8 . 1 5 9 ,  f o r  a  d e v e l o p m e n t  p r o j e c t

2 6  u n d e r  A S  4 4 . 8 8 . 1 7 2  -  4 4 . 8 8 . 1 7 7 ,  o r  t o  p r o v i d e  m o n e y  t o  f i n a n c e ,

2 7  g u a r a n t e e ,  o r  i n s u r e  a n  e x p o r t i n g  t r a n s a c t i o n  u n d e r  A S  4 4 . 8 8 . 3 0 0  -

2 8  4 4 . 8 8 . 3 9 0 ,  [ T H I S  C H A P T E R ]  i n  a n  a m o u n t  g r e a t e r  t h a n  § 5 0 , 0 0 0 , 0 0 0  d u r i n g

2 9  a n y  1 2 - m o n t h  p e r i o d  b e g i n n i n g  a f t e r  J u n e  3 0 ,  1 9 8 1 ,  u n l e s s  t h e  i s s u a n c e
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i s  i n c l u d e d  s e p a r a t e l y  i n  t h e  e s t i m a t e s  r e q u i r e d  i n  t h e  r e p o r t  o f  t h e  

a u t h o r i t y  u n d e r  A S  4 4 . 8 8 . 2 1 0 ( b )  a n d  u n l e s s  t h e  l e g i s l a t u r e ,  b y  l a w ,  

a p p r o v e s  t h e  i s s u a n c e .

*  S e c .  1 6 .  A S  4 4 . 8 8 . 0 9 0 ( h )  i s  a m e n d e d  t o  r e a d :

( h )  T h e  a u t h o r i t y  m a y  c o m b i n e ,  f o r  t h e  p u r p o s e s  o f  a  s i n g l e

o f f e r i n g ,  b o n d s  f i n a n c i n g  m o r e  t h a n  o n e  p r o j e c t  o r  d e v e l o p m e n t  p r o j e c t  

u n d e r  A S  4 4 . 8 8 . 1 5 5  -  4 4 . 8 8 . 1 5 9  o r  4 4 . 8 8 . 1 7 2  -  4 4 . 8 8 . 1 7 7 ,  a n d  b o n d s

i s s u e d  t o  p r o v i d e  m o n e y  t o  f i n a n c e ,  g u a r a n t e e ,  o r  i n s u r e  a n  e x p o r t i n g  

t r a n s a c t i o n  u n d e r  A S  4 4 . 8 8 . 3 0 0  -  4 4 . 8 8 . 3 9 0  [ A S  4 4 . 8 8 . 0 1 0  -  4 4 . 8 8 . 2 2 0 ] .

*  S e c .  1 7 .  A S  4 4 . 8 8 . 1 0 0  i s  a m e n d e d  t o  r e a d :

S e c .  4 4 . 8 8 . 1 0 0 .  T R U S T  I N D E N T U R E S  A N D  T R U S T  A G R E E M E N T S .  I n  t h e  

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

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

r a t e  t r u s t e e  ( w h i c h  m a y  b e  a  t r u s t  c o m p a n y ,  b a n k ,  o r  n a t i o n a l  b a n k i n g

a s s o c i a t i o n ,  w i t h  c o r p o r a t e  t r u s t  p o w e r s ,  l o c a t e d  i n s i d e  o r  o u t s i d e  

t h e  s t a t e )  o r  b y  a  s e c u r e d  l o a n  a g r e e m e n t  o r  o t h e r  i n s t r u m e n t  o r  u n d e r  

a  r e s o l u t i o n  g i v i n g  p o w e r s  t o  a  c o r p o r a t e  t r u s t e e  ( h e r e i n a f t e r  i n  t h i s  

s e c t i o n  r e f e r r e d  t o  a s  " t r u s t  a g r e e m e n t " )  b y  m e a n s  o f  w h i c h  t h e  a u t h ­

o r i t y  m a y :

( 1 )  m a k e  a n d  e n t e r  i n t o  a n y  a n d  a l l  t h e  c o v e n a n t s  a n d  

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

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

w i t h o u t  l i m i t a t i o n ,  c o v e n a n t s ,  p r o v i s i o n s ,  l i m i t a t i o n s  a n d  a g r e e m e n t s  

a s  t o

( A )  t h e  a p p l i c a t i o n ,  i n v e s t m e n t ,  d e p o s i t ,  u s e  a n d  

d i s p o s i t i o n  o f  t h e  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  o r  o f  m o n e y  

o r  o . . n e r  p r o p e r t y  o f  t h e  a u t h o r i t y  o r  i n  w h i c h  i t  h a s  a n  i n t e r ­

e s t ;

( B )  t h e  f i x i n g  a n d  c o l l e c t i o n  o f  r e n t s  o r  o t h e r  
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1 c o n s i d e r a t i o n  f o r ,  a n d  t h e  o t h e r  t e r m s  t o  b e  i n c o r p o r a t e d  i n ^  a

2  l e a s e  o r  c o n t r a c t  o f  s a l e  o f  a  p r o j e c t  o r  d e v e l o p m e n t  p r o j e c t

3  f i n a n c e d  u n d e r  A S  4 4 . 8 8 . 1 5 5  -  4 4 . 8 8 . 1 5 9  o r  4 4 . 8 8 . 1 7 2  -  4 4 . 8 8 . 1 7 7 .

4  , o r  o f  a  f a c i l i t y  t h a t  i s  p a r t  o f  a n  e x p o r t i n g  t r a n s a c t i o n  f i -

5  n a n c e d ,  g u a r a n t e e d ,  o r  i n s u r e d  u n d e r  A S  4 4 . 8 8 . 3 0 0  -  4 4 . 8 8 . 3 9 0 ;

6  ( C )  t h e  a s s i g n m e n t  b y  t h e  a u t h o r i t y  o f  i t s  r i g h t s  i n

7  t h e  l e a s e  o r  c o n t r a c t  o f  s a l e  o f  a  p r o j e c t  o r  d e v e l o p m e n t  p r o j e c t

8  f i n a n c e d  u n d e r  A S  4 4 . 8 8 . 1 5 5  -  4 4 . 8 8 . 1 5 9  o r _ 4 4 . 8 8 . 1 7 2  -  4 4 . 8 8 . 1 7 7 ,

9  o r  j a f  a  f a c i l i t y  t h a t  i s  p a r t  o f  a n  e x p o r t i n g  t r a n s a c t i o n _f i -

1 0  n a n c e d ,  g u a r a n t e e d ,  o r  i n s u r e d  u n d e r  A S  4 4 . 8 8 . 3 0 0  -  4 4 . 8 8 . 3 9 0  o r

1 1  i n  a  m o r t g a g e  o r  o t h e r  s e c u r i t y  i n t e r e s t  c r e a t e d  w i t h  r e s p e c t  t o

1 2  a  p r o j e c t  o r  d e v e l o p m e n t  p r o j e c t  f i n a n c e d  u n d e r  A S  4 4 . 8 8 . 1 5 5  -

1 3  4 4 . 8 8 . 1 5 9  o r  4 4 . 8 8 . 1 7 2  -  4 4 . 8 8 . 1 7 7 ,  o r  w i t h  r e s p e c t  t o  a. f a c i l i t y

1 4  t h a t  i s  p a r t  o f  a n  e x p o r t i n g  t r a n s a c t i o n  f i n a r c e d ,  g u a r a n t e e d ,  o r

1 5  i n s u r e d  u n d e r  A S  4 4 . 8 8 . 3 0 0  -  4 4 . 8 8 . 3 9 0  t o  a  t r u s t e e  f o r  t h e

1 6  b e n e f i t  o f  t h e  b o n d h o l d e r s ;

1 7  ( D )  t h e  t e r m s  a n d  c o n d i t i o n s  u p o n  w h i c h  a d d i t i o n a l

1 8  b o n d s  o f  t h e  a u t h o r i t y  m a y  b e  i s s u e d ;

1 9  ( E )  t h e  v e s t i n g  i n  a  t r u s t e e  o f  r i g h t s ,  p o w e r s ,

2 0  d u t i e s ,  f u n d s  o r  p r o p e r t y  i n  t r u s t  f o r  t h e  b e n e f i t  o f  b o n d -

2 1  h o l d e r s ,  i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  t h e  r i g h t  t o  e n f o r c e

2 2  p a y m e n t ,  p e r f o r m a n c e  a n d  a l l  o t h e r  r i g h t s  o f  t h e  a u t h o r i t y  o r  o f

2 3  t h e  b o n d h o l d e r s  [ , ]  u n d e r  a  l e a s e ,  c o n t r a c t  o f  s a l e ,  m o r t g a g e ,

2 4  s e c u r i t y  a g r e e m e n t ,  o r  t r u s t  a g r e e m e n t  w i t h  r e s p e c t  t o  a  p r o j e c t

2 5  o r  d e v e l o p m e n t  p r o j e c t  f i n a n c e d  u n d e r  A S  4 4 . 8 8 . 1 5 5  -  4 4 . 8 8 . 1 5 9  o r

2 6  4 4 . 8 8 . 1 7 2  -  4 4 . 8 8 . 1 7 7 ,  o r  w i t h  r e s p e c t  t o  a  f a c i l i t y  t h a t  i s  p a r t

2 7  o f  a n  e x p o r t i n g  t r a n s a c t i o n  f i n a n c e d ,  g u a r a n t e e d ,  o r  i n s u r e d

2 8  u n d e r  A S  4 4 . 8 8 . 3 0 0  -  4 4 . 8 8 . 3 9 0  b y  m a n d a m u s  o r  o t h e r  p r o c e e d i n g  o r

2 9  b y  t a k i n g  p o s s e s s i o n  o f  b y  a g e n t  o r  o t h e r w i s e  a n d  o p e r a t i n g  a
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p r o j e c t  o r  f a c i l i t y  a n d  c o l l e c t i n g  r e n t s  o r  o t h e r  c o n s i d e r a t i o n  

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

( 2 )  p l e d g e ,  m o r t g a g e  o r  a s s i g n  m o n e y ,  l e a s e s ,  a g r e e m e n t s ,  

p r o p e r t y  o r  o t h e r  a s s e t s  o f  t h e  a u t h o r i t y  e i t h e r  p r e s e n t l y  i n  h a n d  o r  

t o  b e  r e c e i v e d  i n  t h e  f u t u r e ,  o r  b o t h ;  a n d

( 3 )  p r o v i d e  f o r  a n y  o t h e r  m a t t e r s  o f  l i k e  o r  d i f f e r e n t  

c h a r a c t e r  w h i c h  i n  a n y  w a y  a f f e c t  t h e  s e c u r i t y  o r  p r o t e c t i o n  o f  t h e  

b o n d s .

*  S e c .  1 8 .  A S  4 4 . 8 8 . 1 0 5 ( f )  i s  a m e n d e d  t o  r e a d :

( f )  T h e  a u t h o r i t y  m a y  n o t  e s t a b l i s h  a  c a p i t a l  r e s e r v e  f u n d  t o  

s e c u r e  a n  i s s u e  o f  b o n d s  i n  a n  a m o u n t  i n  e x c e s s  o f  $ 1 , 0 0 0 , 0 0 0  u n l e s s  

a t  l e a s t  2 0  p e r c e n t  o f  t h e  p r i n c i p a l  a m o u n t  o f  t h e  l o a n  f o r  t h e  p r o j ­

e c t  o r  d e v e l o p m e n t  p r o j e c t  b e i n g  f i n a n c e d  u n d e r  A S  4 4 . 8 3 . 1 5 5  -  

4 4 . 8 8 . 1 5 9  o r  4 4 . 8 8 . 1 7 2  -  4 4 . 8 8 . 1 7 7 ,  o r  o f  t h e  l o a n  t o  f i n a n c e ,  g u a r a n ­

t e e  . o r  i n s u r e  a n  e x p o r t i n g  t r a n s a c t i o n  u n d e r  A S  4 4 . 8 8 . 3 0 0  -  4 4 . 8 8 . 3 9 0  

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

t h e  A l a s k a  C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  B a n k .

*  S e c .  1 9 .  A S  4 4 . 8 8 . 1 3 0  i s  a m e n d e d  t o  r e a d :

S e c .  4 4 . 8 8 . 1 3 0 .  PL' c  ) G E  O F  T H E  S T A T E .  T h e  s t a t e  p l e d g e s  t o  a n d  

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

t h e  f e d e r a l  a g e n c y  t h a t  l e n d s  [ W H I C H  L O A N S ]  o r  c o n t r i b u t e s  f u n d s  i n  

r e s p e c t  t o  a  p r o j e c t  o r  d e v e l o p m e n t  p r o j e c t  f i n a n c e d  u n d e r  A S  4 4 . 8 8 . -  

1 5 5  -  4 4 . 8 8 . 1 5 9  o r  4 4 . 8 8 . 1 7 2  -  4 4 . 8 8 . 1 7 7 ,  o r  i n  r e s p e c t  t o  a n  e x p o r t ­

i n g  t r a n s a c t i o n  f i n a n c e d ,  g u a r a n t e e d ,  o r  i n s u r e d  u n d e r  A S  4 4 . 8 8 . 3 0 0  -  

4 4 ■ 8 8 ■ 3 9 0  [ , ]  t h a t  t h e  s t a t e  w i l l  n o t  l i m i t  o r  a l t e r  t h e  r i g h t s  a n d  

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

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

a n d  t h a t  t h e  s t a t e  w i l l  n o t  [ ,  O R ]  i n  a n y  w a y  i m p a i r  t h e  r i g h t s  a n d  

r e m e d i e s  o f  t h e  h o l d e r s  u n t i l  t h e  b o n d s ,  t o g e t h e r  w i t h  t h e  i n t e r e s t  o n
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1 t h e m  w i t h  i n t e r e s t  o n  u n p a i d  i n s t a l l m e n t s  o f  i n t e r e s t ,  a n d  a l l  c o s t s

2  a n d  e x p e n s e s  i n  c o n n e c t i o n  w i t h  a n  a c t i o n  o r  p r o c e e d i n g  b y  o r  o n

3 b e h a l f  o f  t h e  h o l d e r s  [ , ]  a r e  f u l l y  m e t  a n d  d i s c h a r g e d .  T h e  a u t h o r i t y

4  i s  a u t h o r i z e d  t o  i n c l u d e  t h i s  p l e d g e  a n d  a g r e e m e n t  o f  t h e  • s t a t e ,

5  i n s o f a r  a s  i t  r e f e r s  t o  h o l d e r s  o f  b o n d s  o f  t h e  a u t h o r i t y ,  i n  a  c o n -

6 t r a c t  w i t h  t h e  h o l d e r s  [ , ]  a n d t  i n s o f a r  a s  i t  r e l a t e s  L o  a  f e d e r a l

7  a g e n c y ,  i n  a  c o n t r a c t  w i t h  t h e  f e d e r a l  a g e n c y .

8  *  S e c .  2 0 .  A S  4 4 . 8 8 . 1 4 0  i s  a m e n d e d  t o  r e a d :

9  S e c .  4 4 . 8 8 . 1 4 0 .  E X E M P T I O N  F R O M  T A X A T I O N .  ( a )  T h e  r e a l  a n d

1 0  p e r s o n a l  p r o p e r t y  o f  t h e  a u t h o r i t y  a n d  i t s  a s s e t s ,  i n c o m e ^  a n d  r e -

1 1  c e i p t s  a r e  d e c l a r e d  t o  b e  t h e  p r o p e r t y  o f  a  p o l i t i c a l  s u b d i v i s i o n  o f

1 2  t h e  s t a t e  a n d ,  t o g e t h e r  w i t h  a n y  p r o j e c t  o r  d e v e l o p m e n t  p r o j e c t  f i -

^  1 3  n a n c e d  u n d e r  A S  4 4 . 8 8 . 1 5 5  -  4 4 . 8 8 . 1 5 9  o r  4 4 . 8 8 . 1 7 2  -  4 4 . 8 8 . 1 7 7 ,  [ T H I S

1 4  C H A P T E R ]  a n d  a  l e a s e h o l d  i n t e r e s t  c r e a t e d  i n  a  p r o j e c t  o r  d e v e l o p m e n t

1 5  p r o j e c t  f i n a n c e d  [ A P P L I C A N T  O R  O T H E R  P E R S O N ]  u n d e r  A S  4 4 . 8 8 . 1 5 5  -

1 6  4 4 . 8 8 . 1 5 9  o r  4 4 . 8 8 . 1 7 2  -  4 4 . 8 8 . 1 7 7  [ T H I S  C H A P T E R ] , d e v o t e d  t o  a n

1 7  e s s e n t i a l  p u b l i c  a n d  g o v e r n m e n t a l  f u n c t i o n  a n d  p u r p o s e ,  a n d  t h e

1 8  p r o p e r t y ,  a s s e t s ,  i n c o m e ,  r e c e i p t s ,  p r o j e c t , d e v e l o p m e n t  p r o j e c t ,  a n d

1 9  l e a s e h o l d  i n t e r e s t s  s h a l l  b e  e x e m p t  f r o m  a l l  t a x e s  a n d  s p e c i a l  a s s e s s -

2 0  m e n t s  o f  t h e  s t a t e  o r  a  p o l i t i c a l  s u b d i v i s i o n  o f  t h e  s t a t e ,  i n c l u d i n g ,

2 1  w i t h o u t  l i m i t a t i o n ,  a l l  b o r o u g h s ,  c i t i e s ,  m u n i c i p a l i t i e s ,  s c h o o l

2 2  d i s t r i c t s ,  p u b l i c  u t i l i t y  d i s t r i c t s  a n d  o t h e r  t a x i n g  u n i t s .  A l l  b o n d s

2 3  o f  t h e  a u t h o r i t y  a r e  d e c l a r e d  t o  b e  i s s u e d  b y  a  p o l i t i c a l  s u b d i v i s i o n

2 4  o f  t h e  s t a t e  a n d  f o r  a n  e s s e n t i a l  p u b l i c  a n d  g o v e r n m e n t a l  p u r p o s e  a n d

2 5  t o  b e  a  p u b l i c  i n s t r u m e n t a l i t y ^  a n d  t h e  b o n d s ,  a n d  t h e  i n t e r e s t  o n

2 6  t h e m ,  t h e  i n c o m e  f r o m  t h e m  a n d  t h e  t r a n s f e r  o f  t h e  b o n d s ,  a n d  a l l

2 7  a s s e t s ,  i n c o m e  a n d  r e c e i p t s  p l e d g e d  t o  p a y  o r  s e c u r e  t h e  p a y m e n t s

2 8  [ P A Y M E N T ]  o f  t h e  b o n d s ,  o r  i n t e r e s t  o n  t h e m ,  s h a l l  a t  a l l  t i m e s  b e

0  2 9  e x e m p t  f r o m  t a x a t i o n  b y  o r  u n d e r  t h e  a u t h o r i t y  o f  t h e  s t a t e ,  e x c e p t
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1  f o r  i n h e r i t a n c e  a n d  e s t a t e  t a x e s  a n d  t a x e s  o n  t r a n s f e r s  b y  o r  i n

2  c o n t e m p l a t i o n  o f  d e a t h .  N o t h i n g  i n  t h i s  s e c t i o n  a f f e c t s  o r  l i m i t s  a n

3  e x e m p t i o n  f r o m  l i c e n s e  f e e s ,  p r o p e r t y  t a x e s ,  o r  e x c i s e ,  i n c o m e  o r  a n y

A o t h e r  t a x e s ,  p r o v i d e d  u n d e r  a n y  o t h e r  l a w ,  n o r  d o e s  i t  c r e a t e  a  t a x

5  e x e m p t i o n  w i t h  r e s p e c t  t o  t h e  i n t e r e s t  o f  a n y  b u s i n e s s  e n t e r p r -! o v

6  o t h e r  p e r s o n ,  o t h e r  t h a n  t h e  a u t h o r i t y ,  i n  a n y  p r o p e r t y ,  a s s e t s ,

7  i n c o m e ,  r e c e i p t s ,  p r o j e c t , d e v e l o p m e n t  p r o j e c t ,  o r  l e a s e  w h e t h e r  o r

8  n o t  f i n a n c e d  u n d e r  t h i s  c h a p t e r .

9  ( b )  T h e  a u t h o r i t y  m a y  e n t e r  i n t o  a g r e e m e n t s  w i t h  a n  a p p l i c a n t  o r

1 0  [ A ]  p r o p o s e d  [ P R O J E C T ]  a p p l i c a n t  u n d e r  t h i s  c h a p t e r  [ O R  P R O J E C T  A P P L I -

1 1  C A N T ]  p r o v i d i n g  f o r  p a y m e n t s ,  c o m p u t e d  o n  a  f o r m u l a  b a s i s  o r  o t h e r w i s e

1 2  [ , ]  i n  l i e u  o f  t a x e s ,  w h i c h  t h e  a u t h o r i t y  m a y  c o n s i d e r  a p p r o p r i a t e .

1 3  T h e  a g r e e m e n t  m a y  p r o v i d e  t h a t  t h e  p a y m e n t s  b e  m a d e  t o  t h e  p o l i t i c a l

1 A s u b d i v i s i o n  o f  t h e  s t a t e  i n  w h i c h  a  p r o j e c t  o r  d e v e l o p m e n t  p r o j e c t  i s

1 5  o r  i s  t o  b e  l o c a t e d  o r  t o  a n y  o t h e r  t a x i n g  u n i t  o f  t h e  s t a t e  i n c l u d -

1 6  i n g ,  w i t h o u t  l i m i t a t i o n ,  a  b o r o u g h ,  c i t y ,  m u n i c i p a l i t y ,  s c h o o l  d i s -

1 7  t r i c t  o r  p u b l i c  u t i l i t y  d i s t r i c t ,  t h e  a r e a  o f  w h i c h  i s  c o t e r m i n o u s  i n

1 8  w h o l e  o r  i n  p a r t  w i t h  t h a t  o f  t h e  p o l i t i c a l  s u b d i v i s i o n .

1 9  *  S e c .  2 1 .  A S  A A . 8 8 . 1 5 5 ( a )  i s  a m e n d e d  t o  r e a d :

2 0  S e c .  A A . 8 8 . 1 5 5 .  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  [ F U N D ] .  ( a )  T h e

2 1  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  [ F U N D ]  i s  e s t a b l i s h e d  i n  t h e  r e v o l v i n g

2 2  f u n d  [ A U T H O R I T Y ] .  T h e  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  [ F U N D ]  i s  a

2 3  t r u s t  f u n d  f o r  t h e  u s e s  a n d  p u r p o s e s  o f  t h i s  c h a p t e r  [ A S  A A . 8 8 . 0 1 0  -

2 A  A A . 8 8 . 2 2 0 ] .  T h e  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  [ F U N D ]  c o n s i s t s  o f

2 5  m o n e y  o r  a s s e t s  a p p r o p r i a t e d  o r  t r a n s f e r r e d  t o  t h e  a u t h o r i t y  a n d  o t h e r

2 6  m o n e y  o r  a s s e t s  d e p o s i t e d  i n  i t  b y  t h e  a u t h o r i t y .

2 7  *  S e c .  2 2 .  A S  A A . 8 8 . 1 5 5 ( b )  i s  a m e n d e d  t o  r e a d :

2 8  ( b )  T h e  a u t h o r i t y  m a y  e s t a b l i s h  i n  t h e  e n t e r p r i s e  d e v e l o p m e n t

2 9  a c c o u n t  [ F U N D ]  a  s m a l l  e n t e r p r i s e  l o a n  a c c o u n t ,  a  l o a n  i n s u r a n c e

9

9
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t

1  a c c o u n t ,  a n d  o t h e r  a c c o u n t s  i t  c o n s i d e r s  a p p r o p r i a t e .

2  *  S e c .  2 3 .  A S  4 4 . 8 8 . 1 5 5 ( c )  i s  a m e n d e d  t o  r e a d :

3  ( c )  M o n e y  a n d  o t h e r  a s s e t s  o f  t h e  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

4  [ F U N D ]  m a y  b e  u s e d  t o  s e c u r e  b o n d s  o f  t h e  a u t h o r i t y  i s s u e d  t o  f i n a n c e

5  t h e  p u r c h a s e  o f  l o a n s  f o r  p r o j e c t s  [ . ]  a n d  s h a l l  b e  h e l d  a n d  i n v e s t e d

6  b y  t h e  a u t h o r i t y  i n  t h e  t y p e s  o f  i n v e s t m e n t s  d e s c r i b e d  i n  A S  3 7 . 1 0 . -

7  0 7 0 ( a )  a n d  A S  3 9 . 3 5 . 1 1 0 ( a ) ( 9 )  a n d  ( 1 4 )  o r  s h a l l  b e  u s e d  t o  p u r c h a s e

8  l o a n s  f o r  p r o j e c t s  [ A S  D E F I N E D  I N  A S  4 4 . 8 8 . 2 2 0 ] .

9  *  S e c .  2 4 .  A S  4 4 . 8 8 . 1 5 5 ( d )  i s  a m e n d e d  t o  r e a d :

1 0  (d)  A  l o a n  p u r c h a s e d  i n  w h o l e  o r  i n  p a r t  b y  t h e  a u t h o r i t y  w i t h

1 1  a s s e t s  o f  t h e  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 r  w i t h  p r o c e e d s  o f  b o n d s

1 2  s e c u r e d  b y  a s s e t s  o f  t h e  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

1 3  l o a n  w h i c h  i s  f i n a n c e d  w i t h  t h e  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

1 4  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  o r  a  p r o j e c t ,

1 5  ( 1 )  m a y  n o t  e x c e e d

1 6  ( A )  $ 1 0 , 0 0 0 , 0 0 0 ;  o r

1 7  ( B )  $ 5 0 0 , 0 0 0  i f  t h e  l o a n  i s  p u r c h a s e d  u n d e r  A S  4 4 . 8 8 . -

1 8  1 5 8 ;

1 9  ( 2 )  m a y  n o t  e x c e e d  t h e  c o s t  o f  t h e  p r o j e c t  o r  7 5  p e r c e n t  o f

2 0  t h e  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  i s  l e s s ,  u n l e s s  t h e

2 1  a m o u n t  o f  t h e  l o a n  i n  e x c e s s  o f  t h i s  l i m i t  i s  f e d e r a l l y  i n s u r e d  o r

2 2  g u a r a n t e e d  o r  i s  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 ;

2 3  ( 3 )  m a y  n o t  b e  f o r  a  t e r m  l o n g e r  t h a n  t h r e e - q u a r t e r s  o f  t h e

2 4  a u t h o r i t y ' s  e s t i m a t e  o f  t h e  l i f e  o f  t h e  p r o j e c t  o r  2 5  y e a r s  f r o m  t h e

2 5  d a t e  t h e  l o a n  i s  m a d e ,  w h i c h e v e r  i s  e a r l i e r ;

2 6  ( 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 -

2 7  f a c t o r y  t o  t h e  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  t h e  b o r r o w e r ;

2 8  ( 5 )  s h a l l  b e  i n  t h e  f o r m  a n d  c o n t a i n  t h e  t e r m s  a n d  p r o -

2 9  v i s i o n s  w i t h  r e s p e c t  t o  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  o f
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1  t a x e s  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

2  r e m e d i e s ,  a c c e l e r a t i o n  o f  m a t u r i t y ,  s e c o n d a r y  l i e n s x  a n d  o t h e r  m a t t e r s

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

4  ( 6 )  s h a l l  b e  s e c u r e d  a s  t o  r e p a y m e n t  b y  a  m o r t g a g e  o r  o t h e r

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

6  t o  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

7  t h e  b o r r o w e r ;

8  ( 7 )  m a y  n o t  b e  m a d e  u n l e s s

9  ( A )  a t  l e a s t  1 0  p e r c e n t  o f  t h e  p r i n c i p a l  a m o u n t  o f  t h e

1 0  l o a n  i s  r e t a i n e d  b y  t h e  o r i g i n a t o r  o f  t h e  l o a n ;  o r

1 1  ( B )  1 0 0  p e r c e n t  o f  t h e  p r i n c i p a l  a m o u n t  o f  t h e  l o a n  i s

1 2  g u a r a n t e e d  b y  t h e  U n i t e d  S t a t e s  o r  a n  a g e n c y  o r  i n s t r u m e n t a l i t y

1 3  o f  t h e  U n i t e d  S t a t e s ;

1 4  ( 8 )  m u s t  b e

1 5  ( A )  a t  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  S t a t e s

1 6  o r  a n  a g e n c y  o r  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 ,  s u b j e c t  t o

1 7  t h e  p r o v i s i o n s  o f  A S  4 4 . 8 8 . 1 5 8 ;  [ O R ]

1 8  ( B )  f i n a n c e d  f r o m  t h e  p r o c e e d s  o f  b o n d s ;  o r

1 9  ( C )  e x p e c t e d  b y  t h e  a u t h o r i t y  t o  b e  f i n a n c e d  f r o m  t h e

2 0  p r o c e e d s  o f  b o n d s .

2 1  *  S e c .  2 5 .  A S  4 4 . 8 8 . 1 5 5 ( e )  i s  a m e n d e d  t o  r e a d :

2 2  ( e )  T h e  a u t h o r i t y  m a y  a d o p t  r e g u l a t i o n s  f o r  t h e  a d m i n i s t r a t i o n

2 3  o f  t h e  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 c l u d i n g  [ F U N D  W H I C H  M A Y I N -

2 4  C L U D E ] , w i t h o u t  l i m i t a t i o n ,  p r o v i s i o n s  f o r  f e e s  a n d  a g r e e m e n t s  r e -

2 5  l a t i n g  t o  a p p l i c a t i o n ,  l o a n  c o m m i t m e n t ,  s e r v i c i n g ,  a n d  o r i g i n a t i o n  o f

2 6  l o a n s  b y  o t h e r  l e n d e r s .

2 7  *  S e c .  2 6 .  A S  4 4 . 8 8 . 1 5 5 ( f )  i s  a m e n d e d  t o  r e a d :

2 8  ( f )  T h e  a u t h o r i t y  m a y  e n t e r  i n t o  a g r e e m e n t s  a s  t o  t h e  u s e  o f  t h e

2 9  m o n e y  i n  t h e  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  [ F U N D ] , i n c l u d i n g  w i t h o u t
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l i m i t a t i o n ,  t r u s t  o r  c u s t o d y  a r r a n g e m e n t s  w i t h  b a n k s  o r  t r u s t  c o m ­

p a n i e s .  I t  m a y  a l s o  p l e d g e ,  a s s i g n ,  o r  g r a n t  t h e  a g r e e m e n t ,  i n t e r e s t s  

u n d e r  a n  a g r e e m e n t ,  o r  i n t e r e s t s  i n  t h e  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  

[ F U N D ]  a s  m a y  b e  n e c e s s a r y  o r  a p p r o p r i a t e  t o  p r o v i d e  f o r  p a y m e n t  a n d  

s e c u r i t y  f o r  b o n d s  o f  t h e  a u t h o r i t y  i s s u e d  t o  f i n a n c e  t h e  p u r c h a s e  b y  

t h e  a u t h o r i t y  o f  l o a n s  f o r  p r o j e c t s .

*  S e c .  2 7 .  A S  4 4 . 8 8 . 1 5 5  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( h )  T h e  p r o v i s i o n s  o f  t h i s  s e c t i o n  a p p l y  o n l y  w i t h  r e s p e c t  t o  

l o a n s  p u r c h a s e d  o r  m a d e  b y  t h e  a u t h o r i t y  f o r  p r o j e c t s  u n d e r  A S  4 4 . 8 8 . -  

1 5 5  -  4 4 . 8 8 . 1 5 9 .

*  S e c .  2 8 .  A S  4 4 . 8 8 . 1 5 7 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  T h e  l o a n  i n s u r a n c e  a c c o u n t  i s  e s t a b l i s h e d  i n  t h e  r e v o l v i n g  

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

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

t h o r i t y  u n d e r  A S  4 4 . 8 8 . 1 5 5 ,  o r  m a d e  b y  o t h e r s  a n d  a p p r o v e d  f o r  i n s u r ­

a n c e  b y  t h e  a u t h o r i t y ,  f o r  a  p r o j e c t .  T h e  a u t h o r i t y  m a y  e n t e r  i n t o  

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

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

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

e n t e r  i n t o  a g r e e m e n t s  w i t h  r e s p e c t  t o  t h e  e x e r c i s e  o f  a n y  p o w e r  o r

a p p r o v a l  r e l a t i n g  t o  t h e  l o a n  i n s u r a n c e  a c c o u n t  u n d e r  t h i s  s e c t i o n ,

i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  a g r e e m e n t s  a s  t o  t h e  u s e  o f  m o n e y  i n  

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

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

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

t o  s e p a r a t e  s u b a c c o u n t s  i n  t h e  l o a n  i n s u r a n c e  a c c o u n t  f o r  d i f f e r e n t

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

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

i s s u e d  b y  t h e  a u t h o r i t y .  A n  a g r e e m e n t ,  t h e  r i g h t s  o f  t h e  a u t h o r i t y

SB0064c -19- CSSB 64(1.T)



#

1  u n d e r  a n  a g r e e m e n t ,  o r  p a y m e n t s  r e c e i v e d  o r  t o  b e  r e c e i v e d  u n d e r  a n

2  a g r e e m e n t  m a y  b e  p l e d g e d  o r  a s s i g n e d  b y  t h e  a u t h o r i t y  f o r  t h e  b e n e f i t

3  o f  t h e  h o l d e r s  o f  b o n d s  i s s u e d  b y  t h e  a u t h o r i t y .

4  *  S e c .  2 9 .  A S  4 4 . 8 8 . 1 5 7 ( b )  i s  a m e n d e d  t o  r e a d :

5  ( b )  T h e  a u t h o r i t y  m a y ,  u p o n  a p p l i c a t i o n  o f  a  b o r r o w e r  o r  p r o -

6  p o s e d  b o r r o w e r ,  i n s u r e  a n d  m a k e  a d v a n c e  c o m m i t m e n t s  t o  i n s u r e  l o a n

7  r e p a y m e n t s  r e q u i r e d  u n d e r  t h e  t e r m s  o f  a  l o a n  m a d e  b y  i t  o r  b y  a n o t h e r

8  l e n d e r  w i t h  r e s p e c t  t o  a  p r o j e c t ,  u p o n  t h e  t e r m s  a n d  c o n d i t i o n s  t h e

9 a u t h o r i t y  p r e s c r i b e s .  T o  b e  e l i g i b l e  f o r  i n s u r a n c e  u n d e r  t h i s  s e c t i o n

1 0  [ A S  4 4 . 8 8 . 0 1 0  -  4 4 . 8 8 . 2 2 0 ] ,  a  l o a n  f o r  a  p r o j e c t

1 1  ( 1 )  s h a l l  b e  h e l d  b y  t h e  a u t h o r i t y  o r  b y  a  l e n d e r  a p p r o v e d

1 2  b y  t h e  a u t h o r i t y  a s  r e s p o n s i b l e  a n d  a b l e  t o  s e r v i c e  t h e  l o a n ;

1 3  ( 2 )  m a y  n o t  e x c e e d  $ 1 0 , 0 0 0 , 0 0 0  f o r  a  p r o j e c t ,  o r  9 0  p e r c e n t

1 4  o f  t h e  c o s t  o f  t h e  p r o j e c t  o r  9 0  p e r c e n t  o f  t h e  a p p r a i s e d  v a l u e  o f  t h e

1 5  p r o j e c t ,  w h i c h e v e r  i s  l e s s ;

1 5  ( 3 )  m a y  n o t  b e  m a d e  f o r  a  t e r m  l o n g e r  t h a n  t h r e e - q u a r t e r s

1 7  o f  t h e  a u t h o r i t y ' s  e s t i m a t e  o f  t h e  l i f e  o f  t h e  p r o j e c t  o r  2 5  y e a r s

1 3  f r o m  t h e  d a t e  o f  i s s u a n c e  o f  t h e  i n s u r a n c e ,  w h i c h e v e r  i s  e a r l i e r ;

1 9  ( 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 -

2 0  f a c t o r y  t o  t h e  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  t h e  b o r r o w e r ;

2 1  a n d

2 2  ( 5 )  s h a l l  b e  i n  t h e  f o r m  a n d  c o n t a i n  t h e  t e r m s  w i t h  r e s p e c t

2 3  t o  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  o f  t a x e s  a n d  a s s e s s m e n t s ,

2 4  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

2 5  o f  m a t u r i t y ,  a d d i t i o n a l  a n d  s e c o n d a r y  l i e n s ,  a n d  o t h e r  m a t t e r s  t h a t

2 6  t h e  a u t h o r i t y  p r e s c r i b e s .

2 7  *  S e c .  3 0 .  A S  4 4 . 8 8 . 1 5 7 ( k )  i s  a m e n d e d  t o  r e a d :

2 8  ( k )  A  l o a n  m a y  n o t  b e  i n s u r e d  u n d e r  t h i s  s e c t i o n  [ F R O M  A  L O A N

2 9  I N S U R A N C E  A C C O U N T  W I T H I N  T H E  E N T E R P R I S E  D E V E L O P M E N T  F U N D ]  i f  t h e  l o a n
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1  i s  f o r  a  p r o j e c t  t h e  c o s t  o f  w h i c h  e x c e e d s  $ 1 0 , 0 0 0 , 0 0 0 .

2  *  S e c .  3 1 .  A S  4 4 . 8 8 . 1 5 7 ( 1 )  i s  a m e n d e d  t o  r e a d :

3  ( 1 )  A  l o a n  i n  e x c e s s  o f  $ 1 , 0 0 0 , 0 0 0  m a y  n o t  b e  i n s u r e d  u n d e r  t h i s

4  s e c t i o n  [ F R O M  A  L O A N  I N S U R A N C E  A C C O U N T  W I T H I N  T H E  E N T E R P R I S E  D E V E L 0 P -

5 M E N T  F U N D ]  u n l e s s  a t  l e a s t  2 0  p e r c e n t  o f  t h e  p r i n c i p a l  a m o u n t  o f  t h e

6 l o a n  i s  r e t a i n e d  b y  a  f e d e r a l  o r  s t a t e  c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n

7 o r  t h e  A l a s k a  C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  B a n k .

8 *  S e c .  3 2 .  A S  4 4 . 8 8 . 1 5 8 ( a )  i s  a m e n d e d  t o  r e a d :

9 S e c .  4 4 . 8 8 . 1 5 8 .  S M A L L  B U S I N E S S  E N T E R P R I S E  L O A N  A C C O U N T .  ( a )  A

1 0  s m a l l  b u s i n e s s  e n t e r p r i s e  l o a n  a c c o u n t  i s  e s t a b l i s h e d  i n  t h e  r e v o l v i n g

1 1  [ E N T E R P R I S E  D E V E L O P M E N T ]  f u n d .  T h e  a c c o u n t  m a y  b e  c o m p o s e d  o f  m o n e y

1 2  o r  a s s e t s  a p p r o p r i a t e d  o r  t r a n s f e r r e d  t o  t h e  a u t h o r i t y ,  i n t e r e s t  o n

1 3  i n v e s t m e n t s  a n d  l o a n s  o f  t h e  s m a l l  b u s i n e s s  e n t e r p r i s e  l o a n  a c c o u n t ,

1 4  t h e  u n p l e d g e d  i n c o m e  o f  t h e  r e v o l v i n g  [ E N T E R P R I S E  D E V E L O P M E N T ]  f u n d ,

1 5  a n d  o t h e r  m o n e y  o r  a s s e t s  d e p o s i t e d  i n  i t  b y  t h e  a u t h o r i t y .

1 6  *  S e c .  3 3 .  A S  4 4 . 8 8 . 1 5 8 ( b )  i s  a m e n d e d  t o  r e a d :

1 7  ( b )  T h e  a u t h o r i t y  m a y  u s e  m o n e y  i n  t h e  s m a l l  b u s i n e s s  e n t e r p r i s e

1 8  l o a n  a c c o u n t  t o  p u r c h a s e  o r  p a r t i c i p a t e  i n  t h e  p u r c h a s e  o f  l e a n s  t o

1 9  s m a l l  b u s i n e s s  e n t e r p r i s e s  a n d  t o  p u r c h a s e  t h e  g u a r a n t e e d  p o r t i o n  o f  a

2 0  l o a n  m a d e  b y  a  p r i v a t e  f i n a n c i a l  i n s t i t u t i o n  a f t e r  J u n e  3 0 ,  1 9 8 1 ,  t o  a

2 1  s m a l l  b u s i n e s s  e n t e r p r i s e  t o  p a y  t h e  c o s t  o f  a  p r o j e c t  o r  e x p o r t i n g

2 2  t r a n s a c t i o n  [ ,  A S  D E F I N E D  I N  A S  4 4 . 8 8 . 2 2 0 ] ,  i f  t h e  l o a n  i s  g u a r a n t e e d

2 3  b y  t h e  U n i t e d  S t a t e s  o r  a n  a g e n c y  o r  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

2 4  S t a t e s ,  i n c l u d i n g ,  b u t  n o t  l i m i t e d  t o ,  t h e  S m a l l  B u s i n e s s  A d m i n i s -

2 5  t r a t i o n ,  t h e  N a t i o n a l  M a r i n e  F i s h e r i e s  S e r v i c e ,  a n d  t h e  F a r m e r s  H o m e

2 6  A d m i n i s t r a t i o n .

2 7  *  S e c .  3 4 .  A S  4 4 . 8 8 . 1 5 9  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

2 8  ( d )  T h e  p r o v i s i o n s  o f  t h i s  s e c t i o n  a p p l y  o n l y  t o  l o a n s  f i n a n c e d

®  2 9  u n d e r  A S  4 4 . 8 8 . 1 5 5  -  4 4 . 8 8 . 1 5 9 .
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*  S e c .  3 5 .  A S  4 4 . 8 8 . 1 7 2  i s  a m e n d e d  t o  r e a d :

S e c .  4 4 . 8 8 . 1 7 2 .  E C O N O M I C  D E V E L O P M E N T  A C C O U N T  [ F U N D ] .  ( a )  T h e  

e c o n o m i c  d e v e l o p m e n t  a c c o u n t  [ F U N D ]  i s  e s t a b l i s h e d  i n  t h e  r e v o l v i n g  

f u n d  [ A U T H O R I T Y ] . T h e  a c c o u n t  [ F U N D ]  c o n s i s t s  o f  m o n e y  o r  a s s e t s  

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

o r  a s s e t s  d e p o s i t e d  i n  t h e  a c c o u n t  [ F U N D ]  b y  t h e  a u t h o r i t y .  T h e  

a c c o u n t  [ F U N D ]  m a y  [ O N L Y ]  b e  u s e d  o n l y  t o  f i n a n c e ,  a c q u i r e ,  m a n a g e ,  

a n d  o p e r a t e  d e v e l o p m e n t  p r o j e c t  t h ^ t  t h e  a u t h o r i t y  i n t e n d s  t o  o w n  a n d  

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

t h o r i t y ,  o r  b y  a n  a g e n t  o f  t h e  a u t h o r i t y .

( b )  I f  a  d e v e l o p m e n t  p r o j e c t  i s  f i n a n c e d  o r  d e v e l o p e d  t h r o u g h  

u s e  o f  t h e  a s s e t s  o f  t h e  e c o n o m i c  d e v e l o p m e n t  a c c o u n t  [ F U N D ] , t h e  

a u t h o r i t y  m a y  n o t  p l e d g e  o r  u s e  [ O T H E R ]  a s s e t s  o f  t h e  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  e s t a b l i s h e d  i n  A S  4 4 . 8 8 . 1 5 5  [ A U T H O R I T Y ]  t o  a s s i s t  i n  

t h e  f i n a n c i n g ,  d e v e l o p m e n t ,  o r  o p e r a t i o n  o f  t h e  d e v e l o p m e n t  p r o j e c t .  

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

a c c o u n t  [ F U N D ] ,  i t  m a y  i s s u e  b o n d s  t : o  f i n a n c e  a  d e v e l o p m e n t  p r o j e c t  

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

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

t o  t h e  d e v e l o p m e n t  p r o j e c t  o r  t h e  b o n d s . F i n a n c i n g  a s s i s t a n c e  p r o ­

v i d e d  w i t h  r e s p e c t  t o  a  d e v e l o p m e n t  p r o j e c t  u n d e r  t h i s  s e c t i o n  s h a l l ,  

t o  t h e  m a x i m u m  e x t e n t  r e a s o n a b l e  u n d e r  t h e  c i r c u m s t a n c e s ,  b e  m a d e  i n  

t h e  f o r m  o f  a  l o a n  t o  t h e  p r o j e c t  [ A S  P R O V I D E D  I N  S E C ,  1 0  O F  T H I S  

A C T ]  .

*  S e c .  3 6 .  A S  4 4 . 8 8 . 1 9 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

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

p a r t  i s  e x e m p t  f r o m  t h e  p r o v i s i o n s  o f  A S  4 5 . 4 5 . 0 1 0 .  A  g u a r a n t e e  

e x t e n d e d  u n d e r  A S  4 4 . 8 8 . 3 0 0  o r  i n s u r a n c e  p r o v i d e d  u n d e r  A S  4 4 . 8 8 . 3 9 0  

d o e s  n o t  c o n s t i t u t e  i n s u r a n c e  f o r  t h e  p u r p o s e s  o f  A S  2 1 . 0 3 . 0 1 0 .
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1  *  S e c .  3 7 .  A S  ‘ ♦ 4 . 8 8 . 2 2 0 ( 1 )  i s  a m e n d e d  t o  r e a d :

2  ( 1 )  " a u t h o r i t y "  m e a n s  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

3  E x p o r t  A u t h o r i t y  c r e a t e d  b y  A S  4 4 . 8 8 . 0 1 0  -  4 4 . 8 8 . 2 2 0 ;

4  *  S e c .  3 8 .  A S  4 4 . 8 8 . 2 2 0  i s  a m e n d e d  b y  a d d i n g  n e w  p a r a g r a p h s  t o  r e a d :

5  ( 1 3 )  " d e v e l o p m e n t  p r o j e c t "  m e a n s  a  p l a n t  o r  f a c i l i t y  u s e d  o r

6  i n t e n d e d  f o r  u s e  i n  c o n n e c t i o n  w i t h  m a k i n g ,  p r o c e s s i n g ,  p r e p a r i n g ,  o r

7  p r o d u c i n g  g o o d s ,  p r o d u c t s ,  o r  s u b s t a n c e s ,  o r  i n  c o n n e c t i o n  w i t h  d e -

8  v e l o p i n g  o r  u t i l i s i n g  a  n a t u r a l  r e s o u r c e ,  o r  e x t r a c t i n g ,  s m e l t i n g ,

9  t r a n s p o r t i n g ,  c o n v e r t i n g ,  a s s e m b l i n g ,  o r  p r o d u c i n g  m i n e r a l s ,  r a w

1 0  m a t e r i a l s ,  c h e m i c a l s ,  c o m p o u n d s ,  a l l o y s ,  f i b e r s ,  c o m m o d i t i e s  a n d

1 1  m a t e r i a l s ,  p r o d u c t s ,  o r  s u b s t a n c e s ;

1 2  ( 1 4 )  " r e v o l v i n g  f u n d "  m e a n s  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 -

1 3  m e n t  a n d  E x p o r t  A u t h o r i t y  r e v o l v i n g  f u n d  c r e a t e d  i n  A S  4 4 . 8 8 . 0 6 0 .

1 4  *  S e c .  3 9 .  A S  4 4 . 8 8  i s  a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  t o  r e a d :

1 5  A R T I C L E  5 .  E X P O R T  A S S I S T A N C E .

1 6  S e c .  4 4 . 8 8 . 3 0 0 .  G U A R A N T E E D  F U N D I N G  F O R  E X P O R T  T R A N S A C T I O N S .  T h e

1 7  a u t h o r i t y  m a y  p r o v i d e  g u a r a n t e e d  f u n d i n g ,  t h r o u g h  a  p a r t i c i p a t i n g

1 8  b a n k i n g  o r g a n i z a t i o n ,  f o r  a n  e x p o r t  t r a n s a c t i o n  t h a t  t h e  a u t h o r i t y

1 9  d e t e r m i n e s  i s  e l i g i b l e  u n d e r  A S  4 4 . 8 8 . 3 1 0 .

2 0  S e c .  4 4 . 8 8 . 3 1 0 .  E L I G I B I L I T Y  O F  E X P O R T  T R A N S A C T I O N S .  A n  e x p o r t -

2 1  i n g  c o n t r a c t  i s  a  t r a n s a c t i o n  e l i g i b l e  f o r  g u a r a n t e e d  f u n d i n g  u n d e r

2 2  A S  4 4 . 8 8 . 3 0 0  -  4 4 . 8 8 . 3 9 0  i f ,  i n  t h e  j u d g m e n t  o f  t h e  a u t h o r i t y ,  i t  w i l l

2 3  c r e a t e  o r  m a i n t a i n  e m p l o y m e n t  i n  t h e  s t a t e  a n d  i t

2 4  ( 1 )  p r o m o t e s  t h e  s a l e  a b r o a d  o f  r a w  m a t e r i a l s  e x t r a c t e d  i n

2 5  t h e  s t a t e ,  o r  g o o d s  w h o s e  f i n a l  s t a g e  o f  p r o d u c t i o n  o c c u r s  i n  t h e

2 6  s t a t e ,  t h a t  c o n s t i t u t e s  2 5  p e r c e n t  o r  m o r e  o f  t h e  c o n t r a c t  p r i c e ;

2 7  ( 2 )  p r o v i d e s  f o r  t h e  r e n d e r i n g  o f  s e r v i c e s  a b r o a d  b y  a

2 8  b u s i n e s s  l o c a t e d  i n  t h e  s t a t e  i f  2 5  p e r c e n t  o r  m o r e  o f  t h e  c o n t r a c t

2 9  p r i c e  c o n s i s t s  o f  w a g e s  o r  o t h e r  p a y m e n t s  m a d e  t o  p e r s o n s  n o r m a l l y
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1  r e s i d i n g  i n  t h e  s t a t e ;

2  ( 3 )  p r o m o t e s  t h e  s a l e  a b r o a d  o f  r a w  m a t e r i a l s  o r  g o o d s

3  d i s t r i b u t e d  b y  a  b u s i n e s s  l o c a t e d  i n  t h e  s t a t e  i f

4  ( A )  2 5  p e r c e n t  o r  m o r e  o f  t h e  c o n t r a c t  p r i c e  c o n s i s t s

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

6  r e s i d i n g  o r  l o c a t e d  i n  t h e  s t a t e ;  o r

7  ( B )  t h e  b u s i n e s s  h a s  a  s i g n i f i c a n t  r e l a t i o n s h i p  w i t h

8  t h e  s t a t e  V v c . ' - d  u p o n

9  ( i )  t h e  a m o u n t  o f  c a p i t a l  i n v e s t m e n t s  i t  h a s  t h a t

1 0  a r e  l o c a t e d  i n  t h e  s t a t e ;

1 1  ( i i )  t h e  n u m b e r  o f  s t a t e  r e s i d e n t s  e m p l o y e d  b y  t h e

1 2  b u s i n e s s ;

1 3  ( i i i )  t h e  a m o u n t  o f  b u s i n e s s  t r a n s a c t e d  i n  t h e

1 4  s t a t e ;  o r

1 5  ( i v )  a  c o m b i n a t i o n  o f  ( i )  -  ( i i i ) ;  o r

1 6  ( 4 )  p r o v i d e s  b o t h  f o r  t h e  s a l e  a b r o a d  o f  r a w  m a t e r i a l s

1 7  e x t r a c t e d  i n  t h e  s t a t e  o r  g o o d s  w h o s e  f i n a l  s t a g e  o f  p r o d u c t i o n  o c c u r s

1 8  i n  t h e  s t a t e ,  a n d  f o r  t h e  r e n d e r i n g  o f  s e r v i c e s  a b r o a d  b y  s t a t e  r e s i -

1 9  d e n t s ,  t h e  a g g r e g a t e  v a l u e  o f  w h i c h  i s  2 5  p e r c e n t  o r  m o r e  o f  t h e

2 0  c o n t r a c t  p r i c e .

2 1  S e c .  4 4 . 8 8 . 3 2 0 .  L I M I T A T I O N S  ON G U A R A N T E E S .  ( a )  T h e  a u t h o r i t y

2 2  m a y  n o t  g u a r a n t e e  m o r e  t h a n  9 0  p e r c e n t  o f  a  l o a n  u n d e r  A S  4 4 . 8 8 . 3 0 0 .

2 3  ( b )  T h e  a u t h o r i t y  m a y  n o t  g u a r a n t e e  a  l o a n  u n d e r  A S  4 4 . 8 8 . 3 0 0

2 4  u n l e s s  t h e  a u t h o r i t y  f i n d s  t h a t  t h e  g u a r a n t e e  i s  r e a s o n a b l y  n e c e s s a r y

2 5  t o  s t i m u l a t e  o r  f a c i l i t a t e  t h e  m k i n g  o f  a  l o a n  f o r  a n  e l i g i b l e  e x -

2 6  p o r t i n g ^ t r a n s a c t i o n .

2 7  S e c .  4 4 . 8 8 . 3 3 0 .  C R E D I T  O F  E X P O R T E R .  B e f o r e  t h e  a u t h o r i t y  m a y

2 8  g u a r a n t e e  a  l o a n  u n d e r  A S  4 4 . 8 8 . 3 0 0 ,  t h e  p a r t i c i p a t i n g  f i n a n c i a l

2 9  i n s t i t u t i o n  s h a l l  i n v e s t i g a t e  t h e  c r e d i t  o r  s o u r c e s  o f  c r e d i t
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1  a v a i l a b l e  t o  t h e  e x p o r t e r  t o  d e t e r m i n e  t h e  e c o n o m i c  b e n e f i t s  t o  b e

2  d e r i v e d  f r o m  t h e  g u a r a n t e e ,  t h e  p r o s p e c t s  o f  r e p a y m e n t ,  a n d  o t h e r

3 f a c t o r s  n e c e s s a r y  t o  d e t e r m i n e  t h a t  t h e  g u a r a n t e e d  f u n d i n g  i s  c o n s i s -

4  t e n t  w i t h  t h e  p u r p o s e s  o f  A S  4 4 . 8 8 . 3 0 0  -  4 4 . 8 8 . 3 9 0 .

5  S e c .  4 4 . 8 8 . 3 4 0 .  C O N F I D E N T I A L I T Y  O F  I N F O R M A T I O N .  I n f o r m a t i o n

6  s u b m i t t e d  t o  o r  c o m p i l e d  b y  t h e  a u t h o r i t y  r e g a r d i n g  t h e  i d e n t i t y ,

7  b a c k g r o u n d ,  f i n a n c e s ,  m a r k e t i n g  p l a n s ,  t r a d e  s e c r e t s ,  o r  o t h e r  c o m m e r -

8  c i a l l y  s e n s i t i v e  a f f a i r s  o f  t h e  e x p o r t e r  i s  c o n f i d e n t i a l ,  u n l e s s  t h e

9  e x p o r t e r  c o n s e n t s  t o  i t s  d i s c l o s u r e .

1 0  S e c .  4 4 . 8 8 . 3 5 0 .  F E E S  C H A R G E D .  T h e  a u t h o r i t y  s h a l l ,  b y  r e g u l a -

1 1  t i o n ,  e s t a b l i s h  f e e s  t o  b e  c h a r g e d  t o  a  p a r t i c i p a t i n g  f i n a n c i a l  i n s t i -

1 2  t u t i o n  f o r  p r o v i d i n g  a  g u a r a n i . j e  u n d e r  A S  4 4 . 8 8 . 3 0 0 .  T h e  f e e s  m u s t  b e

1 3  s u f f i c i e n t  t o  c o v e r  t h e  c o s t s  o f  a d m i n i s t e r i n g  t h e  g u a r a n t e e  p r o g r a m

1 4  u n d e r  A S  4 4 . 8 8 . 3 0 0  -  4 4 . 8 8 . 3 9 0  a n d  a n y  p r e m i u m  t h e  a u t h o r i t y  p a y s  f o r

1 5  i n s u r i n g  i t s  r i s k s .

1 6  S e c .  4 4 . 8 8 . 3 6 0 .  E F F E C T  O F  G U A R A N T E E .  ( a )  A  g u a r a n t e e  u n d e r

1 7  A S  4 4 . 8 8 . 3 0 0  s h a l l  g u a r a n t e e  a g a i n s t  p o l i t i c a l  o r  c o m m e r c i a l  l o s s ,  i n

1 8  w h o l e  o r  i n  p a r t ,  o f  p r i n c i p a l  a n d  i n t e r e s t  o n  a n  e l i g i b l e  e x p o r t

1 9  t r a n s a c t i o n .  T h e  g u a r a n t e e  m a y  i n c l u d e ,  w i t h o u t  l i m i t a t i o n ,  i n s u r a n c e

2 0  a g a i n s t  l o s s  u p  t o  a  s t a t e d  a m o u n t .  A  g u a r a n t e e  u n d e r  A S  4 4 . 8 8 . 3 0 0

2 1  m a y  n o t  b e  t e r m i n a t e d ,  c a n c e l e d ,  o r  r e v o k e d ,  e x c e p t  u n d e r  i t s  t e r m s .

2 2  A  g u a r a n t e e  h e l d  b y  a  p a r t i c i p a t i n g  f i n a n c i a l  i n s t i t u t i o n  i s  p r e s u m e d

2 3  t o  b e  v a l i d .

2 4  ( b )  I n  t h i s  s e c t i o n ,  " p o l i t i c a l  l o s s "  m e a n s  a  l o s s  i n c u r r e d  a s  a

2 5  r e s u l t  o f  a  p o l i t i c a l  r i s k  i n s u r e d  u n d e r  a n  e x p o r t  c r e d i t  i n s u r a n c e

2 6  u m b r e l l a  p o l i c y ,  o r  a  c o m p a r a b l e  p o l i c y  o r  a g r e e m e n t ,  i s s u e d  b y  t h e

2 7  E x p o r t - I m p o r t  B a n k  o f  t h e  U n i t e d  S t a t e s .

2 8  S e c .  4 4 . 8 8 . 3 7 0 .  G U A R A N T E E  N O T  A  G E N E R A L  O B L I G A T I O N  O F  T H E  S T A T E .

2 9  A  g u a r a n t e e  u n d e r  A S  4 4 . 8 8 . 3 0 0  i s  n o t  a  g e n e r a l  o b l i g a t i o n  o f  t h e
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1  s t a t e .

2  S e c .  4 4 . 8 8 . 3 8 0 .  P E R S O N A L  L I A B I L I T Y .  A n  o f f i c e r ,  e m p l o y e e ,  o r

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

4  a c t i o n  f o r  d a m a g e s  f o r  a n  a c t  d o n e  o r  o m i t t e d  i n  g o o d  f a i t h  w h i l e

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

6  c h a p t e r .

7  S e c .  4 4 . 8 8 . 3 9 0 .  E X P O R T  I N S U R A N C E  A C C O U N T .  ( a )  T h e  e x p o r t

8  i n s u r a n c e  a c c o u n t  i s  e s t a b l i s h e d  i n  t h e  r e v o l v i n g  f u n d .  T h e  a c c o u n t

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

1 0  m o n e y  a n d  a s s e t s ,  i n c l u d i n g  b o n d  p r o c e e d s ,  d e p o s i t e d  i n  i t  b y  t h e

1 1  a u t h o r i t y .  T h e  a c c o u n t  s h a l l  b e  h e l d  a s  s e c u r i t y  f o r  t h e  h o l d e r s  o f

1 2  b o n d s  i s s u e d  b y  t h e  a u t h o r i t y  f o r  t h e  p u r p o s e s  o f  A S  4 4 . 8 8 . 3 0 0  -

1 3  4 4 . 8 8 . 3 9 0 .  T h e  a u t h o r i t y  m a y  e n t e r  i n t o  t r u s t  a g r e e m e n t s  w i t h  r e s p e c t

1 4  t o  t h e  u s e  o f  m o n e y  i n  t h e  a c c o u n t ,  i n c l u d i n g  t h e  u s e  o f  t h a t  m o n e y  t o

1 5  d i s c h a r g e  a  g u a r a n t e e  o b l i g a t i o n  o f  t h e  a u t h o r i t y .  T h e  t r u s t  a g r e e -

1 6  m e n t s  m a y  c o n t a i n  p r o v i s i o n s  a n d  l i m i t a t i o n s  c o n c e r n i n g  t h e  i n v e s t m e n t

1 7  a n d  d i s b u r s e m e n t  o f  m o n e y  i n  t h e  a c c o u n t ,  t h e  p a y m e n t  o f  e x p e n s e s  o f

1 8  t h e  a c c o u n t ,  t h e  a p p o i n t m e n t ,  r e s i g n a t i o n  a n d  d i s c h a r g e  o f  t r u s t e e s ,

1 9  t h e  d e l e g a t i o n  o f  e n f o r c e m e n t  a n d  c o l l e c t i o n  p o w e r s  u n d e r  t h e  i n s u r -

2 0  a n c e  a g r e e m e n t s  t o  t h e  t r u s t e e ,  t h e  d u t i e s  o f  t h e  t r u s t e e s ,  a m e n d m e n t s

2 1  o f  t h e  t r u s t  a g r e e m e n t s ,  a n d  o t h e r  l a w f u l  p r o v i s i o n s  a n d  l i m i t a t i o n s
I

2 2  t h e  a u t h o r i t y  c o n s i d e r s  a p p r o p r i a t e .  T h e  t r u s t  a g r e e m e n t s  m a y  p l e d g e

2 3  p r e m i u m s  a n d  o t h e r  m o n e y  t h a t  m a y  b e  d e p o s i t e d  i n  t h e  a c c o u n t .  T h e

2 4  p l e d g e  s h a l l  b e  v a l i d  a n d  b i n d i n g  f r o m  t h e  t i m e  t h e  p l e d g e  i s  m a d e .

2 5  T h e  p r e m i u m s  a n d  o t h e r  m o n e y  p l e d g e d  a n d  t h e r e a f t e r  r e c e i v e d  b y  t h e

2 6  a c c o u n t ,  o r  b y  t h e  t r u s t e e s  i n  i t s  b e h a l f ,  s h a l l  i m m e d i a t e l y  b e  s u b -

2 7  j e c t  t o  t h e  l i e n  o f  t h e  p l e d g e .  T h e  p l e d g e  s h a l l  b e  v a l i d  a n d  b i n d i n g

2 8  a g a i n s t  p a r t i e s  h a v i n g  c l a i m s  a g a i n s t  t h e  a c c o u n t ,  i r r e s p e c t i v e  o f

2 9  w h e t h e r  t h e  p a r t i e s  h a v e  n o t i c e  o f  t h e  p l e d g e .
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1 ( b )  T h e  a u t h o r i t y  m a y  u s e  p r o c e e d s  o f  b o n d s  i s s u e d  f o r  t h e

2  p u r p o s e s  o f  A S  4 4 . 8 8 . 3 0 0  -  4 4 . 8 8 . 3 9 0  t o  p u r c h a s e  i n s u r a n c e ,  w h i c h  m a y

3  b e  p l e d g e d  f o r  t h e  s e c u r i t y  o f  t h e  h o l d e r s  o f  t h e  b o n d s .  I f  i n s u r a n c e

4  i s  p l e d g e d  a s  s e c u r i t y ,  w h e t h e r  o b t a i n e d  t h r o u g h  t h e  e x p o r t  i n s u r a n c e

5  a c c o u n t  o r  p u r c h a s e d  w i t h  b o n d  p r o c e e d s ,  a  d e s c r i p t i o n  o f  t h e  i n s u r -

6  a n c e  s h a l l  e x p r e s s l y  i n d i c a t e  t h e  l i m i t a t i o n  o f  t h e  l i a b i l i t y  o f  t h e

7  a u t h o r i t y  a n d  t h a t  n e i t h e r  t h e  c r e d i t  n o r  t h e  t a x i n g  p o w e r  o f  t h e

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

9  o b l i g a t i o n s  w i t h  r e s p e c t  t o  t h e  i n s u r a n c e .

1 0  *  S e c .  4 0 .  T o  b e  c o n s i s t e n t  w i t h  t h e  c h a n g e  m a d e  b y  t h i s  A c t ,  w h e r e v e r

1 1  i n  t h e  A l a s k a  S t a t u t e s  a n d  i n  r e g u l a t i o n s  a d o p t e d  u n d e r  t h o s e  s t a t u t e s

1 2  " 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 u t h o r i t y "  i s  u s e d ,  i t  s h a l l  b e  r e a d  a s

1 3  r e f e r r 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 .  U n d e r

1 4  A S  0 1 . 0 5 . 0 3 1  t h e  r e v i s o r  o f  s t a t u t e s  s h a l l  i m p l e m e n t  t h i s  s e c t i o n  i n  t h e

1 5  s t a t u t e s ,  a n d ,  u n d e r  A S  4 4 . 6 2 . 1 2 5 ( b ) ( 6 ) ,  t h e  r e g u l a t i o n s  a t t o r n e y  s h a l l

1 6  i m p l e m e n t  t h i s  s e c t i o n  i n  t h e  a d m i n i s t r a t i v e  r e g u l a t i o n s .

1 7  *  S e c .  4 1 .  A S  4 4 . 8 8 . 1 5 6 ,  4 4 . 8 8 . 1 5 8 ( c ) ,  a n d  s e c .  1 1 ,  c h .  1 6 2 ,  S L A  1 9 8 4 ,

1 8  a r e  r e p e a l e d .

1 9  *  S e c .  4 2 .  T h i s  A c t  t a k e s  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 ) .
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B r i e f  S u m m a r y  o f  C h a n g e s  M a d e  t o  C S S B 6 4 ( L & C )

1. T h e  n a m e  o f  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 u t h o r i t y  h a s  
b e e n  c h a n g e d  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 .

D o n e  w h e r e  a p p r o p r i a t e  i n  t h e  b i l l .  A  n e w  s e c t i o n  # 40 
( p . 27, l i n e s  10-16) d i r e c t s  t h e  r e v i s o r  o f  s t a t u t e s  t o  m a k e  
t h e  a p p r o p r i a t e  c h a n g e s  e l s e w h e r e  i n  t h e  s t a t u t e s .

2. E n t r e p r e n e u r i a l  a n d  i t s  d e f i n i t i o n  h a s  b e e n  e l i m i n a t e d  f r o m  
t h e  b i l l .

3. L e g i s l a t i v e  a p p r o v a l  is s t i l l  r e q u i r e d  f o r  p r o j e c t s  i n  w h i c h  
t h e  A u t h o r i t y  t a k e s  a n y  o w n e r s h i p  i n t e r e s t .  T h i s  w a s  d o n e  

b y  r e m o v i n g  s e c t i o n  10 f r o m  t h e  r e p e a l e r  s e c t i o n  o f  t h e  b i l l  
o n  p a g e  27 i n  b i l l  s e c t i o n  41.

4. T h e  p e r s o n a l  l i a b i l i t y  s e c t i o n  (p. 26, l i n e s  2-6) w a s  
r e w o r d e d  t o  c l o s e l y  m i r r o r  t h e  l i a b i l i t y  s e c t i o n  c u r r e n t l y  
i n  t h e  A l a s k a  B a n k i n g  C o d e  (AS 0 6 . 0 5 . 0 8 5 ) .
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S E C T I O N A L  A N A L Y S I S  

f o r
C S  F O R  S E N A T E  B I L L  NO. 6 4  (L&C) 

( W o r k  D r a f t  d a t e d  2 / 6 / 8 7 )

T h i s  m e m o r a n d u m  a n a l y z e s  o n  a s e c t i o n - b y - s e c t i o n  
b a s i s  t h e  p r o p o s e d  S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e  
S u b s t i t u t e  f o r  S e n a t e  B i l l  No, 64, e n t i t l e d  " A n  A c t  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 u t h o r i t y ;  a n d  p r o v i d i n g  
f o r  a n  e f f e c t i v e  d a t e . "  A s  a g e n e r a l  o v e r v i e w ,  t h e  

l e g i s l a t i o n  w o u l d  a c c o m p l i s h  t h r e e  o b j e c t i v e s :  (1) c r e a t i n g  a n  

e x p o r t  f i n a n c i n g  p r o g r a m  i n  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 u t h o r i t y  ( h e r e a f t e r  " A I D A " ) ;  (2) e m p h a s i z i n g  e n t r e p r e n e u r i a l  
a n d  s m a l l  b u s i n e s s  e n t e r p r i s e s  i n  t h e  A I D A  s t a t u t e s ;  a n d  (3) 
m o d i f y i n g  A I D A ' s  a b i l i t y  to p a r t i c i p a t e  i n  c e r t a i n  t y p e s  of 
p r o j e c t s  o n  a n  e q u i t y , b a s i s .

S E C T I O N  1 a m e n d s  t h e  s t a t u t o r y  s e c t i o n  (AS 4 4 . 8 8 . 0 1 0 )  
s e t t i n g  f o r t h  l e g i s l a t i v e  f i n d i n g s  a n d  p o l i c y  w i t h  r e s p e c t  t o  
A I D A .  It i n s e r t s  r e f e r e n c e s  to " e x p o r t ,  e n t r e p r e n e u r i a l ,  
s m a l l  b u s i n e s s "  e n t e r p r i s e s  t h r o u g h o u t  t h e  s e c t i o n  t o  g i v e  
e m p h a s i s  t o  t h e s e  t y p e s  of e n t e r p r i s e s  as t h e  t a r g e t  o f  A I D A ' s  
f i n a n c i n g  a s s i s t a n c e .  It a l s o  i n s e r t s  f o u r  n e w  p a r a g r a p h s  o f  
f i n d i n g s  ( o n  p a g e s  1 a n d  2 o f  t h e  b i l l )  r e l a t i n g  to t h e  
i m p o r t a n c e  t o  the S t a t e ’s e c o n o m y  of e x p a n d i n g  a n d  
f a c i l i t a t i n g  f i n a n c i n g  f o r  e x p o r t  b u s i n e s s e s  i n  A l a s k a .

O n  p a g e  3 o f  t h e  l e g i s l a t i o n  ( s t i l l  a p a r t  o f  S e c t i o n  
1), n e w  l a n g u a g e  p r o v i d e s  a f i n d i n g  t h a t  i t  is in t h e  p u b l i c  
i n t e r e s t  t o  e n c o u r a g e  e x p o r t  a c t i v i t i e s  b y  p r o v i d i n g  f i n a n c i a l  
a s s i s t a n c e  f o r  s u c h  a c t i v i t i e s  i n  c o o p e r a t i o n  w i t h  f e d e r a l ,  
s t a t e  a n d  p r i v a t e  i n s t i t u t i o n s .  T h i s  n e w  l a n g u a g e  a l s o  
p r o v i d e s  a f i n d i n g  t h a t  it is in t h e  p u b l i c  i n t e r e s t  to g i v e  
A I D A  t h e  p o w e r  to a c q u i r e  o w n e r s h i p  i n t e r e s t s  i n  c e r t a i n  t y p e s  
o f  p r o j e c t s  a n d  to i s s u e  t a x a b l e ,  as w e l l  as t a x - e x e m p t ,  b o n d s  
to a c c o m p l i s h  its s t a t u t o r y  p u r p o s e s .
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S E C T I O N  2 a d d s  a n e w  s u b s e c t i o n  t o  t h e  f i n d i n g s  a n d  
p o l i c i e s  s e c t i o n  (AS 4 4 . 8 8 . 0 1 0 ) .  T h e  n e w  s u b s e c t i o n  f i n d s  i t  
t o  b e  a p o l i c y  of t h e  s t a t e  a n d  a p u b l i c  p u r p o s e  t o  p r o v i d e  

f i n a n c i a l  s u p p o r t ,  i n  c o o p e r a t i o n  w i t h  f e d e r a l ,  s t a t e  a n d  

p r i v a t e  i n s t i t u t i o n s ,  t o  i n c r e a s e  t h e  e x p o r t  o f  A l a s k a  g o o d s ,  
e n t r e p r e n e u r i a l  t a l e n t ,  r a w  m a t e r i a l s ,  a n d  s e r v i c e s .

S E C T I O N  3 c r e a t e s  a n e w  s t a t u t o r y  s e c t i o n  (AS 
4 4 . 8 8 . 0 6 0 ) .  T h i s  n e w  s t a t u t o r y  s e c t i o n  c r e a t e s  t h e  A I D A  
r e v o l v i n g  fund. T h e  i n t e n t  i s  t o  c r e a t e  a s i n g l e  f u n d  i n t o  
w h i c h  all o f  A I D A ' s  a s s e t s  w i l l  b e  d e p o s i t e d .  W i t h i n  t h e  

r e v o l v i n g  fund, t h e r e  w i l l  b e  t h e  e c o n o m i c  d e v e l o p m e n t  
a c c o u n t ,  t h e  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 n d  a n u m b e r  o f  
o t h e r  a c c o u n t s .  T h e r e  a r e  p r o v i s i o n s  l a t e r  i n  t h e  l e g i s l a t i o n  

d e f i n i n g  A I D A ' s  a b i l i t y  t o  u s e  a s s e t s  o f  t h e s e  v a r i o u s  
a c c o u n t s .  T h e  r e v o l v i n g  f u n d  is c r e a t e d  a s  a r e v o l v i n g  f u n d  

so t h a t  p a y m e n t s  o n  l o a n s  p u r c h a s e d  o r  h e l d  b y  A I D A  i n  t h e  
f u n d  c a n  r e m a i n  t h e r e  a n d  b e  u s e d  f o r  A I D A ' s  p u r p o s e s  w i t h o u t  
n e c e s s i t a t i n g  a n  a n n u a l  l e g i s l a t i v e  a p p r o p r i a t i o n .

S E C T I O N  4 r e l a t e s  t o  t h e  s t a t e m e n t  o f  A I D A ’s p u r p o s e s  
a n d  c o n t a i n s  p r o v i s i o n s  s u b s t a n t i a l l y  s i m i l a r  t o  t h o s e  
d e s c r i b e d  w i t h  r e s p e c t  t o  S E C T I O N  1; t h a t  is, i t  a d d s  

r e f e r e n c e s  t o  e x p o r t ,  e n t r e p r e n e u r i a l ,  a n d  s m a l l  b u s i n e s s  
e n t e r p r i s e s  i n  c o n n e c t i o n  w i t h  A I D A ' s  p u r p o s e s ,  a n d  i t  a d d s  
n e w  p a r a g r a p h s  w h i c h  c o n t a i n  s t a t e m e n t s  o f  A I D A ' s  p u r p o s e s  

w i t h  r e s p e c t  t o  e x p o r t i n g  t r a n s a c t i o n s  ( s u c h  as to f o s t e r  t h e  
e x p a n s i o n  o f  A l a s k a n  e x p o r t s ,  t o  c o o p e r a t e  w i t h  o t h e r  

o r g a n i z a t i o n s  f o r  t h a t  p u r p o s e ,  t o  p r o v i d e  a s o u r c e  of 
g u a r a n t e e s ,  a n d  so on). T h i s  a m e n d m e n t  a l s o  ( i n  p a r a g r a p h  (2) 
o n  p a g e  5 o f  t h e  l e g i s l a t i o n )  p r o v i d e s  a r e f e r e n c e  t o  t h e  
s t a t u t e  w h i c h  s p e c i f i e s  t h e  t y p e s  o f  p r o j e c t s  i n  w h i c h  A I D A  
m a y  t a k e  a n  o w n e r s h i p  i n t e r e s t .

S E C T I O N  5 a m e n d s  A I D A ' s  g e n e r a l  p o w e r s  (AS 4 4 . 8 8 . 0 8 0 )  
b y  i n s e r t i n g  l a n g u a g e  t o  c l a r i f y  t h a t  A I D A ' s  p o w e r  t o  i s s u e  
b o n d s  I n c l u d e s  t h e  p o w e r  to i n c u r  d e b t  g e n e r a l l y .

S E C T I O N  6 a l s o  a m e n d s  t h e  g e n e r a l  p o w e r s  s e c t i o n ;  it 
a d d s  n e w  p o w e r s  r e l a t i n g  to f i n a n c i n g  a n d  a s s i s t i n g  e x p o r t  
t r a n s a c t i o n s ,  i n c l u d i n g  t h e  p o w e r  to p a r t i c i p a t e  w i t h  o t h e r  
p r o g r a m s  p e r t a i n i n g  to t h e  e x p o r t a t i o n  of A l a s k a n  g o ods, 
s e r v i c e s  o r  r a w  m a t e r i a l s ,  t h e  p o w e r  t o  p r o v i d e  e x p o r t  f i n a n c e  
t r a i n i n g  t o  i t s  staff, t h e  p o w e r  t o  c o o r d i n a t e  w i t h  v a r i o u s

-  2  -



February 18, 1987

f e d e r a l  p r o g r a m s ,  a n d  t h e  p o w e r  t o  g u a r a n t e e  l o a n s  to 
q u a l i f i e d  e x p o r t e r s .  T h i s  s e c t i o n  a l s o  adds, as a g e n e r a l  
s t a t e m e n t  o f  A I D A ' s  p o w e r s ,  t h e  p o w e r  t o  p r o v i d e  f i n a n c i n g  
a s s i s t a n c e  f o r  e n t r e p r e n e u r i a l  a n d  s m a l l  b u s i n e s s  e n t e r p r i s e s .

S E C T I O N  7 a m e n d s  A I D A ' s  a d m i n i s t r a t i v e  p r o c e d u r e  
s t a t u t o r y  s e c t i o n  (AS 4 4 . 8 8 . 0 8 5 ) .  T h i s  a m e n d m e n t  i s  a 
t e c h n i c a l ,  c l e a n - u p  m a t t e r  r e f l e c t i n g  t h e  a d d i t i o n  o f  n e w  

p o w e r s  a n d  p u r p o s e s  f o r  A I D A  and, t h e r e f o r e ,  t h e  n e e d  t o  a d o p t  
r e g u l a t i o n s  in a d d i t i o n  to t h o s e  c u r r e n t l y  r e f e r e n c e d  i n  (b) - 

(e) o f  A S  4 4 . 8 8 . 0 8 5 .

S E C T I O N  8 r e p e a l s  a n d  r e e n a c t s  A S  4 4 . 8 8 . 0 8 5 ( c ) .  
G e n e r a l l y  s p e a k i n g ,  t h i s  p a r t  of A I D A ’s s t a t u t e s  is i n t e n d e d  
s i m p l y  t o  e s t a b l i s h  a p r o c e d u r e  f o r  t h e  a d o p t i o n  b y  A I D A  o f  
its r e g u l a t i o n s .  T h e  c u r r e n t  p r o v i s i o n s  o f  A S  4 4 . 8 8 . 0 8 5 ( c )  
i n c l u d e  b o t h  a g e n e r a l  p o w e r  to a d o p t  r e g u l a t i o n s  a n d  an 
e x p r e s s  d u t y  t o  a d o p t  r e g u l a t i o n s  w i t h  r e s p e c t  to c e r t a i n  

m a t t e r s .  In S E C T I O N  12 of t h e  l e g i s l a t i o n  (to b e  d i s c u s s e d  

b e l o w ) , a d d i t i o n a l  m a t t e r s  a r e  s e t  f o r t h  w i t h  r e s p e c t  to w h i c h  
A I D A  w i l l  h a v e  an e x p r e s s  d u t y  t o  a d o p t  r e g u l a t i o n s .  T h e  

r e p e a l  a n d  r e e n a c t m e n t  o f  A S  4 4 . 8 8 . 0 8 5 ( c )  in t h i s  s e c t i o n  of 
th e  l e g i s l a t i o n  is n e c e s s a r y  to p r e s e r v e  t h e  g e n e r a l  p o w e r  to 
a d o p t  r e g u l a t i o n s  w h i l e  a l s o  m o v i n g  t h e  s t a t e m e n t  o f  m a t t e r s  
a s  t o  w h i c h  A I D A  m u s t  a d o p t  r e g u l a t i o n s  t o  t h e  s a m e  p a r t  of 

t h e  s t a t u t e  as t h o s e  m a t t e r s  d e s c r i b e d  i n  S E C T I O N  12,

S E C T I O N  9 m a k e s  t h e  s a m e  c h a n g e s  to A S  4 4 . 8 8 . 0 8 5 ( d )  
as t h o s e  m a d e  t o  A S  4 4 . 8 8 . 0 8 5 ( a )  u n d e r  S E C T I O N  7 ( d e s c r i b e d  

a b o v e ).

S E C T I O N  10 m a k e s  t h e  s a m e  c h a n g e s  to A S  4 4 . 6 8 . 0 8 5 ( e )  
as d e s c r i b e d  i n  S E C T I O N  9.

S E C T I O N  11 m a k e s  t h e  s a m e  c h a n g e s  t o  A S  4 4 . 6 8 . 0 8 5 ( f )  
as d e s c r i b e d  i n  S E C T I O N  9 a n d  a l s o  m a k e B  a m i n o r  d r a f t i n g  
s t y l e  c o r r e c t i o n .

S E C T I O N  12 ( b e g i n n i n g  o n  p a g e  9 o f  t h e  l e g i s l a t i o n )  
c r e a t e s  a n e w  s u b s e c t i o n  (g) to A S  4 4 . 8 8 . 0 8 5 .  T h i s  n e w  
s u b s e c t i o n  c o n t a i n s  t h o s e  m a t t e r s  ( r e f e r r e d  to i n  c o n n e c t i o n  
w i t h  S E C T I O N  8 a b ove) & b  to w h i c h  A I D A  m u s t  a d o p t  r e g u l a t i o n s  
u n d e r  t h e  c u r r e n t  p r o v i s i o n s  of A S  4 4 . 8 8 . 0 8 5 ( c ) .  S E C T I O N  12 
a l s o  c r e a t e s  a n e w  s u b s e c t i o n  ( h ) . S u b s e c t i o n  (h) d i r e c t s

- 3 -
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A I D A  t o  a d o p t  c e r t a i n  r e g u l a t i o n s  i n  c o n n e c t i o n  w i t h  i t s  
p r o g r a m  f o r  e n c o u r a g i n g  t h e  e x p o r t  o f  A l a s k a  g o o d s ,  s e r v i c e s ,  
a n d  r a w  m a t e r i a l s .  T h e s e  r e g u l a t i o n s  m u s t  e s t a b l i s h  c r i t e r i a  
f o r  e l i g i b i l i t y  o f  e x p o r t e r s  u n d e r  t h e  p r o g r a m ,  s e t  f o r t h  
e q u i t y  a n d  c o l l a t e r a l  r e q u i r e m e n t s ,  a n d  i n c l u d e  o t h e r  s i m i l a r  

m a t t e r s .

S E C T I O N  13 a m e n d s  A I D A ' s  s t a t u t o r y  s e c t i o n  p e r t a i n i n g  
t o  t h e  i s s u a n c e  of b o n d s  (AS 4 4 . 8 8 . 0 9 0 ) .  T h e  c h a n g e s  m a d e  t o  

A S  4 4 . 8 8 . 0 9 0 ( a )  b y  t h i s  s e c t i o n  a r e  i n t e n d e d  t o  s e t  f o r t h  
c l e a r l y  t h a t  A I D A ' s  b o n d  i s s u a n c e  p o w e r s  a l s o  e x t e n d  t o  t h e  
i s s u a n c e  o f  b o n d s  f o r  A I D A ' s  e x p o r t  f i n a n c i n g  p r o g r a m  a n d  to 
t h e  i s s u a n c e  o f  b o n d s  f o r  A I D A ' s  d e v e l o p m e n t  p r o j e c t  
f i n a n c i n g .  T h e  t e r m  " d e v e l o p m e n t  p r o j e c t "  is d e f i n e d  l a t e r  i n  
t h e  l e g i s l a t i o n  a n d  c o n t e m p l a t e s  t h o s e  p r o j e c t s  as to w h i c h  

A I D A  m a y  t a k e  a n  o w n e r s h i p  i n t e r e s t .

S E C T I O N  14 r e p e a l s  a n d  r e e n a c t 3  A S  4 4 . 8 8 . 0 9 0 ( e ) .  T h e  
r e a s o n  f o r  t h e  r e p e a l  a n d  r e e n a c t m e n t  is t o  r e o r g a n i s e  t h e  
s u b s e c t i o n  i n t o  a c l e a r e r  form. O t h e r w i s e ,  t h e  c h a n g e s  m a d e  
i n  t h a t  s u b s e c t i o n  are o n l y  f o r  t h e  p u r p o s e  o f  m a k i n g  i t  c l e a r  

t h a t  A I D A ' s  b o n d  i s s u i n g  p o w e r s  e x t e n d  to i t s  e x p o r t  f i n a n c i n g  
p r o g r a m  a n d  d e v e l o p m e n t  p r o j e c t  p r o g r a m ,  a s  s t a t e d  a b o v e  w i t h  

r e s p e c t  t o  S E C T I O N  13.

S E C T I O N  15 m a k e s  t h e  s a m e  a m e n d m e n t  t o  AS 
4 4 . 8 8 . 0 9 0 ( g )  as d e s c r i b e d  w i t h  r e s p e c t  to S E C T I O N  14.

S E C T I O N  16 m a k e s  t h e  s a m e  a m e n d m e n t  t o  AS 
4 4 . 8 8 . 0 9 0 ( h )  as d e s c r i b e d  W i t h  r e s p e c t  to S E C T I O N  14.

S E C T I O N  17 a m e n d s  t h e  s t a t u t o r y  s e c t i o n  a u t h o r i s i n g  
A I D A  to e n t e r  i n t o  a g r e e m e n t s  w i t h  t r u s t e e s  (AS 4 4 . 8 8 . 1 0 0 ) .  
A g a i n ,  t h e  c h a n g e s  a r e  i n t e n d e d  to m a k e  i t  c l e a r  t h a t  A I D A ' s  

p o w e r  t o  e n t e r  i n t o  a g r e e m e n t s  w i t h  t r u s t e e s  a p p l i e s  to i t s  
p r o g r a m s  f o r  e x p o r t  a n d  d e v e l o p m e n t  p r o j e c t  f i n a n c i n g s .

S E C T I O N  18 a m e n d s  A I D A ' s  c a p i t a l  r e s e r v e  f u n d  s t a t u t e  
(AS 4 4 . 8 8 . 1 0 5 ) .  T h e  c a p i t a l  r e s e r v e  f u n d  c r e a t e d  i n  AS 
4 4 . 8 8 . 1 0 5  c a n  b e  u s e d  b y  A I D A  to s e c u r e  i t s  b o n d s ,  b u t  t h e r e  
are s o m e  l i m i t a t i o n s  o n  t h a t  use. O n e  o f  t h e  l i m i t a t i o n s  is 
t h e  r e q u i r e m e n t  in A S  4 4 . 8 8 . 1 0 5 ( f )  t h a t  a t  l e a s t  2 0  p e r c e n t  o f  
t h e  p r i n c i p a l  a m o u n t  of a l o a n  b e  r e t a i n e d  b y  t h e  o r i g i n a t i n g  
i n s t i t u t i o n .  The_. a m e n d m e n t  m a k e s  i t  c l e a r  t h a t  t h i s



February 18, 1987

l i m i t a t i o n  a p p l i e s  to b o n d s  i s s u e d  u n d e r  t h e  e x p o r t  p r o g r a m  or 

u n d e r  t h e  d e v e l o p m e n t  p r o j e c t  p r o g r a m .

S E C T I O N  19 a m e n d s  t h e  s t a t u t e  t h a t  c o n t a i n s  t h e  
S t a t e’s p l e d g e  n o t  to l i m i t  o r  a l t e r  A I D A ' s  p o w e r  t o  f u l f i l l  
c o n t r a c t s  it e n t e r s  i n t o  w i t h  b o n d h o l d e r s  a n d  f e d e r a l  

a g e n c i e s .  T h e  a m e n d m e n t  m a k e s  i t  c l e a r  t h a t  t h i s  p l e d g e  
a p p l i e s  a l s o  w i t h  r e s p e c t  t o  e x p o r t  a n d  d e v e l o p m e n t  p r o j e c t  
f i n a n c i n g s .  T h e  a m e n d m e n t  a l s o  c o n t a i n s  s o m e  m i n o r  d r a f t i n g  

s t y l e  c o r r e c t i o n s .

S E C T I O N  2 0  a m e n d s  t h e  s t a t u t e  t h a t  e x e m p t s  A I D A ' s  

p r o p e r t y  f r o m  l o c a l  t a x a t i o n  (AS 4 4 . 8 8 . 1 4 0 ) ,  T h e  a m e n d m e n t  
a g a i n  i s  f o r  c l a r i f i c a t i o n  p u r p o s e s  only, t h e  i n t e n t  b e i n g  to 
m a k e  i t  c l e a r  t h a t  t h e  p r o v i s i o n s  o f  t h i s  s t a t u t e  a p p l y  a l s o  
to d e v e l o p m e n t  p r o j e c t s  f i n a n c e d  b y  A I D A .  T h e  a m e n d m e n t  

c o n t a i n s  a f e w  m i n o r  d r a f t i n g  s t y l e  c o r r e c t i o n s .

S E C T I O N  2 1  a m e n d s  t h e  s t a t u t o r y  s e c t i o n  w h i c h  c r e a t e d  
t h e  e n t e r p r i s e  d e v e l o p m e n t  f u n d  (AS 4 4 . 8 8 . 1 5 5 ) .  T h e  a m e n d m e n t  
t u r n s  t h e  " f u n d "  i n t o  a n  " a c c o u n t "  w i t h i n  t h e  r e v o l v i n g  f u n d  
c r e a t e d  i n  S E C T I O N  3 (as d i s c u s s e d  e a r l i e r  in t h i s  m e m o r a n d u m ) .

S E C T I O N  22 a m e n d s  A S  4 4 . 8 8 . 1 5 5 ( b )  to r e f l e c t  t h e  

c h a n g e  d e s c r i b e d  i n  S E C T I O N  21.

S E C T I O N  2 3  a m e n d s  A S  4 4 . 8 8 . 1 5 5 ( c )  to r e f l e c t  t h e  
c h a n g e  d e s c r i b e d  i n  S E C T I O N  21. In a d d i t i o n ,  t h e  a m e n d m e n t  
m a d e  i n  t h i s  s e c t i o n  c o n t a i n s  a m i n o r  d r a f t i n g  s t y l e  

c o r r e c t i o n .

S E C T I O N  2 4  a m e n d s  A S  4 4 . 8 8 . 1 5 5 ( d )  to p r o v i d e  t h a t  t h e  

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

S E C T I O N  2 5  a m e n d s  A S  4 4 . 8 8 . 1 5 5 ( e )  to r e f l e c t  t h e  
c h a n g e  d e s c r i b e d  i n  S E C T I O N  2 1  a n d  t o  m a k e  a m i n o r  d r a f t i n g  
s t y l e  c o r r e c t i o n .

S E C T I O N  2 6  a m e n d s  A S  4 4 . 8 8 . 1 5 5 ( f )  to r e f l e c t  t h e  
c h a n g e  d e s c r i b e e  i n  S E C T I O N  21. T h i s  a m e n d m e n t  a l s o  a d d s  
l a n g u a g e  at t h e  e n d  o f  t h a t  s u b s e c t i o n  t o  m a k e  it c l e a r  t h a t  
A I D A  m a y  p l e d g e  a s s e t s  o f  t h e  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
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o n l y  to s e c u r e  b o n d s  i s s u e d  f o r  t h e  f i n a n c i n g  o f  " p r o j e c t s”, a 
terrr. w h i c h  is d e f i n e d  i n  A S  4 4 . 8 8 . 2 2 0 .  A c c o r d i n g l y ,  b o n d s  
i s s u e d  f o r  t h e  f i n a n c i n g  of d e v e l o p m e n t  p r o j e c t s  a n d  e x p o r t i n g  
t r a n s a c t i o n s  c a n n o t  b e  s e c u r e d  b y  p l e d g e s  o f  t h e  a s s e t s  o f  t h e  
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 .

S E C T I O N  2 7  a m e n d s  A S  4 4 . 8 8 . 1 5 5  b y  a d d i n g  a n e w  

s u b s e c t i o n  (h) t o  m a k e  i t  c l e a r  t h a t  t h e  p r o v i s i o n s  o f  t h a t  

s e c t i o n  (and, thus, the p r o v i s i o n s  r e l a t i n g  to t h e  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 p p l y  o n l y  w i t h  r e s p e c t  t o  l o a n s  
p u r c h a s e d  f o r  " p r o j e c t s "  u n d e r  A S  4 4 . 8 6 . 1 5 5  - 4 4 . 8 8 . 1 5 9 .

S E C T I O N  2 8  a m e n d s  t h e  s t a t u t e  t h a t  c r e a t e s  A I D A ' s  

l o a n  i n s u r a n c e  a c c o u n t  (AS 4 4 . 8 8 . 1 5 7 ) .  T h e  a m e n d m e n t  t a k e s  
t h e  l o a n  i n s u r a n c e  a c c o u n t  o u t  o f  t h e  e n t e r p r i s e  d e v e l o p m e n t  
f u n d  a n d  p u t s  i t  i n  t h e  r e v o l v i n g  fund. T h e  a m e n d m e n t  a l s o  

l i m i t s  t h e  a p p l i c a t i o n  o f  t h e  l o a n  i n s u r a n c e  a c c o u n t  to t h e  
f i n a n c i n g  o f  p r o j e c t s  u n d e r  A S  4 4 . 8 8 . 1 5 5 .

S E C T I O N  29 a m e n d s  A S  4 4 . 8 8 . 1 5 7 ( b )  to c o n f o r m  to the 
a m e n d m e n t  d e s c r i b e d  in S E C T I O N  2 8  w h i c h  l i m i t s  t h e  a p p l i c a t i o n  
o f  t h e  l o a n  i n s u r a n c e  a c c o u n t  to t h e  f i n a n c i n g  o f  p r o j e c t s  
u n d e r  A S  4 4 . 8 8 . 1 5 5 .

S E C T I O N  30 a m e n d s  A S  4 4 . 8 8 . 1 5 7 (k) to r e f l e c t  t h e  

c h a n g e s  d e s c r i b e d  i n  S E C T I O N  29.

S E C T I O N  31 a m e n d s  A S  4 4 . 8 8 . 1 5 7 ( 1 )  t o  r e f l e c t  t h e  

c h a n g e s  d e s c r i b e d  i n  S E C T I O N  29.

S E C T I O N  32 a m e n d s  t h e  s m a l l  e n t e r p r i s e  l o a n  a c c o u n t  
s t a t u t e  (AS 4 4 . 8 8 . 1 5 8 ) .  T h e  a m e n d m e n t  i n s e r t s  t h e  p h r a s e  
" e n t r e p r e n e u r i a l  a n d  s m a l l  b u s i n e s s  e n t e r p r i s e "  i n  p l a c e  o f  
s m a l l  e n t e r p r i s e ,  a n d  i t  t a k e s  t h e  a c c o u n t  o u t  o f  t h e  
e n t e r p r i s e  d e v e l o p m e n t  f u n d  a n d  p u t s  i t  i n t o  t h e  r e v o l v i n g  
fund.

S E C T I O N  33 a m e n d s  A S  4 4 . 8 B . 1 5 8 ( b )  t o  r e f l e c t  t h e  
c h a n g e s  m a d e  i n  S E C T I O N  32. T h e  a m e n d m e n t  i n  t h i s  s e c t i o n  
a l s o  e x p a n d s  A I D A ' s  p o w e r s  u n d e r  t h i B  s t a t u t o r y  s e c t i o n  to 
p e r m i t  A I D A  t o  p u r c h a s e  o r  p a r t i c i p a t e  in t h e  p u r c h a s e  o f  
l o a n s  t o  e n t r e p r e n e u r i a l  a n d  s m a l l  b u s i n e s s  e n t e r p r i s e s  
w i t h o u t  b e i n g  l i m i t e d  to p u r c h a s i n g  o n l y  t h e  p o r t i o n  
g u a r a n t e e d  b y  t h e  ^federal g o v e r n m e n t .  H o w e v e r ,  w i t h  r e s p e c t

m m
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S E C T I O N  37 a m e n d s  t h e  d e f i n i t i o n  s e c t i o n  o f  t h e  A I D A  
s t a t u t e s  (AS 4 4 . 8 8 . 2 2 0 ) .  It a d d s  n e w  d e f i n i t i o n s  f o r  
" d e v e l o p m e n t  p r o j e c t "  a n d  " r e v o l v i n g  f u n d " .  T h e  d e v e l o p m e n t  
p r o j e c t  d e f i n i t i o n  i n c l u d e s  t h o s e  f a c i l i t i e s  d e s c r i b e d  i n  
p a r a g r a p h  (A)(i) o f  t h e  d e f i n i t i o n  of " p r o j e c t "  u n d e r  A I D A ' s  
c u r r e n t  s t a t u t e s .  T h e  i n t e n t  is to d e f i n e  d e v e l o p m e n t  

p r o j e c t s  ( t h a t  is, t h o s e  p r o j e c t s  w i t h  r e s p e c t  t o  w h i c h  A I D A  
m a y  a c q u i r e  an o w n e r s h i p  i n t e r e s t )  to i n c l u d e  t h e  b a s i c  

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

T h e  d e f i n i t i o n  o f  r e v o l v i n g  f u n d  r e f e r s  to t h e  r e v o l v i n g  f u n d  

c r e a t e d  u n d e r  S E C T I O N  3.

S E C T I O N  3 8  a d d s  n e w  p r o v i s i o n s  to A I D A ' s  s t a t u t e s .
T h e  n e w  p r o v i s i o n s  w i l l  b e c o m e  A S  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0  a n d  
w i l l  r e l a t e  to e x p o r t  a s s i s t a n c e .

U n d e r  A S  4 4 . 8 8 . 3 0 0 ,  A I D A  w o u l d  w o r k  w i t h  f i n a n c i a l  
i n s t i t u t i o n s  t o  d e t e r m i n e  w h i c h  e x p o r t i n g  t r a n s a c t i o n s  q u a l i f y  

f o r  A I D A  a s s i s t a n c e .  T h e  A I D A  a s s i s t a n c e  w o u l d  b e  p r o v i d e d  i n  

t h e  f o r m  o f  a g u a r a n t y  o f  a l o a n  f o r  t h e  e x p o r t i n g  

t r a n s a c t i o n s .

U n d e r  A S  4 4 . 8 8 . 3 1 0 ,  t h e  t r a n s a c t i o n  w o u l d  q u a l i f y  
o n l y  i f  it h a s  s o m e  s i g n i f i c a n t  c o n t a c t  w i t h  o r  b e n e f i t  to t h e  
S t a t e  of A l a s k a .  T h a t  c o n t a c t  o r  b e n e f i t ,  g e n e r a l l y  s p e a k i n g ,  
w o u l d  h a v e  to b e  i n  t h e  f o r m  o f  a m i n i m u m  p e r c e n t a g e  (25%) of 
t h e  t r a n s a c t i o n  r e s u l t i n g  in t h e  s a l e  o f  A l a s k a  m a t e r i a l s  
a b r o a d ,  t h e  r e n d e r i n g  o f  s e r v i c e s  a b r o a d  b y  an A l a s k a  
b u s i n e s s ,  o r  p r o v i d i n g  s i m i l a r  b e n e f i t s .

U n d e r  A S  4 4 . 8 8 . 3 2 0 ,  A I D A  c o u l d  g u a r a n t e e  u p  to 9 0  
p e r c e n t  o f  a l o a n  m a d e  t o  f i n a n c e  a t r a n s a c t i o n  t h a t  q u a l i f i e s  
u n d e r  A S  4 4 . 8 8 . 3 1 0 ,  b u t  A I D A  w o u l d  f i r s t  h a v e  t o  f i n d  t h a t  t h e  
g u a r a n t y  i s  r e a s o n a b l y  n e c e s s a r y  t o  s t i m u l a t e  o r  f a c i l i t a t e  

t h e  m a k i n g  of t h e  loan.

U n d e r  A S  4 4 . 8 8 . 3 3 0 ,  t h e  f i n a n c i n g  i n s t i t u t i o n  
i n v o l v e d  i n  t h e  t r a n s a c t i o n  w o u l d  b e  r e q u i r e d  t o  m a k e  t h e  
f i r s t  c r e d i t  i n v e s t i g a t i o n  w i t h  r e s p e c t  to t h e  t r a n s a c t i o n .

U n d e r  A S  4 4 . 8 8 . 3 4 0 ,  A I D A  w o u l d  b e  r e q u i r e d  to k e e p  
• s e n s i t i v e  i n f o r m a t i o n  a b o u t  t h e  t r a n s a c t i o n  or t h e  e x p o r t e r  

i n v o l v e d  i n  t h e  t r a n s a c t i o n  c o n f i d e n t i a l .

-  8 -

i.
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t o  l a n g u a g e  in A S  4 4 . 8 8 . 1 5 8 ( b )  r e l a t i n g  to t h e  p u r c h a s e  o f  
t h o s e  g u a r a n t e e d  p o r t i o n s ,  t h e  a m e n d m e n t  i n  t h i s  s e c t i o n  a d d s  
a p e r m i s s i o n  f o r  A I D A  to p u r c h a s e  t h e  g u a r a n t e e d  p o r t i o n  o f  a 
l o a n  m a d e  t o  p a y  t h e  c o s t  of an e x p o r t i n g  t r a n s a c t i o n  f o r  an 
e n t r e p r e n e u r i a l  o r  s m a l l  b u s i n e s s  e n t e r p r i s e .  T h e  a m e n d m e n t  
i n  t h i s  s e c t i o n  a l s o  c o n t a i n s  a m i n o r  d r a f t i n g  s t y l e  
c o r r e c t i o n .

S E C T I O N  3 4  a m e n d s  t h e  s t a t u t o r y  s e c t i o n  w h i c h  s e t s  a 
f o r m u l a  f o r  h o w  A I D A  m u s t  d e t e r m i n e  i n t e r e s t  r a t e s  o n  l o a n s  i t  
p u r c h a s e s  (AS 4 4 . 8 8 . 1 5 9 ) .  T h e  a m e n d m e n t  m a k e B  i t  c l e a r  t h a t  
t h i s  a p p l i e s  o n l y  t o  p r o j e c t s  p u r c h a s e d  u n d e r  A S  4 4 . 8 8 . 1 5 5  - 

4 4 . 8 8 . 1 5 9  ( t h a t  is, p r o j e c t s  p u r c h a s e d  w i t h  a s s e t s  o f  t h e  
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 ) .

S E C T I O N  35 m a k e s  t h e  s a m e  c h a n g e  w i t h  r e s p e c t  t o  t h e  
e c o n o m i c  d e v e l o p m e n t  f u n d  (AS 4 4 . 8 8 . 1 7 2 )  as S E C T I O N  32 m a k e s  
w i t h  r e s p e c t  to che e n t e r p r i s e  d e v e l o p m e n t  fund; t h a t  is, it 
t u r n s  it i n t o  an a c c o u n t  o f  t h e  r e v o l v i n g  fund. T h e  a m e n d m e n t  
m a d e  i n  t h i s  s e c t i o n  a l s o  m a k e s  i t  c l e a r  t h a t  t h e  e c o n o m i c  
d e v e l o p m e n t  a c c o u n t  m a y  b e  u s e d  o n l y  f o r  t h e  f i n a n c i n g  o f  
»d e v e l o p m e n t  p r o j e c t s " ,  a t e r m  w h i c h  is d e f i n e d  in S E C T I O N  37 

( d i s c u s s e d  b e l o w ) .  T h e  e c o n o m i c  d e v e l o p m e n t  a c c o u n t  is t h e  
s o u r c e  of f i n a n c i n g  f o r  t h e  p r o j e c t s  t h a t  A I D A  e x p e c t s  to o w n  

o r  o p e r a t e .  T h e  a m e n d m e n t  i n c l u d e s  l a n g u a g e  w h i c h  (1) 
p r o h i b i t s  t h e  p l e d g e  of a s s e t s  in t h e  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  (AS 4 4 . 8 8 . 1 5 5  - S E C T I O N S  2 1  t h r o u g h  27) in c o n n e c t i o n  
W i t h  t h e  f i n a n c i n g  o f  a d e v e l o p m e n t  p r o j e c t ,  a n d  (2) d i r e c t B  
A I D A  tc m a k e  t h e  f i n a n c i n g  a s s i s t a n c e  o f f e r e d  u n d e r  t h e  
e c o n o m i c  d e v e l o p m e n t  a c c o u n t  i n  t h e  f o r m  o f  a l o a n  t o  t h e  
m a x i m u m  e x t e n t  p o s s i b l e .  T h e  l a t t e r  p r o v i s i o n  is i n  A I D A ' s  
c u r r e n t  law, b u t  it is c o d i f i e d  w i t h  t h e  t e m p o r a r y  a n d  s p e c i a l  
acts. T h i s  a m e n d m e n t  p l a c e s  it i n  the p e r m a n e n t  s t a t u t e s .

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

d r a f t i n g  s t y l e  c o r r e c t i o n .

S E C T I O N  36 a m e n d s  t h e  s t a t u t e  w h i c h  p r o v i d e s  c e r t a i n  
e x e m p t i o n s  f o r  A I D A  f r o m  t h e  o p e r a t i o n  of o t h e r  s t a t u t e s  (AS 
4 4 . 8 8 . 1 5 9 ) .  T h e  a m e n d m e n t  i n  t h i s  s e c t i o n  w o u l d  e x e m p t  l o a n s  
p u r c h a s e d  o r  f i n a n c e d  i n  w h o l e  o r  in p a r t  b y  A I D A  f r o m  t h e  
o p e r a t i o n  o f  t h e  S t a t e ' s  u s u r y  law. It w o u l d  a l s o  m a k e  i t  

• c l e a r  t h a t  a g u a r a n t y  i s s u e d  b y  A I D A  i n  c o n n e c t i o n  w i t h  i t s  
e x p o r t  f i n a n c i n g  p r o g r a m  is n o t  i n s u r a n c e  f o r  p u r p o s e s  o f  t h e  

S t a t e ' s  i n s u r a n c e  code.
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S E N A T E  B I L L  NO. 64 b y  S e n a t o r s  K e l l y ,  K e r t t u l a ,  F a i k s  a n d  
S t u r g u l e w s k i ,  e n t i t l e d :

" A n  A c t  r e l a t i n g  t o  e x p o r t  e n t e r p r i s e s  u n d e r  
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 u t h o r i t y . "

w a s  r e a d  t h e  f i r s t  t i m e  a n d  r e f e r r e d  t o  t h e  L a b o r  a n d  
C o m m e r c e  C o m m i t t e e  a n d  t h e  F i n a n c e  C o m m i t t e e .

E N D  O F  D O C U M E N T  
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S e n a t o r  U e h l i n g  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  t h a t  h e  b e  
a d d e d  as a  c o - s p o n s o r  o n  S E N A T E  B I L L  NO. 64 (An A c t  r e l a t i n g  
t o  e x p o r t  e n t e r p r i s e s  u n d e r  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 u t h o r i t y ) . W i t h o u t  o b j e c t i o n ,  i t  w a s  s o  o r d e r e d .

E N D  O F  D O C U M E N T  
=  S B 0 0 6 4  

=  S
=  8 7 0 1 2 1  
=  S J R N L  
=  87
S J R N L 8 7 0 1 2 1 S B 0 0 6 4  

S B  64

S e n a t o r  K e l l y ,  C h a i r m a n ,  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  
t h a t  t h e  f i v e - d a y  n o t i c e  a n d  p u b l i c a t i o n  r e q u i r e m e n t s  b e
w a i v e d  f o r  t h e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  m e e t i n g  o n  
J a n u a r y  2 6  t o  c o n s i d e r  S E N A T E  B I L L  N O .  64 (An A c t  r e l a t i n g  
t o  e x p o r t  e n t e r p r i s e s  u n d e r  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 u t h o r i t y ) . W i t h o u t  o b j e c t i o n ,  i t  w a s  s o

o r d e r e d .
=  S B 0 0 6 4  
=  S

=  8 7 0 1 2 7  
=  S J R N L  
=  87

S J R N L 8 7 0 1 2 7 S B 0 0 6 4
S B  64

e n a t o r  S z y m a n s k i  m o v e d  a n d  a s k e d  u n a n i m o u s  
b e  s h o w n  a s  a c o - s p o n s o r  on:

S E N A T E  B I L L  NO. 64

f elatin<? t o  e x p o r t  e n t e r p r i s e s  u n d e r  
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 u t h o r i t y . "

W i t h o u t  o b j e c t i o n ,  it w a s  s o  o r d e r e d .
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S e n a t o r  U e h l i n g ,  C h a i r m a n ,  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  
t h a t  S E N A T E  B I L L  NO. 64 (An A c t  r e l a t i n g  t o  e x p o r t  
e n t e r p r i s e s  u n d e r  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 u t h o r i t y )  h a v e  a n  a d d e d  r e f e r r a l  t o  t h e  S e n a t e  S p e c i a l  
C o m m i t t e e  o n  I n t e r n a t i o n a l  T r a d e .  W i t h o u t  o b j e c t i o n ,  i t  w a s  

s o  o r d e r e d .

S E N A T E  B I L L  N O .  64 w a s  r e f e r r e d  t o  t h e  L a b o r  a n d  C o m m e r c e  
C o m m i t t e e ,  t h e  S e n a t e  S p e c i a l  C o m m i t t e e  o n  I n t e r n a t i o n a l  

T r a d e  a n d  t h e  F i n a n c e  C o m m i t t e e .

E N D  O F  D O C U M E N T  
=  S B 0 0 6 4  

S

=  8 7 0 2 1 2  
=  S J R N L  
=  87
S J R N L 8 7 0 2 1 2 S B 0 0 6 4  
S B  64

T h e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  c o n s i d e r e d  S E N A T E  B I L L  NO. 
64 ( e x p o r t  e n t e r p r i s e s  u n d e r  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 u t h o r i t y )  a n d  a m a j o r i t y  o f  t h e  c o m m i t t e e  
r e c o m m e n d e d  i t  b e  r e p l a c e d  w i t h

C S  F O R  S E N A T E  B I L L  NO. 64 ( L & C ) , e n t i t l e d :

" A n  A c t  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 u t h o r i t y ;  a n d  p r o v i d i n g  f o r  
a n  e f f e c t i v e  d a t e . "

a n d  d o  p a s s .  T h e  r e p o r t  w a s  s i g n e d  b y  S e n a t o r  K e l l y ,

C h a i r m a n ,  a n d  c o n c u r r e d  i n  b y  S e n a t o r s  F a h r e n k a m p  a n d  
S z y m a n s k i .  S e n a t o r  E l i a s o n  s i g n e d  " n o  r e c o m m e n d a t i o n " .

S E N A T E  B I L L  NO. 64 w a s  r e f e r r e d  t o  t h e  S e n a t e  S p e c i a l  
C o m m i t t e e  o n  I n t e r n a t i o n a l  T r a d e .

E N D  O F  D O C U M E N T
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T he Senate Special Committee on International Trade c o n­
sidered SENATE B I L L  NO. 64 (An Act relating to export e n t e r­
prises u n d e r  the Alaska Industrial Development Authority) 
and recomm en d ed  it be r eplaced with

CS FOR SENATE BILL NO. 64 (I.T.), entitled:
“A n  A c t  relating to t he A l as ka  Industrial D e ve lo p­
men t  and  Export Authority; and p r o v i di ng  for an 
e ff ective date."

and do pass. The re port was signed b y  Sen at or  Uehling, 
C hairman and co ncurred in by Senators Zharoff, Abood and 

Hensley.

Fiscal note received and p u b l i s h e d  t o d a y  from Department of 
Commerce and Economic D ev elopment for t he Labor and Commerce 
C om mittee S ubstitute o f fe re d on p a g e  277.

SENATE BIL L NO. 64 was refe rr ed  to the Finance Committee.

END OF DOCUMENT
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F IS C A L  NOTE CSSB 64 (L&C)

Should t h i s  b i l l  become law, the co s t s  to be incurred in operating the 
expended program are sub ject to the demand. The f i g u r e s  in the note are 
est imates of what may occur under t h i s  l e g i s l a t i o n .  I t  i s  intended tha t  the 
operating co s t s  would be absorbed in to the e x i s t i n g  budget of the Authority 
so that  no increase above the current requested budget would be required. 
This i s  po s s ib le  due to the f a c t  that  the Authority current ly  holds a 
pos i t ion  vacant that  could be u t i l i z e d  to handle many of the funct ions 
required by t h i s  b i l l .

All funds, both operating and c a p i t a l ,  would be Authority program rece ip t s  
with no general fund appropriation required.

ANALYSIS  .

5 3 8 1 W 2 1 3 8 7 a

PAGE 2 OF 2
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•
The goals and objectives of an export financing plan for our 
state should include attracting investment in our economy, 
increasing labor participation in our industries, creating new 
industries by stimulating our natural entrepreneurial climate, 
and improving access to international markets. The fundamental 
goal of the State of Alaska, and the Office of International 
Trade in particular, is to devise an expbrt financing program
that meets the greatest number of needs of potential exporters
in the most cost effective manner possible. After researching 
model export financing programs around the United States, 
including a detailed analysis of the Illinois model (see above 
discussion), we have determined that the state's best interests 
are served by creatively utilizing existing agencies and 
personnel to accomplish our goals.

It is our position that the State of Alaska should utilize
existing agencies and personnel for'an export financing program 
through the development of a matrix of services which address 
the unique problems of Alaskan firms wishing to enter into 
international trade. This matrix of services should include 
general financing for export development including preshipment 
and postshipment funding and working capital. Additionally, 
the State should develop a relationship with a private firm 
such as the Federal Credit Insurance Company (FCIA) based in 
New York to provide umbrella insurance coverage for 
transactions. The State should also work to secure an Export 
Financing Delivery System of the Federal Exim Bank program as a 
component of the matrix. Finally, the State should develop 
export financing expertise and counseling services which would 
provide assistance to the public in the areas' of existing state 
agency financing programs, federal export financing programs, 
and the general nature and mechanics of export financing.

E X P O R T  F I N A N C I N G  M A T R I X :  S T A T E  OF A L A S K A
i

GENERAL FINANCING FOR EXPORT FINANCING:

In order to accomplish our goal of meeting the greatest number 
of needs of Alaskan businesses in the most cost effective 
manner we have focused our attention on developing the 
structure for export financing within the existing financing 
framework of the Alaska Industrial Development Authority 
(AIDA). AIDA is a public corporation of the State of Alaska 
within the Department of Commerce and Economic Development, but 
with separate and independent legal existence. The basic 
premise for the formation and operation of AIDA encompasses the 
rationale behind our efforts to form export financing
services. AIDA was established to promote, develop and advance
the general prosperity and economic welfare of the people of 
the state of Alaska. Given the present importance of
international trade to Alaska's economy and the integral role
it will play in the expansion of our economy, export financing 
fits neatly within AIDA's goal.



AIDA has three principal methods to provide financing for 
businesses. The first two financing methods involve the use of 
tax exempt bonds. The third method involves purchase by AIDA 
of federally guaranteed loans. The authority is authorized to 
issue tax exempt bonds for eligible projects in accordance with, 
section 103 of the Internal Revenue Code. Since these bonds 
are not subject to federal or state income taxes, both the 
bonds and the loans financed by the bonds will carry lower 
interest rates than their taxable counterparts. It is our 
understanding that this tax exempt status is of a finite nature 
and that AIDA is developing a transitional plan to carry on its 
bonding activities. Therefore, a future export financing 
component of AIDA should be reflected in this plan.

By centralizing international business financing in AIDA the 
state will have achieved a ready source of financing from an 
organization that has an outstanding success rate in its 
operations. Its staff is respected nationwide for its 
initiative and ingenuity and the expertise it brings to 
financing proposals. Moreover, the State will incure modest 
costs in aligning its export financing with AIDA. The 
organization is up and running in excellent condition. The 
expertise is largely in place. It has bonding authority with 
an excellent governing Board of Directors. The staff of AIDA 
may have to be increased by a few individuals, including one 
individual who has significant “expertise in international 
finance and international markets. However, these costs would 
be minuscule compared with starting a new and distinct export 
development authority. Estimates for the start up of such an 
authority range from $600,000 to $1,000,000.

Three steps can be taken to assure that AIDA is both recognized 
and utilized as an international business financing 
organization for Alaska's businesses. First, the State of 
Alaska through the Governor and the legislature should expand 
the mandate of AIDA to specifically include language regarding 
the expansion of international trade and development as part of 
the organization's efforts to promote and advance the ecomomic 
well-being of the state. Secondly, consideration should be 
given to expanding AIDA's Board of Directors to include one 
individual from the private sector who has business experience 
in international trade, international financing and 
international markets. Finally, a carefully structured 
marketing plan should be implemented to educate the public 
about the various programs of AIDA, including its newest 
component of international business financing.

THE FOREIGN CREDIT INSURANCE ASSOCIATION AND ALASKA'S EXPORT 
FINANCING PROGRAM

In order to provide the security necessary for the development 
of international transactions in Alaska, the State should 
consider a relationship with the Foreign Credit Insurance



Association (FCIA). Established in 1961, this organization 
consists of many of the United State's top insurance companies. 
FCIA insures repayment of export credit against nonpayment due 
to political or commercial causes such as deteriorating 
ecomomic conditions, bad management, devaluations, fires, 
floods, or confiscation of assets. In FY '83, FCIA supported 
procurement of $7.5 billion of U.S. goods,

o

FCIA Umbrella Insurance Policy

Purpose: This policy protects exporters that had an average
annual export credit sales of less than $2 million in the past 
two years against a foreign buyer's failure to pay for goods or 
services for political°or commercial reasons.

Eligibility: Any entity capable of administering a policy (for
example: banks, export companies, insurance brokers, and trade 
organizations) on behalf of multiple exporters is eligible.
Only exports of consumables, raw materials, spare parts, 
agricultural commodities, and consumer durables are eligible.

Amount: 100% of political risk; 90% of commercial risk;
interest up to U.S. Treasury rate plus 1%.

Cash Payment: none

Premium: From.25% to 1.00% of the sales value or a minimum of 
$500.

To obtain uniformity in the insurance transactions and to 
lighten the administrative burden, the State of Illinois has 
negotiated an agreement with the FCIA which insures all of the 
Illinois Authority's transactions through FCIA. Unde.* this 
agreement, FCIA insures the Illinois exporter, not the 
Authority, and it is the FCIA which establishes the credit 
worthiness of the foreign buyer. This usually only takes five 
days. With State government support, AIDA could also negotiate 
an insurance agreement with FCIA on behalf of Alaskan 
companies. This approach is highly recommended for Alaska's 
financing system.

EXIMBANK DELIVERY SYSTEM

The Eximbank has entered into master loan guarantee agreements 
with hundreds of U.S. banks. When a bank has completed a 
number of satisfactory export transactions, Eximbank will 
consider extending delegated authority, subject to prescribed 
conditions, enabling the bank to commit Eximbank to guarantee 
specific transactions without prior Eximbank approval. This 
avenue would speed up the processing time of the Eximbank 
system. A consistent criticism of the Eximbank system is the 
extremely long processing time involved in securing that type 
of financing. This so-called delivery system would also have 
banks providing other types of assistance to potential 
export.ens in the area of fulfilling the requirements to obtain



E x i m b a n k ' s  f i n a n c i a l  s e r v i c e s .

EXPORT FINANCE COUNSELING SERVICES

One of the most critical components of this matrix is the 
education component. The public needs to be informed about the 
potential for international business development and the 
programs, financial and otherwise, which are available to 
assist the furthering of this important section of our economy. 
Most specifically to our efforts to expand export financing 
services, we need to establish a system for export finance 
counseling services to raise awareness of the importance of 
proper financing to export success, to explain the mechanics of 
export credit, and to provide information which will help 
exporters arrange satisfactory credit with their banks and 
other financial institutions.

The State could accomplish this goal by providing such services 
through AIDA as part of its funding operations, or through the 
Office of International Trade. The drawback to utilizing AIDA 
in this fashion is that the organization could spend more time 
advising potential clients than putting together business 
transactions. The drawback to putting these services under the 
auspices of the Office of International Trade is that there is 
insufficient staffing to adequately supply such on-going 
expertise. This circumstance Could of course change if funding 
permitted the addition of a staff person to run the program. A 
more viable option may be the utilization of the University of 
Alaska as the counseling center. In particular, the School of 
International Business at the University of Alaska Anchorage 
has sufficient expertise to launch this program. Moreover, 
throughout the university system there is expertise that may 
allow for regional counseling centers in addition to a main 
center at the University of Alaska Anchorage.

It is our understanding that Title 6 of the United States Code 
provides federal monies to universities to carry out public 
training in economic development sectors, including 
international trade. This program should be investigated and 
scrutinized closely to see if its provisions are applicable to 
our efforts in expanding export finance services.

CONCLUSION

The key to providing a successful matrix system is the amount 
of consistent coordination that we can bring to the finance 
program. The role of AIDA, the Office of International Trade 
and the university system, if utilized, will have to be set out 
very specifically. Moreover, one entity should be charged with 
the general oversight of the system to ensure coordination and



execution of t*h-e State's goals.

IE this coordination is established, AIDA is given a clear 
mandate to develop international, business in Alaska and if 
other above described programs are implemented, we believe 
we will have met the State's goals of providing the most 
services to Alaskan businesses in the mosi cost effective 
manner.
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According to the d i s c u s s i o n  paper, " S t a t e  Involvement in  Export 
F in anc ing "  ' (prepared by Robert S c h i l l e r  o f  the Alaska Department of  
Commerce and Economic Development):

Exports  c o n s t i t u t e  roughly  1/3 o f  the employment in A la sk a ' s  
manufactur ing s e c to r .

F i s h i n g ,  t imber -VS-i mining are h e a v i l y  dependent on exports 
to provide e m p l ? ; , n t .

Export a c t i v i t y  i s  important to A la s k a ' s  economy because of 
i t s  own l im i t e d  in t e rn a l  market and i t s  d i s t a n c e  from major 
domestic U.S. markets .

o

50% o f  the va lue  r f  Alaskan exports  can be a t t r i b u t e d  to f i v e  
major companies w ith another 25% a t t r i b u t e d  to numerous s e a ­
food p ro ce s so r s .

These f a c t s  emphas ize the importance or i n t e rn a t io n a l  t rade to the 
growth o f  A l a s k a ' s  economy, a s  we l l  as po in t  out the d e s i r a b i l i t y  o f  
encourag ing more f i rm s  to en te r  the world market.

There i s  genera l  agreement t h a t ,  w i th  the  d e c l i n in g  o i l  revenues , i t  
i s  impera t ive  t h a t  the S ta te  o f  Alaska beg in  l a y in g  a s o l i d  foundation 
in order to expand i t s  commercial and c u l t u r a l  t i e s  with other nat ions  
and to a s s i s t  A laska b u s in e s s e s  in  the c om p le x i t i e s  of  doing bu s in e s s  
in a m u l t i c u l t u r a l  environment. '  . A laska  i s  c u r r e n t l y  in  a po s i t ion  
where i t  must s i g n i f i c a n t l y  upgrade i t s " i n t e r n a t i o n a l  t rade develop­
ment e f f o r t s  or  r i s k  l o s i n g  b u s i n e s s  to b e t t e r  o rgan ized  s t a t e s .  In 
order fo r  A laska  to expand i n t e r n a t i o n a l l y  and e f f e c t i v e l y  seek 
fo re ign  in ve s tm en t s ,  e f f o r t s  must be c a r e f u l l y  coord inated .

The fo l low in g  report  i s  the r e s u l t  of  a s e r i e s  o f  i n t e rv iew s  conducted 
with i n d i v i d u a l s  in  both the p u b l i c  and p r i v a t e  s e c to r s  regard ing the 
ro le  of the Alaska O ff ice  o f  In t e rn a t io n a l  Trade in  f o s t e r i n g  a more 
a c t i v e  trade m en ta l i t y  in  the S t a t e  of A la ska .

The consensus of  the in te rv iew ee s  was t h a t  there are four major 
focuses  t h a t  need to be undertaken by ' the  O ff ice  o f  In te rna t iona l  
Trade during the cu r r e n t  y e a r  to e f f e c t i v e l y  implement an i n t e r ­
na t iona l  t rade development e f f o r t .  These a re :

1. Develop an i n t e r n a t io n a l  t rade base .
2 . E s t a b l i s h  a s t a t e  export  f in an c in g  program.
3. I d e n t i f y  fo r e i g n  markets fo r  A la skan goods and s e r v i c e s .
4 .  Promote, through educa t ion ,  an export  m en t a l i t y .



I .  DEVELOPMENT OF AN INTERNATIONAL TRADE DATABASE,
c

To a g g r e s s i v e l y  respond to trade p o s s i b i l i t i e s ,  a l l  p a r t i c ip an t s  
in Alaskan in t e rn a t io n a l  trade need to have acces s  to accurate ,  
t imely  in format ion .  The development of  a computerized in te rna ­
t ion a l  trade database i s  c r u c i a l .  A s i n g l e  e n t i t y  should bo 
de s ignated  which would be re spon s ib le  for  provid ing information 
d i r e c t l y  and/or a c t in g  a s  a c lear inghouse  for other agencies  and 
o r g an i z a t io n s .

At p re sen t ,  there are perce ived d e f i c i e n c i e s  in  the way i n t e r ­
na t iona l  trade informat ion i s  handled. Problems e x i s t  because 
there i s  a l a c k  of  unders tanding o f  a v a i l a b l e  re source s ,  a l a ck  of 
knowledge about cu r ren t  and/or fu ture  markets for  resources  and a 
l a ck  of  coord inat ion  among the var ious  s t a t e ,  f e d e r a l ,  and pr ivate  
a j e n c i e s  invo lved in  development of  those re sources .  A computer­
i z ed  database would se rve as a h igh ly  v i s i b l e  one-stop source for 
a v a r i e t y  of trade and investment r e l a t e d  in format ion ,  and provide 
conven ient ,  accura te  acce s s  to necessary information.

o

The Off ice  of In te rna t iona l  Trade main ta in s  con tac t s  with b u s i ­
n e s s e s ,  o r g an i z a t io n s  and agenc ie s  throughout A laska ,  inc lud ing  
numerous agenc ies  w i th in  s t a t e  government as pa r t  o f  i t s  ro le  as 
f a c i l i t a t o r  o f  Alaskan involvement in  in te rn a t ion a l  t rade .  Among 
those v a lu ab le  contac ts  are  po r t s ,  d i s t r i b u t o r s ,  s h ip p e r s ,  custom 
houses , fo re ign  con su l a t e s ,  t rade a s s o c i a t i o n s ,  chambers of 
commerce, u n i v e r s i t i e s ,  and federa l and s t a t e  agenc ie s .  However, 
there i s  no sy s temat ic  c o r r e l a t io n  o f  t h i s  in format ion in  a manner 
t h a t  provides thorough and t imely acce s s  to the p r iv a te  se c to r .

The c rea t ion  o f  computer database fo r  t h i s  purpose would dramat­
i c a l l y  in c rea se  acce s s  to trade prospects  fo r  Alaska f i rm s .  The 
p r iv a t e  sec to r  would be ab le  to respond in  a more t ime ly  manner to 
trade le ad s  and increased  informat ion would a l low Alaskan f irms to 
more accu ra te ly  determine those seminars planning s e s s i o n s  and 
trade shows th a t  are  re le van t  to t h e i r  needs. I t  i s  expected that  
b e t t e r  access  to in formation would s t im u la te  g rea te r  p a r t i c ip a t io n  
by the p r iv a te  s e c to r  in  those a c t i v i t i e s  which would inc rea se  
t h e i r  exposure to trade oppor tun i t ie s .

The Alaska Department of  Commerce and Economic Development, the 
U n iv e r s i t y  of  A laska ,  and the United S ta te s  Department of  Commerce 
have a l ready i n s t i t u t e d  the i n i t i a l  s tep s  in the e s tab l i shment  of 
t h i s  database by agree ing  to form a pa r tne r sh ip .  In order to 
develop and implement the in te rn a t ion a l  trade da taba se . so  that  i t  
i s  of  use to a p r iv a te  s e c to r ,  the database par tne r s  need to 
implement the fo l low ing  s t ep s :

1. Co l le c t  input from the p r iv a te  se c to r  (consumers) .

A. Determine informat ion the p r iv a te  s e c to r  needs.
B. Based on those express  needs, determine source o f  

in format ion .
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C. Analyze the q u a l i t y  o f  in formation a v a i l a b l e  from 
the va r iou s  a v a i l a b l e ' s o u r c e s .

D. Design a paradigm for an operat iona l  system.
• E. S o l i c i t  techn ica l  e xp e r t i s e .

2. Design an " in -house  par tner sh ip "  approach which c re a te s  a database 
tha t  inc ludes  and i s  not l im i t ed  to the fo l low ing  parameters.

A. Determine informat ion sources.

B. Determine frequency and r e s p o n s i b i l i t y  for  information 
update.

C. Develop s t i p u l a t i o n s  regard ing  s p e c i f i c i t y  o f  informa­
t io n .

o
D. Va lidate the t im e l i n e s s  of trade oppo r tun i t ie s .

E. Determine th a t  the data inc luded in  the base i s  what the
s t a t e  or  consumers r e a l l y  need, r a th e r  than j u s t  data 
tha t  i s  easy to a c ce s s .

F. Prepare a d i rec to ry  o f  Alaskan f i rm s .

G. Prepare a c a t a lo g  of Alaskan re source s .

H. Compile in formation about federa l  and s t a t e  r egu la t ion s  
c o n t r o l l i n g  the development of those re sources .

I .  Develop a s t a t e  " f a c t  f i l e "  con ta in ing  s p e c i f i c  informa­
t ion  fo r  fo re ign  i n v e s to r s .

J .  Develop a ten -yea r  p r o f i l e  o f  markets fo r  import/export 
a c t i v i t y .

K. Compile a l i s t  o f  current  markets fo r  Alaskan products/ 
re source s ,  t h e i r  cu rren t  growth or d e c l in e ,  companies 
which are major buyers for  those resources/products ,  and 
the contac t s  w i th in  those companies.

L. I d en t i f y  other p r iv a te /p ub l i c  se c to r  o r g an i z a t io n s  tha t  
c o l l e c t  in format ion , such as  po r t s ,  banks ,  e t c .

M. Determine the co s t  of  s e t  and a source o f  f in anc ing  for  
database .  • _

N. Arrange buy- in s  from other database sou rce s ,  such as 
PIERS, port import/export repor t ing  s e r v i c e s ,  or 
LOCKHEEDS DIALOG system.

0 .  Arrange t i e - i n s  with other s t a t e  a g en c ie s ,  i . e . ,  the 
Department o f  Natural Resources.

P. Create a u ser  manual.
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Q. Provide t r a i n i n g  s e s s io n s  in va r iou s  lo ca t ion s .
c

R. E s t a b l i s h  an e l e c t ro n ic  computer-to-computer hook-up 
with overseas  o f f i c e s  to provide a f a s t e r  and more 
secure way o f  t r an sm i t t in g  in format ion .

Chart 1 shows a proposed model fo r  Alaska in t e rn a t io n a l  trade data­
base ,  based on d i s c u s s io n s  with Mr. Larry Gagnon, Information Serv ices  
Manager, Department of Trade and Economic Development, S ta te  of 
Washington. Mr. Gagnon developed the S ta te  o f  Washington's database 
fo r  Department o f  Trade and Economic Development.
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AN ALASKAN INTERNATIONAL TRADE DATABASE

Desc r ip t ion  F i l e  Name Explanation

Conf iden t ia l  Overseas Telex F i l e  TOKYO, SEOUL, TAIPEI I n i t i a l  contact reports  and case h i s t o r i e s  of
~ f irms pursuing trade/ investment l e a d s ,  re:

Alaska through the agency 's  oversea s  o f f i c e s .

S ta te  Trade Directory TRADIR Directory of  Alaska f in n s /o r g an i z a t io n s  
involved in  in te rna t iona l  t rade ( f o r  trade 
development contac ts )

Alaska Resource TOP TEN PROFILE S t a t i s t i c s  on A la ska ' s  top 10 trad ing 
partners  by commodity and va lue o f  shipments

S ta te  Resource RES DIRECTORY Directory c f  S t a t e ' s  Energy, Mineral Resource 
base by quant i ty ,  lo c a t io n ,  inc lud ing 
marketing and t ran spor ta t ion  co s t s



RECOMMENDATIONS: c

In order to e f f e c t i v e l y  implement an in te rna t iona l  database , the f o l ­
lowing recommendations need to be implemented.

a. Each database par tne r  should determine what information i t
would l i k e  to have conta ined w i th in  the database.

b. Pa r tne r s  should convene a s e r i e s  of  ongoing meetings in 
Anchorage with r e p r e s e n t a t i v e s  o f  the Department o f  Natural 
Resources and other  a genc ie s ,  when appropr ia te ,  to d i s cu s s  
main menu content and database implementation.

c .  P a r tne r s  should work with a computer s p e c i a l i s t  from the 
U n ive r s i t y  of Alaska to develop a f i n a l  model u t i l i z i n g  
examples of  e x i s t i n g  sys tems ,  such as the In te rna t iona l  Trade 
Admin is trat ion System and the Washington S ta te  Trade Develop­
ment Network Data Entry Summary. o
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I I .  ESTABLISHMENT OF A STATE EXPORT FINANCING PROGRAM

Given A la sk a ' s  unique s i t u a t i o n  as a resource-based economy, any 
d i s c u s s io n  of  export f in anc ing  must inc lude not only f inanc ing  for 

* small to medium s i z e  b u s i n e s s e s ,  but a l s o  prov id ing money for 
in f r a s t r u c t u r e  development, e s p e c i a l l y  in  the areas  of t r an spo r ta ­
t i o n ,  f i s h e r i e s ,  t imber and mineral development.

What r o l e ,  i f  any, the S ta te  o f  Alaska should play in  f in anc ing  
exports  i s  a con t ro ve r s i a l  top ic  among in te rv iewee s .  There was a 
p e r s i s t e n t  concern th a t  a r e p l i c a t i o n  tff h i s t o r i c a l l y ,  
unsuccess fu l  sub s idy  programs, s.uch as  the Alaska Renewable 
Resources Corporation may occur . Comments ranged from the s t a t e  
should supplement shor t - te rm  in te r im  f in an c in g  because the r i s k  of 
resource development i s  so much h igher  in  Alaska to the s t a t e
should not get  in to  the loan b u s in e s s  because i t  would
"p o l i t i c i z e " -  the trade process  and compete w ith  the banks.

However, in A laska ,  as throughout the U .S . ,  small to medium s i z e ,  
new to export bu s in e s s e s  are having d i f f i c u l t y  secur ing f inanc ing 
or insurance fo r  expor t ing .  They are  t r a d i t i o n a l l y  considered 
poor r i s k s  by reg iona l  and lo c a l  banks. Because there are de lays  
in re ce iv in g  payment from abroad fo r  exported products,  bu s in e s se s  
often requ ire  working c a p i t a l  loan s  to overcome t h e i r  ca sh - f low  
shortage .

Cur ren t ly ,  about h a l f  of  the 50 s t a t e s  are  con s ider ing  export 
f in an c in g  program i n i t i a t i v e s  -  s i x  have a l ready  passed l e g i s l a ­
t ion  au tho r i z in g  export f in ance  program, ten are  c u r r en t l y  pur­
su ing  var ious  l e g i s l a t i v e  i n i t i a t i v e s .  These inc lude Ohio's 
Export Bank, L o u i s i a n a ' s  S ta te  T rus t  fo r  d i r e c t  export f in ance ,  
Minnesota ' s  S ta te  Fore ign Trade A s soc ia t ion ,  I l l i n o i s  S ta te  Export 
Development Author i ty ,  Iowa's  Export Development Corporation, 
Tennessee ' s  Competitive Report Corporation and C a l i f o r n i a ' s  Export 
Finance Board.

A 1983 study prepared by F i r s t  Washington Assoc ia te s  for the 
In te rna t iona l  Trade Adm in i s t ra t ion ,  U. S. Department of Commerce, 
c i t e d  f i v e  nat iona l  models which could a s s i s t  s t a t e s  in  in c re a s in g  
t h e i r  export a c t i v i t i e s .

1. Export f inance  counse l ing  s e r v i c e s  to r a i s e  awareness of  the 
importance o f  proper f in an c in g  to export su cce s s ,  e xp la in  the 
mechanics o f  export c r e d i t ;  and provide in format ion which 
w i l l '  help exporters  ar range  s a t i s f a c t o r y  c r e d i t  with t h e i r  • 
banks and other f i n a n c i a l  i n s t i t u t i o n s .

2. Preshipment and postsh ipment guarantee programs to b o l s t e r  
the c r e d i t  wor th ine s s  o f  small to medium firms which are 
unable to arrange s a t i s f a c t o r y  loans  with the commercial 
banks in the absence o f  such support .
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3 .  Medium-term f ix ed  r a te  funding programs for postshipment 
f in an ce ,  provided by the s t a t e  to help c ap i t a l  goods 
exporter s  which need such funding and cannot arrange i t  on 
compet it ive  terms w ithout  such support.

4 .  Postsh ipment export c r e d i t  in surance programs, in which the 
s t a t e  would take out a po l i c y  w ith  FCIA or other p r iv a te  
in s u r e r s  and o f f e r  coverage to small expor te r s ,  he lp ing them 
to f u l f i l l  po l ic y  requirements.

5 .  An Eximbank de l i v e ry  system program, under which the s t a t e  
would i s s u e  and help s e r v i c e  modest - s ized Eximbank loans and 
guarantees under d i s c r e t io n a r y  au tho r i ty  granted by Eximbank, 
or  would otherwise  help exporter s  f u l f i l l  Eximbank's r equ i re ­
ments to obta in  i t s  f i n a n c i a l  s e r v i c e s .

RECOMMENDATIONS;

a.  Given the h igher  " r i s k "  f a c to r  of doing bu s ine s s  in Alaska, 
the S ta te  Off ice  o f  In te rn a t io n a l  Trade should fash ion i t s  
export f in anc ing  program on a model which provides not only 
pre and post shipment f in an c in g  but a l s o  p o l i t i c a l  and com­
merc ia l r i s k  in su rance .

b. L e g i s l a t i o n  needs to be prepared based on t h i s  model.
Included in t h i s  s e c t ion  i s  Alaska model l e g i s l a t i o n  based’on 
the I l l i n o i s  Export Development Authori ty .

c .  A meeting needs to be convened the o r i g in a l  p a r t i c ip a n t s  in 
the Export F inanc ing  P an e l ,  which was o r i g i n a l l y  scheduled 
fo r  September, to d i s c u s s  the model l e g i s l a t i o n .

d. I f  the model i s  s e l e c t e d ,  prepare f i n a l  l e g i s l a t i v e  package.
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111.IDENTIFY FOREIGN MARKETS FOR ALASKAN GOODS AND SERVICES

According to a study prepared by Yankelov ich, S ke l ly  and White for 
. the  Missouri  Department of  Commerce, the major i ty  of  small to 
medium s i z e  exporter s  and 90% o f  nonexporters need a s s i s t a n c e  in 
market research and overseas promotion o f  t h e i r  products. Th i s ,  
coupled with the s t reng th  o f . t h e  U.S. d o l l a r  and the exce s s ive  
amount o f  fore ign  and U.S. government r e gu l a t io n s ,  presents  a 
ra the r  formidable ob s ta c le  to any small to medium s i z e  bu s ine s s  
which i s  i n t e r e s t ed  in export ing .

Desp ite  a ra the r  l im i t ed  s t a f f  and budget, there are a number of 
s e r v i c e s  the Off ice of In te rna t iona l  Trade can provide in  order to 
a s s i s t  Alaska bu s in e s se s  in  the in te rna t iona l  marketplace.

RECOMMENDATIONS: .

a. Survey e x i s t i n g  manufacturing and se rv ice -ba sed  in d u s t r i e s  in 
Alaska .

b. Develop a d i r e c t  mail brochure which d e t a i l s  the in te rna ­
t iona l  trade programs the Off ice of In te rna t iona l  Trade pro­
v id e s .

c.  Maintain formal contact  w ith  the p a r t i c ip a n t s  in  the current 
s e r i e s  of  programs being developed through the Off ice of 
P a c i f i c  Rim Re la t ion s  to promote trade between Asia and 
Alaska .

d. Work with the Governor's o f f i c e . t o  e s t a b l i s h  a Governor's 
Council on In te rna t iona l  Bu s ine s s  c o n s i s t i n g  o f  members from 
the bu s in e s s ,  labor and academic communities.

e. Work in conjunction with the Cook I n l e t  Region Market Study 
to i d e n t i f y  s t a t e  re source s  fo r  the in te rna t iona l  trade data ­
base .

f .  Use as a model for developing overseas  market a n a l y s i s  the 
P a c i f i c  Economic Cooperation Conference which represents  
t r i - p a r t i c i p a t i o n  between government, bus ine s s  and un ive r ­
s i t i e s  (or research i n s t i t u t i o n s ) .

g. Create an Alaskan Roundtable to provide an information method 
of  v . i s i t i n g  s p e c i a l i s t s  could d i s c u s s  in te rna t iona l  t o p ic s ,  
such as fo re ign  po l i c y ,  t rade ,  tour ism, and p o l i t i c s .

h. A s s i s t  Alaska bu s in e s s  in  p a r t i c i p a t i n g  in  overseas trade 
f a i r s  which provide a d i r e c t  l i n k  between buyer and s e l l e r .

i .  Develop a cata logue of  Alaskan products which can be d i s ­
played a t  trade f a i r s .  Spec ia l emphasis should be placed on 
p re sen t ing  products o f  sm a l le r  companies with l im t ied  t rave l  
budgets .
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j .  Undertake rever se  trade mi s s io n s  eand id e n t i f y  po ten t ia l  two 
and three-way j o i n t  venture oppor tun i t ie s  in  Alaska. Wes to* 
Europe contacts  need to be strengthened.

k. I d e n t i f y  trade lead s  through fo re ign  bu s in e s s  le ade r s  v i s i t ­
ing the s t a t e  ra the r  than depending on t r a d i t i o n a l ,  l e s s  
t ime ly  le ad s  such as those provided by the U. S. Department 
of  Commerce's Trade Opportunit ie s Program.

1. Provide bu s in e s s  people w ith  l e t t e r s  of  in troduct ion when 
they are t r a n s a c t in g  bu s in e s s  over sea s .

m. I n i t i a t e  an "Honorary Attache" program which u t i l i z e s  promi­
nent bu s in e s s  people who are  c u r r en t ly  invo lved in doing 
bu s in e s s  overseas  to help promote Alaska .
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IV. DEVELOPMENT OF AN EXPORT MENTALITY THROUGH EDUCATION

The Off ice  o f  In te rna t iona l  Trade needs to undertake promotion of 
. a n  export m en ta l i t y ' and  advocacy w i th in  Alaska . The o f f i c e  should 

i d e n t i f y  and work with pub l ic  o f f i c i a l s ,  bu s in e s s  l e a d e r s ,  
organ ized  labor  l e a d e r s ,  educators and s tuden t s ,  community organ­
i z a t i o n s  and the media, in order to promote the importance of 
i n t e rn a t io n a l  t rade .

RECOMMENDATIONS:

a. Use s tudents  from the In te rna t iona l  School of  Bu s in e s s ,  UAA, 
as  in t e rn s  to provide techn ica l  e x p e r t i s e ,  conduct marketing 
re sea rch ,  e t c . ,  fo r  small b u s in e s s e s  who are in t e re s t ed  in 
export ing .  Students  could rece ive  co l l e g e  c r e d i t s  for t h e i r  
in t e rn sh ip .  0

b. Conduct a s e r i e s  o f  seminars for  the pub l ic  and p r iva te
se c to r  on world economic t rends ,  marketing techn iques ,  export 
co n t ro l s ,  documentation, t ran spo r ta t ion  and export f inanc ing .

c .  Develop se lec ted  country , product and i s s u e  s p e c i f i c  seminars
conducted by people who are cu r r en t ly  engaged in export.  . 
Seminars should a l s o  inc lude :  tax  and f i n a n c i a l  cons ide ra ­
t i o n s ,  c u l t u r a l ,  p o l i t i c a l ,  l e g a l  and economic f a c to r s .

d. Embark on a program to educate the p r iv a t e  sec to r  in  the 
development o f  a marketable product, e s p e c i a l l y  in  the f i s h ­
ing  and t imber in du s t r y ,  on the importance o f  q u a l i t y  con t ro l .

e . Promote pub l ic a t ion  of  a r t i c l e s  on in te rn a t ion a l  trade in 
Alaska .

f .  Work with educators to f o s t e r  in t e rn a t io n a l  awareness among
s tuden ts  in  both the primary and secondary l e v e l .

g . P ub l i sh  a monthly new s le t te r  conta in ing  in formation on upcom­
ing  sem inar s ,  trade m i s s io n s ,  v i s i t i n g  fo re ign  bu s in e s s  per­
sons and general in formation on e x i s t i n g  export programs.

h. Work with the Governor's o f f i c e  to have one week designated
as  World Trade Week dur ing which a number of a c t i v i t i e s  could 
be held focus ing  on export a c t i v i t i e s  in  the s t a t e .

INTERVIEWEES

Richard M. Lenahan
Alaska D i s t r i c t  D irec to r
U.S. Fore ign and Commercial Serv ice

Sara S. Hemphil l ,  P re s id en t  
The Trading Company o f  Alaska
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IN T E R V IE W EE S  ( c o n t . )

Pa t  Owen, P re s id en t  
In te rn a t ion a l  Technology Ltd.
Anchorage, AK

Dr. John Choon Kim, Chairman 
In te rna t iona l  Bu s ine s s  Management School 
Un ive r s i ty  o f  Alaska

Bradley T. Jones ,  D irec tor  
Port o f  Anchorage

Loren H. Lounsbury, Commissioner
Department o f  Commerce and Economic Development

Wayne K. Beckworth, D irec tor  
Anchorage Chamber of  Commerce

Richard A. Lyon, P re s id en t  
Alaska World Trade Corporation

Steve Hasagawa, Sen ior  Vice P re s id en t  
National Bank of  Alaska

Jim Branson 
Execut ive D i rec to r  
North P a c i f i c  F i s h e r i e s  Resource 

Management Council

Char les  R. Webber, P re s id en t  
Char le s  R. Webber & A ssoc ia te s  
Resource Development Counci l 
Anchorage, AK

James Wiedeman 
Off ice of En te rp r i s e
Department o f  Commerce and Economic Development 
Anchorage, AK

Don Dickey , D irec to r  
D iv i s io n  o f  Tourism
Department o f  Commerce and Economic Development

Greg Baker 
Deputy Commissioner
Department o f  Commerce and Economic D e v e l r  v n t  

Larry Gagnon
Information Serv ice  Manager
Department o f  Trade and Economic Development
S ta te  o f  Washington
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IN T E R V IE W E E S  ( c o r r t . )

Bob-Hamms *
Manager, Market Research 
Trade Development 
Port  of S e a t t l e

Guenther Conradus 
P re s id en t  
Applied Economics 
S e a t t l e ,  WA

J .  W. Howe
Regional Manager Alaska/Southwest 
Port  of S e a t t l e

James Johnson
Sen ior  Vice P re s id en t ,  Pub l i c  A f f a i r s  
Alaska A i r l i n e s

Robert F. Sebas t ion ,  P re s id en t  
Export A s s i s t ance  Center o f  Washington

Paul M as t i l a k ,  D irec to r  
Domestic and In te rna t iona l  Trade D iv i s io n  
Department of Trade and Economic Development 
S ta te  of Washington

Dennis Fusco 
Economist 
R a in ie r  Bank 
S e a t t l e ,  WA

Jim Schone
Manager, Trade and Transporta t ion  
Greater S e a t t l e  Chamber o f  Commerce

Megan McDonald 
Vice P re s id en t
Washington Council on In te rna t iona l  Trade

Donald Swisher and Steve Johnson 
Garvey, Schubert , Adams and Barer 
S e a t t l e ,  WA
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EXPORT DEVELOPMENT AUTHORITY: AN ASSESSMENT FOR ALASKA
c

Based on the research conducted by the Off ice  o f  In te rna t iona l  Trade, 
the Off ice of En te rp r i s e  and the U. S. Department of  Commerce, model 
l e g i s l a t i o n  for an export f i n an c in g  au tho r i ty  was developed, based on 
the I l l i n o i s  Export Development Authority . This  model was presented 
to f i n a n c i a l  and economic development exper t s  i n  Alasxa fo r  a n a l y s i s  
( the previous sec t ion  con ta in s  a synops i s  of  the meet ing ) .  From a l l  
the data co l l e c t ed  and the e xpe r t s '  a n a ly s e s ,  the export f inanc ing  
au tho r i ty  l e g i s l a t i o n  was found to be inappropr ia te  fo r  Alaska fo r  the 
fo l low ing  three reasons:

1. Cost : The c o s t  o f  implementing the model l e g i s l a t i o n  i s  very
high -  $650 ,000  fo r  e s t a b l i s h i n g  the program and market ing the 
f i r s t  s e r i e s  of o b l i g a t i o n s  ( I l l i n o i s  e s t im a t e s ) ,  in  add i t ion  to 
$ 1 .4  m i l l i o n  needed fo r  r e s e r v e s ,

2 . Const i tuency : The post  export f in anc ing  proposed in the model 
l e g i s l a t i o n  i s  id ea l  fo r  a manufactur ing company with payback 
per iods of three y e a r s  or longer .  Alaska has very few, i f  any, 
companies invo lved in these  types o? t r a n s a c t io n s .

In add i t ion ,  in order to obta in  pre or postexport f in anc ing  from 
the proposed a u th o r i t y ,  the Alaskan company must have a d i r e c t  
con t rac t  with a fo r e i g n  buyer . Most Alaskan producers do not s e l l  
d i r e c t l y  to a fo re ign  buyer -  i n s t e ad ,  there are two or more 
t r an s a c t io n s  between the producer and the fo re ign  end u ser .  This 
requirement,  th e r e fo re ,  w i l l  reduce the number o f  Alaskan com­
pan ie s  b en e f i t i n g  from the au tho r i t y .

o3. E s t ab l i s h ed  I n s t i t u t i o n s : Alaska a l ready  has an e s t a b l i s h e d  bond­
ing i n s t i t u t i o n ,  AIDA, which could be-modif ied to s a t i s f y  the - 
working c a p i t a l / i n f r a s t r u c t u r e  f in an c in g  needs of  the exporting 
community in  A laska .  The Alaskan banks are a l ready  geared to pro­
vide l e t t e r s  of c r e d i t  to expor te r s .  By u t i l i z i n g  these  e s t a b ­
l i s h e d  i n s t i t u t i o n s  in s t e ad  of  dup l i c a t in g  them with the Export 
Development Author i ty ,  the S t a t e  of Alaska could focus i t s  
resources on s e r v i c e s  th a t  are not as  e a s i l y  a v a i l a b l e  such as 
a t t r a c t i n g  venture c a p i t a l  to the s t a t e .
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APPLICABILITY OF ILLINOIS MODEL TO ALASKA"'

’ Dan Dixon, D i r e c to r ,  O ff ice  o f  In te rna t iona l  Trade, convened a 
meeting in Anchorage to d i s c u s s  the I l l i n o i s  model and i t s  
a p p l i c a b i l i t y  to A laska .  The attendees were:

Greg Baker, Deputy Commissioner, Department o f  Commerce and 
Economic Development

o

Terry E lder ,  Deputy Commissioner, Department o f  Commerce and 
Economic Development

Pa t  LeDcnne, Consu ltant

Steve Hasagawa, National Bank of  Alaska

Dave Rose, Execut ive D i rec to r  of  the Alaska Permanent Fund

John R ingstad ,  L e g i s l a t o r

Dan Dixon, D i r e c to r ,  Off ice  o f  In te rna t iona l  Trade 

Mary Fleming,  A s s i s t a n t  to D i r e c to r ,  Off ice  o f  In te rna t iona l  Trade 

The m ee t ing ' s  agenda focused on the se  i s s u e s :

1. I s  there c u r ren t ly  a market demand or cons t i tuency  in  Alaska fo r
e s t a b l i s h i n g  an export f in an c in g  author i ty?

The consensus was:

Alaskan i n t e r e s t  in  in t e rn a t io n a l  trade i s  ev ident through 
ex ten s ive  media coverage ,  an in c r e a s in g  number of bu s in e s s  ; 
i n q u i r i e s  to the Department, of  Commerce and Economic Devel­
opment's advocacy o f f i c e s ,  and a 20% inc rea se  in .e xpo r t s  over 
l a s t  y e a r .

S ince  s t a t i s t i c s  on the number and s i z e  o f  exporter s  in 
Alaska have not y e t  been compiled ( to  be completed in June 
1 9 8 6 ) ,  a nonnumerical approach to e s t ima t ing  the Alaskan 
demand fo r  an Export Development Authori ty would have to be 
taken.

A determinat ion needs to be made a s  to what type o f  f inanc ing  
Alaskan f i rms need and the b e s t  f i n a n c i a l  to o l s  to s a t i s f y  
these  needs.

All pre sent agreed th a t  Alaskan f i rms need t h r j e  "ypes of  
f in anc ing  — pos texpor t ,  working c a p i t a l  (preexport f i n an c ­
in g )  and venture c a p i t a l .  These three opt ions were de ta i led  
as  fo l lows:
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Postexport f inanc ing  -  S ince most Alaskan exports  are non­
durable goods, l e t t e r s  of c r e d i t ‘With o n - s i t e  terms are  th<- 
most common form of export payment. Since the fo re ign  bank 
guarantees  payment, the r i s k  o f  the fo re ign  company d e f a u l t ­
ing (commercial r i s k )  i s  minimal, making a l e t t e r  of c r ed i t  
an e f f i c i e n t  f in an c in g  form. At l e a s t  two Alaskan banks , 
maybe th ree ,  are  i s s u i n g  and accept ing l e t t e r s  of  c r e d i t .

Working c ap i t a l  -  I f  the borrower has s u f f i c i e n t  c o l l a t e r a l ,  
working c ap i t a l  i s  a v a i l a b l e  through the banking system. The 
f in a n c i a l  experts  on the panel b e l i e v e  th a t  many Alaskan 
f i rms do not have enough c o l l a t e r a l  to o f f s e t  t h e i r  f i n a n c i a l  
needs. (Debt - toequ i ty  r a t i o s  in  Alaska are  normally much 
h igher  than in the Lower ' 4 8 . )

Venture c ap i t a l  - Often an Alaskan bu s in e s s  needs not only 
preshipment f in an c in g ,  but preproduction f in anc ing  as w e l l .  
Before the f irm rece ive s  even the f i r s t  s a l e ,  i t  needs to 
obta in  f inanc ing  to l e a s e  equipment, pay s a l a r i e s ,  fund 
marketing e f f o r t s ,  or  b u i ld  roads. In other words, Alaska 
needs venture c a p i t a l  - which i s  not easy to obta in  s ince  
Alaskan banks do not normally perform t h i s  very r i s k y  
funct ion .

2 . I f  Alaska e s t a b l i s h e d  an export f inanc ing  au thor i ty  modeled a f t e r
the I l l i n o i s  Export Development Authority would i t  address  the .
f i n a n c i a l  needs of i t s  b u s in e s s  community?

o

The consensus was:

The a p p l i c a b i l i t y  of the I l l i n o i s  export development 
au tho r i ty  to Alaska i s  in f luenced  by the mu l t ipa r ty  t r a n s ­
a c t ion s  often invo lved in Alaskan exports and the longer 
payback period invo lved in  manufactured products as opposed 
to re sources .

Many Alaskan producers do not s e l l  d i r e c t l y  to a fo re ign  
buyer, in s tead  there are two or more t r an sa c t io n s  between the 
producer and the fo re ign -end  u se r .  In order to obta in 
f in anc ing  from an export development au tho r i ty ,  the Alaskan 
producer must have a d i r e c t  contract  with the fo re ign  buyer. 
Due to t h i s  r e s t r i c t i o n ,  the I l l i n o i s  Development Authority 
model would not be ab le  to a s s i s t  Alaskan companies whose 
in te rn a t ion a l  s a l e s  are  by mu lt ipar ty  t r a n s a c t io n s .

As a i f a c tu r in g  s t a t e ,  products from I l l i n o i s  often have a 
very long payback per iod ,  three y e a r s  or more, and a h igher ,  
chance of d e f a u l t  by the buyer. Export f in anc ing  a u t h o r i t i e s  
are appropriate  for  these  t r an sa c t io n s  because o f  the long 
payback period needed fo r  postexport f in anc ing .  The ma jor i ty  
of A la ska ' s  expor t s ,  however, a re  nondurable goods and are 
paid for upon r e c e ip t  by l e t t e r  of  c r e d i t .  As such, an 
export f in anc ing  au tho r i ty  in  Alaska would not have the 
volume of bu s in e s s  fo r  postexport f in anc ing  th a t  w i l l  
ch a r a c te r i z e  the I l l i n o i s  au tho r i ty .
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3 . What type of  f in anc ing  a id  ( d i r e c t  lo an s ,  guarantees ,  s u b s id i e s ,  
in su rance ,  counse l ing  s e r v i c e s ) ,  i f  any, should be provided to 
s t im u la te  in t e rn a t io n a l  t rade in  Alaska?

The consensus was:

The s t a t e  should develop a matr ix  of  s e r v i c e s  which w i l l  
address  the unique problems Alaskan b u s in e s s e s  f a c e .  This  
matr ix  should inc lude working c a p i t a l  funding, adm in i s t ra t ion  
of  FDIC's Umbrella Country Risk p o j i c y ,  promoting venture 
c a p i t a l  oppo r tun i t ie s ,  and counse l ing  s e r v i c e s .

In order to address the mu l t ip a r ty  t r an sac t ion  and the high 
r i s k  problems a s so c ia t ed  w i th  inexper ienced Alaskan b u s i ­
ne s se s  en ter ing  the i n t e rn a t io n a l  market, the Alaska Indus­
t r i a l  Development Authority (AIDA) should be augmented to 
inc lude a f in an c in g  mechanism to provide guaranteed funding 
fo r  working c a p i t a l .  AIDA i s  e s p e c i a l l y  su i ted  for  t h i s  ro le  
s in ce  i t  a l ready has bond r a t i n g s ,  performs t h i s  funct ion 
domes t ic a l ly ,  and has the a dm in i s t r a t i v e  mechanisms fo r  t h i s  
a c t i v i t y  in  p lace .  L e g i s l a t i v e  d i r e c t io n  i s  needed to focus 
the agency on export a c t i v i t y  and to appoint  new board 
members with in t e rn a t io n a l  e x p e r t i s e .

P o l i t i c a l  d e f au l t  in surance i s  d i f f i c u l t  to obta in  for a 
small export order . The small to medium s i z e  exporters  do . 
not turn over enough volume i n d i v i d u a l l y  to tap in to  the 
Fore ign Cred i t  Insurance A s so c i a t io n ' s  (FCIA) country r i s k  
in su rance .  The s t a t e  c.an a s s i s t  these small exporters  by 
a c t in g  as an adm in i s t r a to r  for  FCIA.

Alaskan i n d u s t r i e s  need venture cap i t a l / equ i ty -  funds . Two 
sources of funding could be fo re ign  j o i n t  ventures and 
s t a t e /n a t io n a l  pension funds.  The s t a t e  needs to tap Europe, 
a s  wel l  as the Or ient ,  for  investment c a p i t a l .  The S ta te  
should research these  markets and provide contac t s  for  • 
Alaskan companies. Another innovat ive  idea i s  to tap the 
s t a t e /n a t io n a l  pension funds as sources of  venture c a p i t a l .
A con su l tan t  with e x p e r t i s e  in t h i s  area should be h ired  to 
ana ly ze  t h i s  p o s s i b i l i t y .

F in anc ia l  counse l ing  s e r v i c e s  are  a n e c e s s i t y  to s t im u la te  
in t e rn a t io n a l  t rade .  The s t a t e  could a s s i s t  companies in 
preparing loan packages fo r  banks,  SBA's revo lv ing  l i n e  of 
c r e d i t  (up to $1 m i l l i o n )  or  Ex-Im Bank 's  working c ap i t a l  
guarantee program (between $1 m i l l i o n  and $5 m i l l i o n ) .

In conc lu s ion ,  the panel found th a t  s t im u la t in g  in t e rn a t io n a l  t rade 
development of  small to medium s i z e  f i rm s in  Alaska i s  a mu l t i f a ce ted  
t a s k .  Alaskan companies need a s s i s t a n c e  in  ob ta in ing  working c a p i t a l ,  
venture c a p i t a l ,  p o l i t i c a l  r i s k  in su rance ,  and counse l ing  s e r v i c e s .  A 
matr ix  system u t i l i z i n g  the Alaska I n d u s t r i a l  Development Author ity ,  
the Department of  Commerce and Economic Development, and va r iou s  other 
federa l programs was found to be more appropr ia te  fo r  Alaska than an 
Export Development Authority modeled a f t e r  the I l l i n o i s  program.
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Recent developments, and a review of efforts to curb mixed credits David M. Cheney

Export competitiveness is a major issue 
for countries seeking to expand economic 
activity through exports, and especially for 
countries saddled with large external pay­
ments deficits. Many elements affect export 
competitiveness, including prices and ex­
change rates, quality and technical sophisti­
cation, marketing, servicing, and tax and legal 
considerations. But financing arrangements 
for exports, particularly the long-term financ­
ing of large-scale and expensive manufactured 
items, carry a lot of weight because of their 
high visibility to potential buyers, and the 
importance of such arrangements to devel­
oping countries concerned with restraining 
the growth of their external debt.

Export credits are a significant component 
of financial Sows to developing countries. Net 
disbursements under officially supported and 
guaranteed export credits by countries that 
are members of the O E C D ’s Development 
Assistance Committee amounted to S7.6 bil­
lion in 1983, and accounted for 8 percent of 
the total flows to developing countries in that 
year. Export credit agencies in industrial 
countries either provide credits directly to 
importers in developing countries (through 
such mechanisms as direct credits, refinanc­
ings of commercial credits, and interest rate 
subsidies) or guarantee commercial bank or 
supplier credits. Agencies that provide direct 
financial support try to maximize the com- 
peutiveness of their longer-term export fi­
nancing within the limits prescribed by pru­
dent nsk analysis and by several international 
accords. Foremost among these accords is 
the Arrangement on Guidelines for Officially 
Supported Export Credits, established in 1978

donor view of subsidized financing as unde­
sirable is implicitly accepted in the toil owing 
discussion.)

The Arrangement, which is aiftered to by 
the 22 members of the OECD Group on 
Export Credits and Credit Guarantees (and 
excludes Iceland and Turkey), was strength­
ened significantly in 1983. The new provisions 
sharply reduced the scope for export finance 
subsidization by the major industrial coun­
tries— a long-standing source of friction among 
them. Subsequently, however, contention has 
arisen over the growing practice of mixing or 
linking modest amounts of concessional aid 
funds with traditional export finance in the 
financial packages offered to potential buyers 
in developing countries— these packages re­
ferred to as "mixed" credits, a fonn of “tied- 
aid” or “associated financing" (see box). This 
practice is subject to only limited regulation 
under the OECD  Arrangement.

Mixed or tied-aid credits have an explicit 
development aid component, and provoke 
particularly important questions about their 
effectiveness and efficiency in financing de­
velopment Critics of tied-aid credits cue the 
distortion they create in both trade rtows and 
development assistance by diverting scarce 
foreign aid funds meant for poorer countries 
to support commercial export sales, typically 
in the more advanced developing countries. 
Advocates, however, contend that tied-aid 
credits reduce the cost to developing coun­
tries of projects with a high developmental 
content, and stretch the development impact 
of scarce foreign aid funds. Proponents also 
argue that such credits enable poor countries 
to attain access to needed imports, partial-

under the auspices of the Organization for 
Economic Cooperation and Development. The 
Arrangement sets minimum allowable interest 
rates, minimum required cash downpay­
ments, and maximum repayment terms on 
officially supported credits of two years and 
oven these are designed to limit competitive 
subsidization of export financing by OECD  
governments, so that exports compete on 
the basis of nonfinancing elements. (The
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larly when commercial flows to them have 
been reduced.

The Arrangement circumscribes the level 

of export credit subsidy by limiting repayment 
terms and setting a floor for fixed interest 
rates on medium- and long-term government- 
supported export credits with a maturity of 
two years or longer. Its adherents have also 
been concerned with improving “transparency 
and discipline’’ in the extension of tied-aid 
credits. Proposals have been put forward for 
stricter notification procedures— whereby an 
OECD  member offering a tied-aid credit must 
notify others in advance, to afford them a 
better chance to respond in kind, and— more 
generally— to discourage this practice. Other 
proposals have aimed to tighten discipline by 
raising the minimum permissible “grant ele­
ment" of tied-aid credits so as to restrict their 
use in financing commercial export sales.

The April 1985 meeting of the OEC D  
Ministerial Council achieved progress on both 
transparency and discipline. The session con­
cluded with an agreement to reinforce ad­
vance notification and consultation procedures 
for countries offering tied-aid credits, and to 
increase to 25 percent (from 20 percent) the 
minimum allowable giant element for such 
transactions.

The Arrangement

The O E C D  Arrangement of 1978 suc­
ceeded a looser 1976 “consensus” that sought 
to harmonize official export credit practices 
and reduce the level of subsidy so that trade 
decisions would be based mainly on nonfi­
nancing considerations.

As well as setting floors on interest rates 
and ceilings on the repayment terms of tra­
ditional export credits, the Arrangement stip­
ulates the minimum cash downpayment re­
quired, and the allowable government support 
for local costs (costs incurred in the importer's

country that are associated with the export 
transaction), as provided for in the original 
consensus. Cash downpayments must be at 

least 15 percent of export contract values, 
with official support limited to insurance and 
guarantees against the usual pre-credit risks. 
Official support for local costs— direct financ­
ing or insurance— must not exceed the down­
payment and may not cany terms more 
favorable than the export credit to which it 
is related; local-cost support for buyers in 
high-income countries is limited to insurance 
or guarantees.

Mo di f i ca t ions ,  1 9 8 3

The Arrangement is not legally binding in 
the sense of an international treaty and has 
had a history of rather uneven cooperation. 
In its original form it had a number of weak­
nesses. The most important of these was the 
difficulty of adjusting the minimum allowable 
interest rates. The Latter varied, together 
with the maximum repayment period, ac­
cording to the income level of the importer’s 
country, with the most concessional terms 
reserved for the poorest borrowers. The 
minimum allowable fixed rates could be in­
creased only by unanimous agreement on a 
new set of rates— usually after difficult and 
protracted negotiations. The result was that 
in the iate i970s and early 1980s, the budg­
etary burden of subsidies for export credit 
swelled to enormous levels in several indus­
trial countries, which had promoted exports 
by offering export credit rates at the Arrange­
ment minimums, but needsd to pay higher 
intermit costs to obtain funds in the market 
to sustain these credits. For example, in 1982 
goven-nent bond rates averaged 15.6 per­
cent in France and 12.9 percent in the United 
Kingdom, while the minimum allowable rate 
specified in the Arrangement was at 10 per­
cent for credits to most developing nations.

One estimate suggests that in the early 1980s 
export credit subsidies were costing taxpay­
ers in industrial countries about $5 btilion a 

year, because of the large spread between 
the rates at which export credit agencies 
borrowed and relent funds. Beneficiaries were 
buyers in developing countries who were able 
to finance imports at much lower than com­
mercial interest rates, and exporting firms, 
which enjoyed increased sales and profits.

A  second weakness of the Arrangement 
was that its minimum allowable tending rates 
for government-backed credits (which ent ’̂ 
direct government financing rather than 
surance) applied to lending in all cunencies, 
even those of countries whose market inter­
est rates were below the minimum Arrange­
ment rates. This had the effect of penalizing 
lending countries whose policies resulted in 
lower market interest rates.

Largely because of the fiscal pressures 
exerted by the high budgetary cost of export 
finance subsidies, participants modified the 
Arrangement in 1983 to address both of these 
problems. A formula was adopted whereby 
minimum interest rates would be adjusted 
regularly and automatically in line with move­
ments in market rates. The formula provides 
for the adjustment of minimum rates on 
January 15 and July 15 each year, if the 
weighted average of the long-term govern­
ment bond yields for the five currencies 
constituting the SDR valuation basket has 
moved by at least 50 basis points (Le., Vi of 
1 percent) in either direction from the level 
of the previous adjustment. The latest ad­
justment, effecuve July 15, 1985, maintained 
the interest rate minimums set on January 
15, 1985 (see table) as the decline in the 
weighted average SDR interest rate did not 
change by at least 50 basis points.

In addition, the participants in the Arrange­
ment adopted individual formulas— subject to 
periodic review— for currencies where mar­
ket interest rates were below the Arrange­
ment minimums. In these instances, market- 
related "commercial interest reference rates" 
serve as the minimum allowable official lending 
rates. In most cases, the reference rates are 
calculated by adding a margin above the 
monthly average government borrowing costs 
of five-year, fixed-rate funds, plus a 0.2 
percent mark-up, and are adjusted monthly. 
Reference rates are in effect for a number of 
currencies, including the Japanese yen, the 
deutsche mark, and the Swiss franc, which 
are heavily used, for export finance.

Linking the Arrangement minimums to 
market rates has, in principle, served to 
eliminate direct subsidies on interest rates 
for official credits to industrial countries—  
whose minimum allowable rates more closely 
approximate market rates— and to reduce 
significantly the subsidies to developing coun­

Financ ing for export promotion

Then a rt a number o f woyf w  tfhich financing am  bt provided—fo r the purpose o f uport 
promotion—cn terms that a n  so/Ur than fa r traditional export credits; These inctudet'

Tied-aid ged its are broadly defined as aid credits provided for development purposes with - 

procurement tanked to the daoor country; aid is “unaed" when procursrKnt may be undertaken 
i t  least in ill OECD countries and developing countries.

Associated financing transactions, a more narrowly defined concept, combine two or mare 

of the following: 1) QDA with a  grant element of at least 25 percent; 2) other nffirial flows— 

except ae in Hem 3 —with a grant element of at least 20 percent; and 3 ) officially supported 

export credits, or other funds i t  or pear market term*.

Mixed credits are a kind of tied-aid credit or financing that combine funds partly
from punbe sources and partly from pnvite sources.

The grant element of a credit I t  the measure o I concessionality of an officially supported 
credit, expressed u  a  percentage, u  denned by the OECD Development Assistance 

Committee. In essence, it is the difference between the interest rate of the credit and the ' 

market rate and the length of time the funds are available to the borrower; - ......... ..
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tries; The minimum rates are not always 
observed, however, and the level of subsi­
dization still grows when market rates rise 

between the semiannual adjustments of the 
minimum allowable interest rate3. Moreover, 
the minimum rates may still be highly conces­

sional when credits are extended in weaker 
currencies or where domestic market rates 
are well above Arrangement minimums.

The Arrangement continues to be limited 
in several other ways. It does not, for ex­
ample, cover several important economic 
sectors— notably agriculture, civilian aircraft, 
and military hardware— although separate ne­

gotiations on these are under way. (Sectoral 
agreements on ships, nuclear power plants, 
and aircraft are in effect.) Nor does the 
Arrangement cover certain auxiliary forms of 
protection for exporters, including insurance 
against inflation (or "cost escalation") and 
fluctuations in exchange races— forms of pro­
tection that tend to blur the distinction be­
tween insurance and direct financial assistance.

Tied-aid cred its

Once the automatic adjustment of Arrange­
ment rates was agreed upon in 1983, the 
focus of negotiations shifted to tied-aid cred­
its. Under the recently amended Arrange­
ment, aid funds may be mixed with export 
credit only when the overall grant element 
of such mixed financing packages is at least 
25 percent (forcing a minimum aid compo­
nent). The use of more concessional (e.g., 
with grant elements exceeding 25 percent) 
tied-aid credits has, however, become wide­
spread. Particularly controversial is the use 
of tied-aid credits for major export contracts 
to the financially stronger developing coun­
tries (which require less concessional funds), 
where the concessional element enables the 
exporter to gain commercial advantage over 
competitors from other countries.

The proportion of tied-aid a  edits in total

world trade and aid remains quite limited, and 
indeed the volume of actual tied-aid credit 
commitments has reportedly declined in re­

cent years. The O E C D  puts the volume of 
associated financing commitments at $2.0 

billion in 1983 and in 1984— compared with 
$4.6 billion in 1982. (The significance of these 
figures, however, may be understated owing 
to the large dollar appreciation in 1983-84 
that reduces the dollar equivalent of these 
flows.) Associated financings are estimated 
to account for only about 6 percent of officially 
supported export credits to developing 
countries.

Nonetheless, pressure for increased as­
sociated financing seems generally to be 
mounting, and there was a sharp rise in 1984 
in the volume of tied-aid credit offers. Tied- 
aid credits are highly attractive as an export 
marketing device since the terms on the 
concessional part can be very generous—  
with grace periods that can reach 15 years, 
maturities as long as 30 years, and nominal 
interest rates as low as zero percent Con­
sequently, new associated finance credit 
schemes have been adopted— or budgetary 
allocations for their extension increased— in 
nearly all O ECD  countries and the number 
of offers has risen considerably. Furthermore, 
there is some concern that the incidence of 
the practice is understated, since many similar 
types of financial offers are not technically 
considered tied-aid credits.

Another reason behind the increase in tied- 
aid a  edit offers is that in recent years many 
developing countries have been unable to 
accept financing on purely commercial terms. 3 ' 
The sharp cutback of new investment projects 5 
in many heavily indebted countries has inten­
sified competition in financing offers for export 
contracts to developing countries in financially ~ 
sound condition. Moreover, the tightened I  
Arrangement rules on minimum allowable * 
lending rates may have encouraged greater

recourse to tied-aid credits as a competitive 
tool in extending official support to exports, 
especially for products faring weak demand.

France has long been the major user of 
tied-aid credits, although Italy, Germany, and 
some smaller European countries have oc­
casionally extended them for special programs 
generally restricted to poorer developing 
countries. The United States, the most vocal 
opponent of tied-aid credits, has made several 
mixed credit offers to date— only one of which 
has been accepted. The outlook for additional 
US offers is not bright— notwithstanding a 
tied-aid credit program authorized in Novem­
ber 1983 to counter foreign offers and rising 
domestic pressures in Cavor of them— as it 
depends mainly on the lending authorny granted 
by the US Congress for the Export-Import 
Bank (more immediately, for fiscal 1986), and 
also on the availability of limited aid funds 
that can be used for this purpose.

O E C D  member countries remain divided 
over the desirability of tied-aid or associated 
finance credits. At a December 1984 meeting 
of the O ECD  Export Credits Group, the 
United States proposed that tied-aid credits 
containing a grant element of less than 50 
percent be considered purely commercial and 
thus be subject to the Arrangement mini­
mums. The member countries of the Euro­
pean Community offered a counterproposal 
to improve transparency further by broad­
ening the definition of tied-aid credits and 
strengthening the notification rules. The Eu­
ropean Community subsequently indicared a 
readiness to raise the minimum grant element 
for tied-aid credits from 20 to 25 percent. 
This compromise was accepted at the April 
1985 Ministerial session, at which participants 
also agreed to tighten notification and con­
sultation procedures along the lines proposed 
by the EC. The tightening was achieved by 
requiring that offers of tied-aid credits with 
grant elements of between 25-50 percent be 
subject to 20-day prior notification, and by 
instituting a procedure of face-to-face con­
sultations where there is heavy competition 
in tied-aid credit offers. A  study by the OE C D
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Secretariat, lo be completed by September 
30, 1985, will, according to a communique 
issued at the conclusion of the OECD  Nlin- 

isterial Council, permit prompt implementa­
tion of measures to enhance transparency 
and discipline.

The OECD  Development Assistance Com­
mittee has also long been concerned with this 
issue. It adopted in June 1983 "Guideline 
Principles for the Use of Aid in Association 
with Export Credits and Other Market Funds." 
The aim of these guidelines, which are not 
legally binding, is to limit the risk of distorting 
trade and aid flows, by limiting the use of 
associated financings to transactions that pro­
mote priority development objectives in re­
cipient countries. In addition, credit term3 
are to be tailored to the economic situation 
and developmental stage of the recipients, 
v.tri strict restraint on the use of concessional 
aid funds for the financially stronger countries. 
Experience suggests that the guidelines may 
be too general to have major impact on 
associated finance practices. Nevertheless, a 
recent assessment by the DAC indicates that 
some members have stepped up efforts to 
ensure that associated financings are used 
more for projects having developmental prior­
ity: the review also reveals that the share of 
bilateral OD A used for associated financings 
in stronger developing countries has declined 
to less than 1 percent Considerable progress 
has been achieved in improving the transpar­
ency of associated financings according to the 
DAC, with new reporting routines estab­
lished, more clearly understood definitions, 
and more prompt and complete reporting of 
data.

C o n c lu s io n

It can be argued that any increased use of 
tied-aid credits diverts scarce, highly conces­
sional foreign aid funds from the poorest 
developing countries to higher-income de­
veloping nations, and from projects to meet 
basic human needs toward more capital-in­
tensive sectors, which account for a large 
part of tied-aid credits. For donors, tied-aid 
credits represent a very costly means of 
export promotion.

Whether the recent modifications will sat­
isfy the United States’ and several other 
industrial countries’ desire for more significant 
curbs on tied-aid credits remains to be seen, 
and it is certain that negotiations will continue 
at their usual slow pace. The achievement of 
automatic adjustment of OE C D  Arrangement 
rates to market levels, however, certainly 
demonstrates that breakthroughs in OE C D  
export credit negotiadon3 are possible— es­
pecially when a particular practice has spread 
to the point where it is extremely costly and 
offers no single donor country a clear com- 
petiuve edge. 6 D

A review of the role of private agencies and 
voluntary organizations in the development process 

and the Bank’s cooperation with NGOs

Vittorio Masoni

I^ongovemmental organizations operate 
under different names and different guises in 
both developed and developing countries (see 
box on their nomenclature.) Their work is 
parallel and often quite complementary to that 
of official development agencies. They are 
traditionally known for their humanitarian, 
relief activities: they move quickly to the 
front lines when an emergency arises, be it 
famine, forced migration, or a natural or man- 
made disaster. Less appreciated, but no less 
important, is N G O work in socioeconomic 
development, from village-level production 
projects to involvement in country develop­
ment policies as the "voice of the poor and 
of the under-represented." In addition, as a 
"coalition of consciences,’' "global think tanks," 
"do-gooders" or the "independent sector," 
as they are referred to in a variety of contexts, 
NGOs seek tn .uze the public in industrial 
countries to .orth-South interdependence, 
and urge more generous development as­
sistance.

In spite of the heterogeneity of NGOs, two 
themes run throughout their development 
work: (1) self-reliance:  people can do much 
to help themselves (or help others) without 
government intervention or support from aid 
agencies: (2) people's participation: people are 
the protagonists of development. People have 
to be associated with development planning 
and implementation, and must be given free­
dom to operate in areas that the government 
cannot effectively reach. Even the best de­
velopment blueprint will not improve the lot 
of the poor, unless the intended beneficiaries 
understand it and support it.

The current worldwide search for ways 
to make optimal use of very scarce resources 
and stimulate broad-based development makes 
it very timely for economic development 
agencies to take stock of N G O  development 
activities and thinking, and strengthen collab­
oration among public and private insutuuons 
engaged in promoting growth with social 
equity. Private philanthropy and self-help as­
sociations have a long history and, in fact, 
predate development agencies. Tbe latter 
have long endeavored to set up collaborative 
relations with NGOs, particularly since the 
1960s. These relations have been inspired by 
an ideological blueprint, such as helping a 
newly independent country to develop a plur­
alistic society (a view widespread in the 
United States) or advance social democracy 
(a motivation common in Europe, particularly 
among Scandinavian countries). Pragmatic 
considerations have prevailed with aid agen­
cies that look at NGOs in a functional way, 
that is, as more efficient conduits for devel­
opment inputs. Some relationships have been 
structured through specialized institutions and 
procedures: for instance, the European Com­
munity and most bilateral aid agencies have 
substantial programs for N G O  projects. The 
World Bank cames out a policy dialogue and 
operational cooperation with NGOs (see dis­
cussion below.)

The wide variety of NGOs and of country 
situations has so far discouraged comprehen 
sive research on NGOs. A small body of 
analyucal material is becoming available from 
the OE C D  Development Assistance Com­
mittee, development agencies, and academia
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A case for export credit subsidies
Kenneth Taylor 
l.ondon

The recent reconstruction o f the export credit Consensus offers the hope of avoiding 
repeated conflicts between participants; but objective analysis o f the case for some 
limited subsidy element would also be helpful

International agreement on official export credit 
practices that are fair and prudent can be important 
both in supporting free trade policies and in averting 
over-indebtedness. The recent rescue from the brink 
of collapse of the O E C D  Consensus on export credits 
in its new and improved form inspires hope of an end 
to the ideological confrontations on this front that had 
introduced damaging uncertainties into the conduct 
of international trade. But the two main improve­
ments —  aligning the interest rate matrix with 
movements in the special drawing right (SDR) 
borrowing rate and the identification of appropriate 
levels for official support in low interest rate 
currencies (LIRCs, those whose domestic commercial 
rates are at any time below the matrix level) —  are 
largely untested in practice and will not be free from 
technical disputations in future. And there are still 
some who see these changes as but another step 
towards a total ban on official export credit subsidies, 
and others who either reject or hesitate about such a 
view.

The general arguments against such subsidies can 
be made as persuasively as against subsidising 
anything, and need no rehearsing. However, the risk 
of further confrontations between Consensus partici­
pants might be reduced if, in the lull after the recent 
Morm, the case for some particular and limited 
measures of export credit interest rate subsidy were 
objectively analysed. The widely differing structures 
and practices amongst the participating official 
agencies —  reflecting national diversities of indus­
trial, financial, governmental and historical factors —  
have tended to cloud analysis in the past; and this 
article attempts to explore this case, with some related 
suggestions for further improvement in the Consen-

Kenneth Taylor retired last October os head o f the UK Export 
v tuliis Guarantee Department. This article is drawn from 
personal experience in dealing with the Consensus in recent years 
I'm does not purport to represent the policy o f  the British 
Cm eminent.

sus. If there can be firm and general acceptance of 
certain grounds for subsidising export credits, each 
government should be able more easily to identify 
whether it is in its own interests at any one time to 
avail itself of them, and to adopt a consistent attitude 
towards the practical effects when others do so.

P o s i t i v e  h e lp
International trade is generally accepted as 

beneficial —  division of labour, spur to efficiency, 
brotherhood of man, and so on. Recognising that it 
nevertheless * faces many impediments not 
encountered in domestic business, most major trading 
countries have set up export credit agencies to help, 
in a positive rather than a simply neutral manner: in 
the case of the U K  Export Credits Guarantee Depart­
ment (E C G D ) there is a clear statutory remit to 
‘encourage’ exports. Such help traditionally consists 
of insuring exporters against risks of non-payment 
and of filling gaps in national financial systems wiih 
resources adequate to sustain export credit terms 
meeting the accepted customs of trade in particular 
classes of business and markets. Further, where the 
interest cost of financing credit terms becomes a 
significant factor in total contract prices, that is where 
medium or long-term credits are involved, the 
benefits to the smooth flow of international trade of 
having a fixed rate of interest throughout the life of 
the individual contract have become discernible, in 
that all parties can thereby feel more secure against 
developments outside the control of any of them.

For example, if the interest rate of the credit (which 
may not necessarily be in the national currency of the 
exporter m the importer) is left to float commercially, 
a substantial uiifoiesrcn rise during th:* life of a 
contract could cause crippling loss to, or curtailment 
of deliveries by, an exporter who has quoted a fixed 
price: or, if he has negotiated an escalation clause 
covering the eventuality, he might nonetheless have 
to agree to his hard-hit buyer reducing the scale ofhis
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EXPORT CREDIT

order or prolonging the repayment period if default is 
to be avoided. The official credit agency would be in 
no happier state. It would have difficulty in 
reconciling its prudential preference for delimiting its 
maximum liability at the outset of the contract with 
its normal aim of maintaining an assured percentage 
of cover; and its system for assessing limits to the 
creditworthiness of the buyer and the market in 
which he resides and to the worthiness of the exporter 
for recourse in the case of non-payment —  the 
agency’s two basic functions —  could be undermined 
if rising interest rates impinge on any large 
proportion of its current business. It might then face 
rising claims payments or at least a need to cut back 
its facilities for further contracts with the afTccted 
traders more sharply than was consistent with the 
orderly conduct of business.

O ff ic ia l  a g e n c i e s
It would be ideal if private banking systems were 

able to meet all their exporters’ needs by offering 
fixed rates of interest upon a sufficient volume of 
credit financing and, perhaps assisted by 
developments in the financial futures markets, upon 
terms not bearing too heavily against foreign trade 
and currencies compared with domestic business. 
The question of subsidies would not then arise. But 
this is not even partly the case in every main 
industrial country nor, on present evidence, in any 
one of them as regards the volume of finance and 
lengths of credit required for the general range of 
capital goods exports. Official agencies have perforce 
entered the field, in ways determined primarily by 
their diverse national systems for funding medium 
and long-term export credit financing. There are 
however two basic modes, though an individual 
system may contain elements of both —  first, where 
an official agency funds all such financing, or a majur 
part of it with the remainder being funded by banks 
on col am..cial terms: secondly, where the banks fund 
all such financing, with an official agency 
intermediating between their commercial terms and 
the terms applicable to export contracts.

In the first mode, it is theoretically possible for the 
funding agency (an export bank, say) to ensure fixed- 
rate financing without resort to subsidisation. 
Through time, it can guarantee rates for individual 
contracts at levels reflecting its best judgment of 
trends: if the banks are doing part of the funding on 
commercial terms, it can vary its own terms so as to 
ofiset movements in theirs: and, on any law of 
averages and with the full resources of officialdom 
behind it, it may succeed for a period in avoiding loss 
by skilfully timed fund-raising operations from 
within government or the market at finest rates. 
Nevertheless, under this mode, a contingent risk of 
loss and therefore of subsidisation has in effect been 
accepted on individual runs of business at the time 
they were underwritten, however strong the resolve 
might be to recoup any such losses by corrective

action on future runs of business.
Under the second mode, with an official agency 

guaranteeing fixed interest rates for individual 
contracts and paying to, or receiving from, the 
funding banks the difference from time to time 
between that rate and the commercial rate required by 
the banks, the theoretical possibility of avoiding 
subsidisation similarly obtains. This was the basis on 
which in 1972 E C G D  introduced interest rate sup­
port into its arrangements with the banks for funding 
sterling export credits, and which broadly it has since 
applied to foreign currency funding also. It is other 
factors that in recent years have led the E C G D  and 
many other agencies into heavy adverse out turns in 
their systems. Yet this mode seems to have been more 
liable than the first to accusations of massive 
subsidisation: perhaps because, without the cushion 
of any funding on carefully chosen sovereign terms, 
the interest support payments to banks when 
commercial rates are rising loom larger and more 
visibly, and the contingent risk of subsidisation is 
overt rather than covert. But such differences in 
national methodologies should not be permitted to 
cloud responsible international judgment.

The Consensus in its present form has fortunately 
moved, albeit haltingly, to a point at which all modes 
of official support for fixed interest rates on 
individual medium and long-term export credits 
should be capable of general acceptance instead of 
partial suspicion. Setting the interest rate matrix on 
an SDR-linked basis and similarly requiring interest 
support on LIR Cs to be linked to appropriate 
commercial rates should mean far less actual subsidis­
ation of new contracts than in recent years, so dispers­
ing massive clouds of resentment.

C o n t in g e n t  r i s k s
Even so, with credits extending up to ten years or 

more, there still remain the contingent risks of loss 
under most national support systems: 3nd the 
difficulties of proving, from a snapshot at any one 
point in time of all their current contracts at their 
various stages of life, that individual systems are o: 
are not running as a partial subsidy. Comprehension 
of and tolerance towards different national systems, 
and a greater readiness to aid that comprehension by 
fuller disclosure than has always obtained in the past, 
will therefore be needed if this particular aspect of the 
‘subsidy’ confrontations is to be finally defused.

Not only in the contingent sense affecting fixed-rate 
export financing, but by clear prescription, the matrix 
of minimum permissible interest rates for which 
official support may be given in any currency under 
the Consensus embodies an element of subsidisation. 
With the matrix now moving towards a level based on 
the medium-term commercial equivalent of the S D R  
government borrowing rate, itself a trade-weighted 
average of the five main international currencies, this 
element should as noted be much smaller than when 
the matrix was held well below commercial rates; but
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CONSENSUS in t e r e s t  r a t e s

Borrow ing Relative ly Interm ediate Relative ly
categories rich poor
Criterion I G N P  a 54 .0 0 0  + In  b e tw e e n $ 6 2 5 -

head) 1 19 7 9 1 1 19 7 9 1
2 -5  year 1 % ) 1 2 1 5 1 0 - 3 5 9 - 5 0
O ve r  5 years ( % ) 1 2 - 4 0 1 0 - 7 0 9 - 5 0
M a x im u m  c ied it 5 816* 1 0

term (years! (e x c e p t io n ­
al ly  8  ft I

* 1 0  years lor  those  c lass if ied as  'relatively poor '  before  the Ju ly  
19 8 2  reclassifications

subsidisation is still permitted, down to the matrix 
level, of the medium and long-term export credit 
interest rate of any currency for which domestic 
commercial rates are at any time higher than that 
level. By definition, this applies at any one time to 
one or more of those five main currencies, amongst 
others.

The case has been urged that in the interests of fair 
competition this system should be succeeded by one 
in which official support for each currency is, at most, 
confined to fixed-raie financing for individual 
contracts at an interest level reflecting the commercial 
rate for that currency at the time of contract, however 
high that rate may be in comparison with other 
currencies; in other words, applying the L IR C  system 
right across the board.

This case argues that, if the commercial rate for 
currency A  is higher than that for currency B, this 

• portends that the former currency will so depreciate 
and/or the latter will so appreciate that a buyer will 
readily divine that, in terms of his own currency, his 
repayment of capital and interest for a credit in 
currency A  will cost him no more than the same sized 
credit in currency B. Therefore any subsidy for A ’s 
interest rate gives its exporters an unfair advantage 
over B’s. The point is reinforced, it is contended, by 
the fact that the buyer desiring to cover his repayment 
obligations by buying forward on the foreign 
currency market can buy currency A  on correspond­
ingly more favourable terms than currency B.

L ab o r a to ry  c o n d i t io n s
Under laboratory conditions, there is force in these 

arguments. In the real world, however, the parities 
between currencies during the pre-set phasings of the 
credit repayment can be affected by many factors 
other than differences in their commercial interest 
rates at the date of contract; and the world does not 
lack examples of a high interest rate currency being 
regarded as ‘strong1 internationally, or of a low 
interest rate currency remaining comparatively 
‘weak’. Also, the forward exchange market reflects 
more the differentials in current interest levels than 
the expected future movements in currency spot 
rates; and its ability to cater for the size or length of 
cover required for much medium and long-term

business is limited. Consequently, buyers are likely to 
see currency B’s lower rate of contract interest as a 
bird in the hand worth more than all the uncertainties 
in the bush of currency A  proving in the end to have 
offered as good a deal.

Another argument against matrix-linked subsidisa­
tion could be made now from the development of the 
L I R C  arrangements, whereby the authorities in low 
interest rate countries should permit access to their 
currencies to exporters in other countries. Thus, an 
exporter in a high interest rate country theoretically 
enjoys the option of switching the financing of credits 
from his domestic currency to an L IR C  which can be 
supported by his offlcal agency at an even lower 
interest rate than the matrix.

U n te s t e d  l im i t s
Inescapably, however, there arc untested limits to 

the extent to which the L IR C  authorities are prepared 
to see their currency drawn on for the financing of 
others’ credits, to which the banks there will offer to 
foreign borrowers terms that are quite as fine as those 
offered to their own industrial customers, and to 
which importers in third markets (and possibly their 
authorities) will accept a sudden switch in currency 
invoicing without some disturbance to traditional 
trading links. Also, any substantial switch requires a 
degree of sophistication on the pan of exponers, their 
banks and their official agencies that may not widely 
exist; and, as noted, the likely absence of fully 
adequate cover for exporters in forward exchange 
markets may introduce elements of currency 
speculation into areas of business where it is 
inappropriate and unwelcome.

The U K ’s compulsory switch from sterling to US 
dollar and D M  financing between 1977 and 1980 is a 
case in point, even though it was done not so much to 
take advantage of the lower interest rates for those 
currencies as to ease the balance of payments burden 
of sterling lending and the public sector borrowing 
burden of E C G D 's  sterling refinancing system at that 
time. Despite the acute economic crisis, it was judged 
that the switch could sensibly be applied only to 
credit contracts of over £5 million, in effect to no 
more than about 50 large exporting firms: whilst 
some 90% of such business was switched fairly 
quickly, exemptions had to be given where buyers 
would only consider bids in sterling: E C G D  had to 
introduce cover against parity changes between 
tender and dare of contract, a facility inherently 
difficult to run without loss: and, whilst U S  dollars 
and D M s  were chosen because the forward market in 
them could cater for exporters’ receivables fairly 
adequately, E C G D  has had to introduce 
supplementary forward cover —  again, difficult to run 
without loss —  for other currencies subsequently 
qualifying as LIRCs. Thus, the L IR C  option for a 
high interest rate country is by no means an easy or 
widely applicable one.

The question therefore needs to be faced whether
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the broader interests of international trade would be 
well served by totally banning all subsidy where a 
domestic commercial interest rate rises well above the 
international average. The latter will often derive 
from a serious deterioration in a country’s balance of 
payments, or surging inflation, or very likely a 
combination of both. To moderate the tendency of 
exchange markets to overshoot its currency’s depreci­
ation, or to allow for the lag before budgetary 
measures can bite on internal money supply, the 
domestic interest rate may have to be pushed up very 
sharply for a considerable period; and past studies on 
sterling have shown that, for a convertible currency, 
it is not possible to sustain on any commercial basis a 
double interest structure differentiating between 
external and internal transactions.

C o m m o n  w e a l
From such a rise in the domestic rate, industry will 

face increased production costs; and its ability to 
maintain expons will suffer further if it can, in the 
main, offer credit only at that high rate. This in turn 
can aggravate problems of improving the balance of 
payments and of restoring budgetary management; 
and such a country would give its trading partners 
scant satisfaction if it had to fall back on such 
correctives as import controls, excessive devaluation 
or debt rescheduling. There is growing acceptance 
that steady growth for all major industrial nations 
benefits from helping members, who are passing 
through a difficult economic phase; and none of them 
knows when it may be his turn next. In the absence 
yet of purely inter-governmental financial 
mechanisms adequate for this purpose, the formula 
towards which the Consensus has groped its way 
whereby a high interest rate country can subsidise its 
export credit down to, but no further than, an average 
international level could be regarded for the time 
being more as a rough and ready contribution to the 
common weal than as an unacceptably unfair 
commercial device.

Since its inception in 1976, the Consensus matrix 
has set different minimum interest rates for exports to 
‘relatively rich’, ‘intermediate’ and ‘relatively poor' 
countries. Country categorisation has been based on 
per capita national income: for each category, the rate 
for over 5-year credits has usually been higher than 
for 2 to 5-year redits: and the rates for poorer 
markets have bein lower than for the rich. On the 
1976 over 5-year rate for rich markets of 8%  per 
annum, there was a half percentage point discount in 
favour of the poorest markets (a 6'/*% differential). 
When the rich country rate was raised in 1980 to 

the poorest markets discount was widened to 
one percentage point (nearly an ll'/j% differential): 
when it was further raised in 1982 to 12-4%, the 
discount was widened to 2 -4  percentage points 
(nearly a 19Vi% differential): and most recently, with 
the rich market rate being unchanged but other rates 
lowered, (he poorest markets discount increased to
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2 -9  percentage points (nearly a 23'/s% differential).
Though even the rich market rates were below 

commercial rates for many trading'currencies for 
much of this period, the bulk of the subsidisation that 
occurred and was such a source of dissension was due 
to these matrix discounts for the intermediate and 
poorest markets, which are the P’.ain seekers of long 
credit terms for their imports of capital goods and 
related services. The Consensus participants’ agree­
ment to them, though never rationalised in any detail, 
has been predominantly motivated by financial ‘aid’ 
considerations: tinged perhaps with the aim of 
facilitating a greater volume of exports than many 
markets could otherwise have afforded.

But this has nothing to do with the proper conduct 
of official export credit operations as such. If 
anything, there is a case for higher, not lower, interest 
charges for exports to markets where there may be a 
greater risk of failure to pay at due date: the g3in of a 
higher volume of exports to them is pyrrhic if it leads 
to (heir overspending and then having to cut 
purchases savagely because of debt problems: and an 
official insurer might have concern for the well-being 
of some classes of his policy-holders if foreign compe­
tition is stimulated against them by supplying 
industrial equipment on easier terms than they 
themselves can obtain, especially to countries where 
other costs of production are lower than theirs.

This form of Consensus-permitted subsidisation is 
now being tempered by the commercial equivalent of 
the S D R  rate becoming the determining rate for the 
intermediate category of markets. This raises some 
questions about the other categories (see below), but 
clearly means less aid-motivated subsidisation than 
hitherto. Even so, the current surviving differential 
between the intermediate and poorest categories may 
not go unheeded by anti-subsidy campaigners; and it 
is important that this should be recognised as flowing 
from collective governmental decisions going wider 
than export credit operations alone and should not be 
allowed to create undue dissension in negotiations 
about those operations.

S c o p e  fo r  Im p ro v e m e n t
Covering so many facets of international trade and 

national currencies, the Consensus does not lack 
scope for improvement both in the light of practical 
experience 3nd by further resolution of related policy 
issues. The following comments are however 
confined —  in no particular order of importance —  to 
those which may most directly bear on defusing 
residual subsidisation controversy or, more generally, 
on fortifying the belief of all participants in the fair­
ness and prudence of its basic rules about interest 
rates and lengths of credit.

Intra-EEC trade. If the above arguments about 
contingent subsidisation in fixed-rate financing and 
enlightened self-interest in the permissible matrix arc 
acceptable internationally, the European Commission 
might re-examine its ban, made earlier on grounds of
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unfairly subsidised competition between one member 
state and anet»,*r, on official interest rate support for 
intra-EEC sales in any currency. Such support might 
certainly have no place in a Community enjoying 
totally unimpeded internal trade in goods and 
services, a common currency and a financial 
infrastructure available uniformly to all traders. Until 
such time, the ban can only continue to give external 
competitors a distinct advantage over some, possibly 
all, Community producers in winning particular 
internal orders and to cast doubt upon the 
Community’s advocacy in the Consensus, which it 
has so far judged beneficial to uphold against some 
contrary pressures, of official financing support for 
exports between rich markets generally. A  re­
examination of this ban could help to reconcile some 
member states and their exporters to the tighter 
disciplines of the Consensus in its new form.

The matrix: rich markets. With the matrix rate 
for the intermediate category of markets becoming the 
alignment point with the S D R  rate, retention of its 
traditionally higher rate for rich markets merits re­
examination also. At present, the ’mark-up’ between 
the two is 1 -8  percentage points for 2 to 5-year credits 
(a 17% differential) and 1*7 percentage points for 
longer credits (a 16% differential). This is, in effect, 
standing the earlier aid-motivated discount for 
intermediate markets on its head. If the new method 
for determining the intermediate rate results in a 
competitively-acceptable commercial average, these 
differentials serve to deter rather than encourage 
trade between rich markets by exporters supported on 
matrix terms, the more so since competitors 
supported on L I R C  terms face no such deterrent. 
One may foresee the disadvantaged exporters, in the 
belief that most rich markets will not be subject to the 
political risks of default, reacting by avoiding the 
premium costs of official insurance and perhaps 
pushing out lengths of credit beyond customary and 
Consensus limits —  to their heavy cost, if private 
buyer default occurs; and their official insurers, 
thereby losing some of their own desired spread of 
risk, may have to create further disadvantage by 
raising premiums on sales to other markets.

Im p r e c i s e  a r t
Having swallowed the matrix and L I R C  camels, 

rich Consensus participants should perhaps not strain 
too much to preserve this deterrent upon some 
imports into their own countries from other 
participants: agreement that the SDR-linked rate 
should apply to the rich as well as the intermediate 
market category would avoid a trading distortion 
owing more to historical accident than rational 
design. Further, the statistical basis for categorising 
countries, and periodically reviewing their 
categorisation, is an imprecise art; and in the past the 
process has not been wholly free from politically 
motivated manoeuvring. Elimination of the interest 
rate distinction between intermediate and rich

markets for matrix purposes would remove one 
potential source of future dissension ajnoagst 
Consensus participants.

The matrix: poor markets. The matrix also 
preserves an interest rate differential between the 
intermediate and poorest market categories: at 
present, a discount of 0 • 85 percentage point foe .2 to 5 
year credits (an 8%  differential) and of 1 * 2 percentage 
point for longer credits (an 11% differential). I have 
already advanced some general reservations about 
linking aid with trade in this particular manner: to 
these might be added other considerations. These 
discounts are, as noted, sufficient to perpetuate 
substantial subsidies at any one time by a number of 
participants; an irritant in itself to some, and also a 
potential cause of wider argument whenever the SD R  
rate changes significantly —  should the discounts 
then be the same percentage points, or the same 
percentage differentials, or what? Also, the LIR C  
rules make no interest rate distinction berwetn 
market categories, and none has yet been actively 
sought; but, if L IR C  countries should come to view 
the matrix discounts as commercially unfair in any 
way or as putting themselves in an invidious position 
in the international aid context, and should then press 
for something similar for their own currencies, this 
could open up new differences between participants.

F in a n c ia l  a id
Yet indeed, if one accepts that a high interest rate 

currency in matrix terms tends to indicate a weaker 
rather than a stronger domestic economy whilst the 
reverse tends to be true of an L I R C  country, there is 
an illogicality in the Consensus embodying an aid- 
giving provision for the former class of participant 
but not for the latter. As there are many ways of 
giving financial aid to poorer countries without inter­
weaving it so closely with total expons of capital 
goods and related services to their public and private 
buyers alike (the latter gr-ip often containing 
associate companies of the exporters themselves), and 
as the Consensus already allows longer credit terms 
for these countries than for most others, the general 
case for keeping trade distinct from aid (including the 
avoidance of disruptive credit-mixte practices) would 
be served by phasing out these discounts.

A  simpler matrix. Until recently the matrix, with 
three market categories each split between 2-5 and 
over 5-year credit bands, has provided for up to six 
different rates of interest. Latterly, for no deep 
reason, this was reduced to five by adopting the same 
rate in the two poorest market bands; but numerical 
complexity has grown as negotiated compromises 
have resulted in rates going to odd decimal places —  
an outcome likely to be perpetuated every six months 
or so by re-alignments with S D R  changes, in the 
absence so far of willingness to round to simpler 
figures. Added to this will now be a variety of L IR C  
rates, each liable to change periodically. Risk of 
confusion to exporters and their bankers cannot be
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lightly dismissed: nor of mistaken commitments 
being entered into by officials in the 22 participating 
agencies, who have long had difficulty enough in 
checking the facts among themselves if some credit 
offer is suspected of breaking the rules. T o  eliminate 
the different market categories as suggested above 
could have the additional benefit of a welcome simpli­
fication for all, and by aiding the desired ‘trans­
parency’ of Consensus operations could strengthen 
participants' confidence in the system’s fairness.

The process could be carried further, resulting in 
only one matrix interest rate at any one time, if the 
difference in rates between the two credit bands were 
also eliminated. This is at present the case, as noted, 
for the poorest market category and is likely to be so 
for most LIRCs, though some may appropriately 
entail a higher rate for longer credits than for shorter. 
Also, looking conjecturally ahead, this could help 
towards a version of the S D R  itself becoming another 
and useful currency option for some sectors of inter­
national trade. On the other hand, this would remove 
a modest but long-standing Consensus deterrent 
against buyers trying to draw out credit lengths from 
the 2-5-year band into the higher-rated over 5-year 
band. Introduction of a single matrix rate, therefore, 
coupled with the growing presence of single-rated 
LIR Cs should preferably be accompanied by wider 
areas of agreement amongst credit insurers, 
presumably in the Berne Union but with stronger 
commitment from their 'guardian authorities’ than 
has sometimes been forthcoming, to keep credit 
lengths for various classes of goods and services 
within the bounds of commercial practice.

Lengths of credit. This last process is unlikely to 
be sufficiently comprehensive, however, to justify 
simplifying the Consensus even further by dropping 
all its credit band features, which have for some while 
set maximum credit lengths of 5 years, or exception­
ally 8Vj years, for sales to rich markets and of either 
8Vi or 10 years for other markets. Also, though the 
Consensus originated as a compromise between those 
countries favouring subsidised interest rates within 
shorter credit lengths and those favouring longer 
credit lengths at commercial interest rates, the 
prospective reduction now in the amount of 
permitted subsidisation will not necessarily be 
generally accepted as grounds for pushing out the 
permitted credit lengths.

C r e d i t  w a r
The financial systems of some participants cannot 

readily sustain credits much in excess of 10 years: 
exporters on the whole prefer to receive full payment 
sooner than later: official agencies similarly like to 
keep their horizons of risk as short as is consistent 
with traditional commercial practices: and any 
competitive pushing out of credit lengths could 
become a form of international credit war as disrup­
tive and self-defeating as unrestricted interest rate 
subsidisation. Indeed, even if the matrix interest rate

should become the same for 2 to 5 and over 5-year 
credits as canvassed above, there is virtue in retaining 
some 5-year benchmark within the system as a 
reminder that this is an appropriate maximum credit 
both for sales to poorer markets of standard lines of 
capital goods, as distinct from more complex project 
business, and for the more general run of sales to rich 
markets; and the Consensus itself has a ‘best 
endeavours’ clause to avoid its maximum credit 
lengths becoming the norm for transactions which 
should be conducted on shorter terms.

However, it must be admitted that there is a mis­
match between these rules and the various concepts of 
longer-term ‘project financing’ which are propounded 
as highly entrepreneurial ways of furthering major 
developments in, for example, the energy and other 
mineral fields and in land and air transport, mainly 
but not exclusively in non-rich markets. Suggestions 
have been made that, at least where it is not directly 
supporting the financing or the interest rate of credit 
sales forming part of such projects, an official agency 
should be permitted to insure repayment (in the 
jargon, to provide ‘pure cover’) over much longer 
credit periods than the Consensus at present allows.

C o m p e t i t i v e  f i n a n c in g
This would probably, however, still be opposed by 

participants whose institutions lack the means, such 
as a long-term bond market, of providing competitive 
financing on such terms: the official agencies of 
others might not always be comfortable with such 
longer risk horizons or with security based to any 
degree on the commercial success of the project, or 
alternatively might be impelled to consider whether 
in fairness to their policyholders generally or their 
taxpayers they should transform themselves to some 
extent into one of the equity beneficiaries in the 
venture: and controversy about unfairness could 
develop between agencies olTering 100% insurance of 
credit financing and others operating on the principle 
that ‘pure’ insurance of such financing, like that of 
the receivables of exporters themselves, requires some 
proportion of risk to be borne by private parties.

Nevertheless, there could be scope here for con­
structive debate between participants. Some of them 
involved in certain sectors not directly covered by the 
Consensus as yet, such as nuclear power stations and 
widebodied aircraft, have been discussing credit 
lengths in excess of 10 years. If a single matrix 
interest rate evolves, it could be easier to construct a 
competitively equitable formula for allowing official 
financing support with the option of X  years’ credit at 
the matrix rate or X  +  Y  years’ credit at the matrix + 
Z  rate of interest. And it is by no means dear that 
project managers, investors and equipment suppliers 
have collectively explored all possibly useful 
permutations of existing official facilities under the 
Consensus export rules and the longer cover against 
political risks for overseas investment. But this goes 
beyond the scope of the present article.
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D e c e m b e r  1 ,  1 9 8 6

O f f i c e  o f  I n t e r n a t i o n a l  T r a d e  
D a n  D i x o n ,  D i r e c t o r  
3 6 0 1  " C "  S t r e e t ,  S u i t e  7 2 2  
A n c h o r a g e  A l a s k a  9 9 5 0 3

D e a r  D a n :

T h a n k  y o u  f o r  p r o v i d i n g  me a  c o p y  o f  t h e  d r a f t  l e g i s l a t i o n  d e a l i n g  w i t h  
e x p o r t  f i n a n c i n g .  A f e w  g e n e r a l  c o m m e n t s ,  t h e n  s o m e  d e t a i l  o n  p a r t i c u l a r  
p r o v i s i o n s .

T h e  a d d i t i o n  o f  t h e  w o r d  " e x p o r t "  a d d e d  t h r o u g h o u t  t h e  s t a t u t e  w h i l e  
p e r h a p s  b e i n g  u s e f u l  f r o m  a  p u b l i c  p e r c e p t i o n  a n d  p o l i t i c a l  s t a n d  p o i n t ,  
i n  r e a l i t y  i s  r a t h e r  m e a n i n g l e s s .  T h e  A u t h o r i t y  c u r r e n t l y  f i n a n c e s  a l l  
p r o j e c t s  n o w  r e g a r d l e s s  i f  c o n s u m p t i o n  i s  t o  b e  i n - s t a t e  o r  s h i p p e d  o u t .  
I t  i s  n o t  n e c e s s a r y  t o  p r i o r i t i z e  w h a t  t h e  A u t h o r i t y  w i l l  f i n a n c e  f r o m  a n  
a v a i l a b i l i t y  o f  f u n d s  b a s i s  d u e  t o  o u r  a b i l i t y  t o  a c c e s s  e x t e r n a l  c a p i t a l  
m a r k e t s .  T h e  A u t h o r i t y ' s  g o a l  h a s  b e e n  t o  p r o v i d e  l o n g  t e r m ,  r e a s o n a b l e  
r a t e  f i n a n c i n g  t o  a l l  c r e d i t  w o r t h y  p r o j e c t s  l o c a t e d  w i t h i n  A l a s k a .  A s  
s t a t e d ,  s h o u l d  t h e  a d d i t i o n  o f  t h e  t e r m  " e x p o r t "  p r o v i d e  t h e  a p p r o p r i a t e  
p e o p l e  t h e  p e r c e p t i o n  t h a t  t h e  A u t h o r i t y  i s  n o w  i n v o l v e d  i n  e x p o r t  
f i n a n c i n g ,  f i n e  b u t  t h e  f a c t u a l  m a t t e r  i s ,  w e  a l r e a d y  a r e  d o i n g  i t .

B e g i n n i n g  w i t h  S e c t i o n  2 ,  t h e  . b i l l  r e s t r u c t u r e s  t h e  B o a r d  o f  t h e  
A u t h o r i t y  b y  a d d i n g  a n  a d d i t i o n a l  p u b l i c  m e m b e r  w h o  m u s t  b e  " t h e  D i r e c t o r  
o f  t h e  A l a s k a  C e n t e r  f o r  I n t e r n a t i o n a l  B u s i n e s s  a t  t h e  U n i v e r s i t y  o f  
A l a s k a - A n c h o r a g e " .  W h i l e  my B o a r d  h a s  n o t  a d d r e s s e d  t h i s ,  s t a f f  f e e l s  
t h i s  c h a n g e  i s  i n a p p r o p r i a t e .  S e c t i o n  6 p u t s  t h e  A u t h o r i t y  i n  t h e  
i n t e r n a t i o n a l  e x p o r t  f i n a n c e  b u s i n e s s .  P r e v i o u s  d i s c u s s i o n s  i l l u s t r a t e d  
t h a t  t h e  l o c a l  b a n k i n g  i n d u s t r y  h a d  s u f f i c i e n t  e x p e r t i s e  a n d  f i n a n c i a l  
c a p a c i t y  t o  h a n d l e  e x p o r t  f i n a n c i n g  a n d  t h e  A u t h o r i t y  w o u l d  c o n c e n t r a t e  
o n  p r e - s h i p m e n t  f i n a n c e .  S e c t i o n  8 c o n t a i n s  t h e  s a m e  p r o b l e m s  a s  
p r e v i o u s l y  m e n t i o n e d .



D a n  D i x o n ,  D i r e c t o r  
N o v e m b e r  2 8 ,  1 9 8 6  
P a g e  Two
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I .  INTRODUCTION

Exports are an important component of A laska ' s  economy, accounting for  
about one-third of the employment in A la ska ' s  manufacturing indu s t r i e s .  
Many f ishermen, logger s ,  and miners are dependent on exports for employ­
ment. In 1984, Alaska exported products valued a t  over $1 b i l l i o n .  This 
consi sted of  seafood products ($283 m i l l i o n ) ,  natural  gas ($262 m i l l i o n ) ,  
fo re s t  products ($219 m i l l i o n ) ,  urea ($100 m i l l i o n ) ,  ammonia ($30 
m i l l i o n ) ,  and other products ($153 m i l l i o n ) .  Because of A laska ' s  smail 
in terna l  market and d i f f i c u l t y  in the continenta l U.S. , the foreign 
market often represents the dominant point of s a le  for  Alaskan goods.

Yet, only a small percentage of Alaskan f irms export. Although no 
thorough study has been done, the evidence appears that  f i v e  companies 
account for  over 50% of the value of Alaskan exports :  P h i l l i p s  Petroleum 
(LNG); Union Oil (ammonia and natural g a s ) ;  Alaska Pulp Corp. ( fo re s t  
products) ; Louis iana P a c i f i c  ( fo r e s t  products) ; and Sealaska ( fo r e s t  pro­
duc t s ) .  In addit ion to these f i v e  companies, there are numerous seafood 
processors that  account for an addit ional 25% of A la ska ' s  exports .  Thus, 
only a handful of Alaskan f irms account for the la rge majority of ex­
ports .

The bene f i t s  to Alaskans of increased exports would be many: increased 
employment, addit ional  customers, g rea te r  annual s a l e s ,  new market oppor­
t u n i t i e s ,  extension of a product's market l i f e ,  countercyc l ica l markets, 
g reater  personal income, economic d i v e r s i f i c a t i o n ,  and higher tax 
revenue, to name a few. Nationwide, a job i s  created for every $40 ,000 
of  exports .  For these reasons,  i n t e r e s t  in ways to increase exports i s  
high. This i s  evidenced not only by the increased p o l i t i c a l  at tention 
given to trade ,  but a l so  by a 1983 survey by the International Trade 
Administrat ion which uncovered the names of over 500 Alaskan companies 
that  e i th e r  export or that  have an i n t e r e s t  in exporting.

In t e r e s t ,  however, often does not t r a n s l a t e  into trade. Although the - 
b ene f i t s  of increased exports are many, so are the ob s tac le s .  The truth 
of  th i s  statement i s  demonstrated by A la ska ' s  i n a b i l i t y  to show a steady 
increase in the value of  i t s  exports over the past  few year s .  The value 
of Alaskan exports in 1981, 1982, and 1983 was greater  than in 1984.

Lack of competit ive products, lack of commitment to exports,  i n s u f f i c i e n t  
knowledge on how to export, lack of information of export opportun i t ie s ,  
i n s u f f i c i e n t  marketing s k i l l s ,  complex r e gu la t io n s ,  d i f f e r en t  product; 
standards , unw i l l ingnes s  to assume the extra r i s k ,  the strong d o l l a r ,  
lack of insurance, LDC debt problems, s lower economic growth in countr ies 
to which Alaska exports ,  and inadequate f in an c ia l  resources are some of 
the fac tors  that i n h ib i t  increased exports of Alaska products. Incen­
t i v e s ,  e xpe r t i s e ,  and competitive products are required to be success fu l  
in the fore ign  marketplace.

A .  P r o b lem  I d e n t i f i c a t i o n



This study focuses on only one of the above-mentioned obstac le s :  export 
f in anc ing .  Export f inanc ing i s  needed not only to produce the product, 
but a l so  to s e l l  i t .  For example, f inanc ing  in the timber industry i s  
needed to construct  a m i l l ,  purchase logging equipment, bui ld roads, 
f inance insurance and bonds, pay personnel ,  carry  inventory, and to f ind 
markets. I t  may a lso  be necessary ,  fo l low ing shipment, to f inance an 
importer' s purchase.

In 1982, i t  was est imated that  40% of U.S. export shipments were f inanced 
( i . e . ,  60% were paid fo r  in cash or l e t t e r  of  c r ed i t  by a fore ign buyer 
w ith in  30 days of  the shipment) .  Ninety-three percent of the f inanc ing 
was from pr iva te  sources and 7% from pub l ic  money. Alaskan f irms appear 
to obtain almost a l l  of  t h e i r  f inanc ing  from pr iva te  sources. In con­
t r a s t ,  f irms in the State  of Washington, rece ive  approximately 67% of 
t h e i r  f inanc ing  from publ ic  sources.  Despite the numerous e x i s t in g  
f inanc ing  mechanisms, recent s tud ie s  have shown tha t  some U.S. bus inesses  
are of ten unable to obta in competit ive expor t - f inanc ing  or are unaware of 
i t s  importance in f ind ing  markets.

Export f inanc ing  i s  not that much d i f f e r e n t  from any other kind of 
f in anc ing .  Regard less of the d e s t in a t ion ,  banks s t i l l  need to determine 
whether the borrower i s  c red i t  worthy, whether c o l l a t e r a l  i s  s u f f i c i e n t ,  
or whether the borrower can make s u f f i c i e n t  p ro f i t  from the transact ion 
to repay h i s  commitments. There are, however, severa l major ways in 
which export f inancing might d i f f e r  from domestic f inanc ing :  f i r s t ,
there i s  an addit ional element of r i s k .  I f  a fore ign  bank or company 
d e f a u l t s ,  i t  may be more d i f f i c u l t  to co l l e c t  than from a domestic 
company; second, U.S. f i rms may be competing with fore ign companies that 
are o f fe r in g  very a t t r a c t i v e  government backed c red i t  terms; and th i rd ,  
some banks may not want to get involved with export re la ted  f inanc ing .

8. Purpose of  This Study

This report concentrates on export f inanc ing  po l icy  cons idera t ions ,  - 
opt ions , and recommendations. Because of  the length ,  much of the back­
ground mater ia l  and more deta i led  d i scu s s ion  i s  put in an Appendix. The 
ob je c t iv e s  of t h i s  report  are to:

t

1. Provide a general pol icy assessment of the- i s sue  of State in ­
volvement in export f inancing;

2. Provide an assessment of v iab le  export options for Alaska;

3. Recommend a course of act ion;

4. Provide a l i s t  of: e x i s t i n g  f inanc ing  mechanisms; programs used
in other s t a t e s ;  and c r i t e r i a  by which to compare programs.



MAJOR FINDINGS

o Financing neeas can be divided into two categor ie s :  pre­
shipment and post-shipment. Pre-shipment re fe r s  to expendi­
tures  needed to produce a product: roads, equipment, cap ital  
investments, and payrol l  for example. Post-shipment re fers  
p r imar i ly  to c red i t  terms offered to the importer. Alaska's 
pre-shipment f inanc ing  needs are much greater  than i t s  post­
shipment needs. Most of A laska ' s  goods are sold for cash or 
payment w ith in  30 days.

o The a v a i l a b i l i t y  o f  pre-shipment f inanc ing  i s  not great ly
inf luenced by whether the f i n a l  goods are exported. While
fore ign exchange f luc tua t ion s  and economic s t a b i l i t y  of the 
importer play a r o le ,  the f in anc ia l  condition of the f irm, the
economic s i t u a t io n  of the industry , the p ro f i t  potent ia l of the
venture, r i s k  o f  de fau l t ,  and the qu a l i t y  of the co l l a t e r a l  are 
more important than the de s t in a t ion .

o The pr iva te  sector i s  meeting most of  the export f inance needs
of Alaskan companies. Many companies, due to having head­
quarters outs ide the State or the r e l a t i v e l y  small s i z e  of
banking estab l ishment in Alaska, use out of State banks.

o There are numerous State ,  f ede ra l ,  and in ternat iona l programs
ava i l ab le  to f inance exports ( see  Appendix B) , altnougn Alaskan 
f i rms have minimal involvement. For example, only three
Alaskan f irms are current ly  us ing Eximbank f inancing programs.

o Designing an export f inanc ing  program i s  complex. Po l icy con­
s id e ra t ion s  include co s t ,  b en e f i t s ,  source of funds,
e f f i c i e n c y ,  terms, admin is t ra t ive  complexity, s e lec t ing  an 
admin is trator , const ituency , and r i s k  (see Appendix A):

o Other s t a t e s  and stud jes  ( see Appendix D) have concluded that
the fo l lowing gaps are present in e x i s t i n g  funding mechanisms:

Many smaller  f i rms ,  due to inexperience or low c r ed i t ­
worth iness ,  appear to have d i f f i c u l t y  arranging both pre­
shipment and post-shipment f inanc ing .

Many f irms that are small or new to exports are d i s ­
couraged from exporting because of  the complexity.

Due to depressed market condit ions ,  nonstandard c o l ­
l a t e r a l  and high r i s k ,  the timber industry curren t ly  f inds 
i t  e sp e c i a l l y  d i f f i c u l t  to obtain f inanc ing .

There i s  a l imited amount of f ixed rate medium-term 
f inanc ing a v a i l a b le  at competit ive in te re s t  r a t e s .



Several po ss ib le  shortcomings of the Eximbank (the domi­
nant federa l  veh ic le )  were id en t i f i e d :  lack of an e f ­
f i c i e n t  de l ive ry  system, exce s s ive  paper work, long turn 
around, high co s t ,  r e s t r i c t i v e  e l i g i b i l i t y  requirements, 
low p ro f i t s  fo r  banks fo r  small t ran sac t ion s ,  and emphasis 
on la rge  f i rm s .

At l e a s t  19 s t a t e s  have passed l e g i s l a t i o n  creat ing  export 
f inance a s s i s t a n c e  ( see  Appendix 0 ) .  Programs range from 
d i r e c t  loans , guarantees,  in surance , counse l ing, to in t e re s t  
r a te  s u b s id i z a t io n .

The S ta te  i s  not yet  prepared to i n i t i a t e  an export f inanc ing  
program. I t  has yet to determined the demand, the c on s t i t u ­
ency, the purpose, or the amount i t s  w i l l i n g  to spend. A high 
leve l  t a sk  force should be formed to propose (or not propose) a 
program.



I I I .  OPTIONS

Based on an examination of programs and proposals of other s t a t e s ,  Alaska 
has many program options to choose from. There i s  a matrix of f inancing 
arrangements that can be created from the fo l lowing:

o type of aid: d i r ec t  loans , guarantees,  subsidy, insurance or
counse l ing .

o whether the aid i s  pre- or post-shipment
o length of aid: shor t ,  mid, or long-term
o terms of the arrangement: in te re s t  r a t e ,  e l i g i b i l i t y ,  amount,

ease of use , degree of  coverage, co l l a t e r a l  required, e tc .

The advantages and disadvantages of some of the major options are d i s ­
cussed below. Many of the d e t a i l s  of  these programs have been proposed 
by other s t a t e s  and l e g i s l a t i o n  dra f ted .  I f  app l icab le ,  Alaska could
benef i t  from t h e i r  e f f o r t s .

o No s ta te  f in an c in g ; I t  i s  a v iab le  a l t e r n a t i v e  for the State to
do nothing.

Advantages: This a l t e rn a t i v e  c a r r i e s  no r i s k ,  no out of 
pocket co s t s ,  and continues current pol icy .
Oisaavantages: Some export opportuni t ies may be foregone
due to a lack of f inanc ing and/or counsel ing.

o Export f inance counsel ing s e r v i c e s : Export counselors explain
the mecnamcs of export c r e a i t  to inexperienced f i rms ,  hold
export f inance seminars, provide an asse.>sment of a f i rm 's  
export po ten t i a l ,  id en t i fy  d i s t r ib u t io n  channels ,  have intimate 
knowledge of  f inance programs offered by banks and State ano
federa l agenc ie s , perform market research; st imulate in te re s t  
in exports,  ana help prepare bus iness  plans ana loan app l ica ­
t io n s .

Advantage: This program i s  both low r i s k  and low co s t .  Tt 
mignt not require  l e g i s l a t i o n ,  only addit ional  personnel 
funding. Might be he lp fu l to small f i rms or f irms with -
l i t t l e  export experience. The counselors can be leveraged 
through pa r t i c ip a t in g  o rgan i za t ion s .
Disadvantage: The program w i l l  not be s e l f - s u s t a i n i n g  and 
funas w i l l  have to be appropriated each year . The extent 
to which such a program would be u t i l i z e d  in Alaska i s  
unknown.

o Guarantee programs: The State can o f f e r  guarantees to com­
mercial banks for f irms which are unable to arrange s a t i s ­
fac tory  loans due to th e i r  s i z e  or f in anc ia l  condit ion.

Advantages: The bank, s ince i t  would hold part of the 
c r e a i t  r i s k ,  would screen out t o t a l l y  unworthy borrowers. 
Would be e sp e c i a l l y  helpfu l to the timber industry .  This 
would support not replace p r iva te  f inanc ing .
Disadvantages : The State can be l e f t  holding the bag. The 
program requires  a high leve l of support personnel and 
r i s k .



o Direct Loans: The State can o f f e r  d i re c t  loans to Alaskan
exporters .  As a v a r i a t io n ,  the State  could purchase loans made 
by commercial banks that are backed by l i t t e r s  of c r ed i t .

Advantage: Borrowers would be able to obtain f inanc ing  not 
a v a i l a b l e  elsewhere. I t  might be poss ib le  to share the 
r i s k  with p a r t i c ip a t in g  commercial banks and to insure 
aga in s t  p o l i t i c a l  and commercial r i s k s .
Disadvantages: The State must become a banker. I t  must 
determine cred i tworth iness  and assume cred i t  r i s k .  This 
i s  complex and co s t l y .  There i s  a high r i s k  of defau l t  
and p o l i t i c a l  pressure .  L e g i s l a t io n  may be required.

o Subs idy: The State  can o f f e r  i n t e r e s t  rate  sub s id ie s .  For
- example, in a l inked depos it program, Alaska would purchase a 

CD in a bank making an export loan . The bank would pay the 
Sta te  below market r a te s  of i n t e r e s t .  In return,  the bank 
would charge the exporter a lower i n t e r e s t  r a te .  Or, the State 
could simply lower the e f f e c t i v e  ra te  of  in te re s t  as i t  does 
with housing loans.

Advantages: The program can be designed so the bank
assumes a l l  the c red i t  r i s k .  Admin is trat ive ly  simple. 
Disadvantages: There i s  an opportunity cost  to the State 
in lo s t  i n t e r e s t  revenue. May be lega l problems in pro­
v id ing  a subsidy. L e g i s l a t io n  might be required.

o Insurance programs: The State  can o f f e r ,  througn FCIA or
pr iva te  in su re r s ,  c red i t  r i s k  insurance. * The extra assurance 
of repayment makes exporters more w i l l i n g  to extend creo i t  and 
might make t h e i r  goods more a t t r a c t i v e  to overseas buyers. 

Advantages: The program i s  moderate r i s k  and low. cost . 
Disaavantages: For most of  the countr ie s  and transact ions 
Alaska dea l s  w i th ,  insurance may be unnecessary.

o An Eximbank de l iv e ry  system program: The State might be able to
i s s u e  modest s i z e a  loans and guarantees under author ity granted 
by Eximbank. In add it ion ,  the Sta te  can jo in  forces with the 
the Eximbank to provide t r a in in g ,  technica l  a s s i s t an ce ,  pro­
motional e f f o r t s ,  j o i n t  de l ive ry  systems, and information 
shar ing .

Advantages: This program i s  low cost  and low r i s k .  
Disaavantaoes: The Eximbank i s  very r e s t r i c t i v e  in terms 
of de legat ing i t s  money and au thor i ty .  Many Eximbank 
programs may have no a p p l i c a b i l i t y  to Alaskan exports.

o Sta te  in f r a s t ru c tu re  development: The State  can s t r a t e g i c a l l y
invest  in in f r a s t ru c tu re  that w i l l  support export development. 
This i s  an ind i rec t  way of  Sta te  export f inanc ing .  The State 
has taken t h i s  route severa l t imes: port f a c i l i t i e s  to support 
coal export or development money to support the Reo Dog mine.



Advantages: The State gets something for  i t s  money, i . e . ,  
a roaa, a port, an a i rp o r t ,  e tc .  The in f ra s t ruc tu re  
development can serve as a st imulus to mult ip le  in ve s t ­
ments.
Disadvantages: This route can be c o s t l y ,  running into the 
tens of m i l l i o n s .  Industry can become depenaent and come 
to expect State handout before proceeding with any large 
investment.

In addit ion to these opt ions, there are numerous proposals and ideas 
f lo a t ing  around. An abbreviated l i s t  (in- no p a r t i c u l a r  order) of other 
act ions the Sta te  can take fo l lows:

o Encourage foreign investment in Alaska (according to the U.S.
Department of Commerce, in 1981 Alaska ranked th ird in the 
nation in the value of fore ign owned property. This investment 
re su l ted  in 8 ,578 jo b s ) ;

o Use port au tho r i t ie s  to i s su e  bonds, promote market research,
adve r t i s e ,  provide lega l  a s s i s t a n c e ,  t ran sporta t ion ,  trade 
documentation, f r e igh t  forwarding, communication se rv ice s ,  and 
to operate as an export t rad ing company;

o Match student in terns who have marketing expert ise  to f irms
wanting cheap market research;

o I n i t i a t e  seminars on world economic trends , marketing tech­
n iques ,  export con tro l s ,  documentation, t ransportat ion , 
s p e c i f i c  countr ie s ,  po ten t ia l s  of s p e c i f i c  products, export 
f inanc ing ;

o Set up a State export trading company;

o Create a State agency to guarantee performance and 'payment
bonds for more than one year and more than $1 m i l l ion ;

o Organize cooperatives for  the purpose o f - f i n a n c in g  and guaran­
tee ing the exports of members;

o P a r t ic ip a te  as equity partner in new export ventures;

o Issue in ternat iona l  trade bonds;
%

o Issue monthly pub l ica t ion s .  These can contain updates on con­
ferences ,  planned trade m is s ion s ,  v i s i t i n g  foreign bus iness  
persons, trade opportunit ie s;

o Compile a l i s t  of prospective Alaskan exporters and best
prospects for th e i r  products;



Have catalogue shows and trade f a i r s  to get face to face meet­
ings between buyers and exporters .  These provide a forum for
d i scu s s ion  of p r i c in g ,  q u a l i t y ,  performance, and competit ive­
ness;

Get experienced exporters to meet with those new to exporting 
as a type of  mentor program.

- 8 -



I V .  POLICY CONSIDERATIONS

A. General Discussion

The f i r s t  considerat ion fac ing Alaska dec is ion  makers interested in ex­
panding exports through export f inancing i s  that  the lack of f inancing i s  
only one of a host of v a r iab le s  that  may in h ib i t  increased exports from
Alaska. I t  may, in f a c t ,  not be the key problem. Lack of competitively
priced products, inadequate management s k i l l ,  an economic downturn, lack 
of add it iona l products to s e l l ,  i n s u f f i c i e n t  marketing e f fo r t ,  lack of 
supporting in f r a s t ru c tu re ,  and the strongL do l l a r  may be more important. 
Financing w i l l  do l i t t l e  to overcome these problems.

The second cons iderat ion i s  that  i f  the State i n i t i a t e d  a f inancing pro­
gram, i t  would, in a l l  l ike l ihood ,  end up a s s i s t i n g  companies that no one 
e l s e  was in te re s ted  in helping in ways that no one e l s e  wanted to get
involved w i th .  The unwi l l ingness  of the p r iva te  sector to f inance a
bus iness  venture or transact ion does hot , in i t s e l f ,  j u s t i f y  government
in te rvent ion .

There are several  j u s t i f i a b l e  reasons tha t  p r iva te  i n s t i t u t io n s  may not 
meet the neeas of some exporters: the r i s k  i s  too great ,  f luc tua t ing
in t e r e s t  r a t e s ,  funding l im i t a t io n s ,  the p ro f i t  potent ia l is  too small ,  
competitor nations sub s id i ze  th e i r  exports ,  reg ional banks don't have the 
experience or in t e re s t  in  export f in anc ing ,  ana a temporary aownturn in a 
sector o f  the economy. Federal programs have attempted to f i l l  many of 
the gaps l e f t  by pr ivate  i n s t i t u t i o n s .

The pr inc ipa l  po l icy  i s su e  for Alaska, there fore ,  i s  whether the benef it s  
r e s u l t i n g  from any increased exports due to i t s  f inanc ing  programs would
be worth the r i s k ,  co s t ,  admin is trat ive burden, and r e sp o n s ib i l i t y .  To
answer t h i s  i s s u e ,  fu r ther  study and po l icy  dec i s ion s  are required. Such 
public  programs often cater  to smal l ,  f i n a n c i a l l y  weak, r i s k y  and even 
poorly managed e n t i t i e s .  Any State e f fo r t  should be designed very care­
f u l l y  to assure that  i t s  a c t i v i t i e s  strengthen industry rather than 
underwrite nonviable a c t i v i t i e s .

There are three reasons the State might be warranted to intervene to 
strengthen the pr ivate  market:

o the Alaska f in anc ia l  system i s  l im ited in s i z e  and scope;
o s u f f i c i e n t  cap i ta l  may not be obta inab le for p ro f i t ab le

pro ject s ;  
o p o l i t i c a l  or soc ia l  reasons.
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B .  P r o g r a m  D e s i g n  C o n s i d e r a t i o n s

In s e l e c t in g  an option or in des ign ing a s p e c i f i c  program i t  w i l l  be 
necessary to consider the fo l lowing:

Why: Why does the Sta te  r e a l l y  want to get involved? I s  i t  to 
support an economically depressed industry? to encourage exports from 
small f i rms? to provide Alaskan goods with a l i t t l e  ex tra  boost?

Cost: How much w i l l  the s ta r t -up  co s t s  be? What w i l l  be the admin­
i s t r a t i v e  cost s?  Will  the program br ing in enough revenue to be s e l f -  
su s t a in in g  or w i l l  the program be a subs idy and a dra in on State 
resources?

Source of Funds: Where w i l l  the program gets  i t s  s t a r t -up  and 
operat ing funds? Options include s e l l i n g  of bonds, charging fee s ,  
general S ta te  appropr ia t ions ,  charging a roya l ty  on s a l e s ,  federal 
g ran t s ,  and so fo r th .

E f f i c i e n c y : For each do l l a r  spent,  how many new exports and jobs
w i l l  r e su l t ?  I f  the S ta te  has a f inanc ing  program, someoody w i l l  always
be there with h i s  hand out.: The State must se t  up a mechanism to ensure
that the S ta te  ge t s  the most bang for  i t s  buck.

Terms and cond i t ion s : What w i l l  be the e l i g i b i l i t y  requirements, 
i n t e r e s t  r a t e s ,  type of f in anc ing ,  matur i ty , amount, c o l l a t e r a l  required, 
and so forth?

Impact on p r iva te  f inanc ing  mechanisms: Several State loan programs, 
due to the low ra te s  of i n t e r e s t ,  have e s s e n t i a l l y  removed the pr ivate  
sector from the market. Does the State  program make the maximum use of 
pr ivate  in s t i t u t io n s ?

B e n e f i t s : What w i l l  be the impact on employment, tax revenue,
economic d i v e r s i f i c a t i o n ,  and personal income? Where w i l l  these bene f i t s  
occur and who w i l l  rece ive  them?

E f f e c t i v e n e s s : Wil l the program reach the groups for which the 
program i s  intenaed? The State  may f inance exports,  but would these
exports have taken place without State a s s i s t an ce?  Will the program 
improve the competit iveness  of  in -S ta te  exporters?

Who w i l l  adminis ter the program: Wil l  a new organ izat ion be created-
to run the program or w i l l  an e x i s t in g  e n t i t y ,  such .as the Alaska Depart­
ment of Commerce and Economic Development or AIDA, be charged with the 
r e sp o n s ib i l i t y ?  This w i l l  depend on the c a p a b i l i t y  of the o rgan i za t ion s ,  
i t s  r e l a t io n sh ip  to other State  programs, a c c ep t ab i l i t y  to other State 
agenc ies .  '• .

Admin is trat ive complexity : Will  the program require few or many 
people to run? What leve l of s k i l l  w i l l  be required? Are there legal
complicat ions? Wil l  the program requ ire  severa l  locat ions  throughout the 
State?

C.jportunity cost  of  money: What e l s e  could be done with the money 
used for f inanc ing  exports?

Type of company aided ( s i z e ,  product, e t c . ) : Will  the program be 
aimed at  a s p e c i f i c  i n t e r e s t  group ( i . e . ,  tne timDer industry or seafood 
indu st ry )?  Will  the program be for small f i rms only? Will  f irms in any
region in Alaska be e l i g i b l e  or only ru ra l  f irms?
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Poten t ia l  co n f l i c t  with U.S. regu la t ion s  or in ternat iona l  agreements:
I f  in t e re s t  ra te s  are su b s io i z e a ,  in te rna t iona l  agreements may be v io la tea .

Overlap with federa l programs: Many federal  .programs e x i s t  that  may 
perform a s im i l a r  funct ion. Is the program designed to complement or 
replace federa l  programs?

Maximum use o f  federal e x p e r t i s e : The Federal Government has exper i ­
enced people located througnout the world. Does the State program make the 
maximum use o f  th i s?

R i s k : What leve l  o f  r i s k  w i l l  the State be w i l l i n g  to accept? Will
the f inanc ing  have a reasonable assurance of  repayment? What leve l of
de fau l t s  w i l l  be acceptable? Will the program be geared to s imple, low 
r i s k ,  short  term f inanc ing  or complex, r i s k y ,  long-term financing?

State  po l i c y : How does the export f inanc ing  program re la t e  to other
State  economic development programs and po l i c i e s?

Adaptab i l i ty  to changes: Economic environments are constant ly chang­
ing .  For example, i n t e r e s t  r a t e s ,  economic growth, and the strength of the
do l l a r  are constant ly  in  a s t a t e  of . f l u x .  Wil l  the program be able to
adapt i t s e l f  to these changes?

Const ituency: Who i s  going to support the program? How does the
bus iness  community react to the program? Will the program maintain l e g i s ­
l a t i v e  support over a number o f  years? Will there be any major opposit ion
to the program? Only the timber industry  has voiced a need for export
f inanc ing  and much of what they requested r e a l l y  wasn 't  export f inanc ing .  
For example, a logger tha t  needs f inanc ing  to harvest  timber that he s e l l s  
to a domestic m i l l  i s  not s t r i c t l y  export f inanc ing .

Last  r e s o r t : Will  exporters have to prove that  a l l  other avenues of
f inanc ing  have been attempted?

L ed i s l a t i v e  reduirements: Will  the program need l e g i s l a t i o n  in order 
to be implemented or w i l l  addit ional s t a f f  be su f f i c i e n t ?



V. CONCLUSIONS ANO RECOMMENDATIONS

A. General

No matter what program the State s e l e c t s ,  i t  should have the fol lowing 
c h a r a c t e r i s t i c s :

1. I t  should not be in co n f l i c t  with federa l l e g i s l a t i o n  or in t e r ­
nat iona l agreements.

2 .  I t  should complement ra ther  than compete with e x i s t in g  f inance 
programs.

3 .  I t  should use federa l expe r t i se  and support.
4 .  The program should make maximum use of p r iv a te  f in anc ia l  i n s t i ­

t u t io n s .  Banks should support S ta te  involvement.
5 .  The program should be f i n a n c i a l l y  sound and s e l f  su s t a in in g .
6 .  The program should help make Alaskan goods more competitive in 

fo re ign  markets.
7 . The program should bene f i t  in -S t a t e  exporters and r e s id en t s .
8 .  The program should support p r im ar i ly  small and medium s ized 

f i rm s ,  without precluding l a rge r  f i rm s .
9 .  I n i t i a l l y ,  the program should not requ ire  high expe r t i se ,  la rge  

s t a f f s ,  l a rge  amounts, long terms, or r i s k y  investments.
10. The program should be c lo s e ly  re la ted  to State development 

p o l i c i e s .
11 .  The program should be f l e x i b l e  and adaptable to changing 

environments.

B. What to do next

The S ta te  of Alaska i s  not yet  prepared to i n i t i a t e  an export f inancing 
program. I t  has not considered in any depth why i t  needs a program; who 
i t  might bene f i t ;  how much i t  might help; how much i t  i s  w i l l i n g  to spena
or r i s k ;  who would administer i t ,  e t c .

Only one th ing appears c le a r  at  t h i s  po in t .  The State  should not con­
s id e r  g e t t in g  involved in making d i r e c t  loans un less  i t  i s  w i l l i n g  to
lose  money, own sawm i l l s ,  be in competition with' banks, assume high 
r i s k s ,  and be su scep t ib le  to p o l i t i c a l  p re s su re s .  Export f inanc ing  i s  
r i s k y ,  r equ ire s  a lo t  of up- front money, does not have widespread 
support, and requ ires  a la rge  s t a f f  with a high leve l of e xpe r t i s e .  
Loans are even more r i s k y  when Alaska i s  a lender of l a s t  r e so r t .  
Several loan programs the Sta te  now o f f e r s  have a high del inquency or
de fau l t  r a t e .  ARC did not have a su cce s s fu l  l i f e .

Loan guarantees have sub s tan t i a l  merit but are a l so  r i s k y .  This i s  
e s p e c i a l l y  true i:i the timber industry where short- term working c ap i t a l  
can e a s i l y  run into the m i l l i o n s .  Counsel ing se rv ice s  have bean used
su c c e s s f u l l y  in other s t a t e s .  The cost  and r i s k  i s  low but the demand
for such se rv ic e s  unknown. The 1 inked-deposi t  program, desp ite  i t s  
subs idy aspect ,  i s  in t e re s t in g  because of i t s  s im p l i c i t y  and low r i s k .



Given thi.s .d i s cu s s ion ,  a reasonable course the S ta te  can take now i s  to 
appoint a h igh - leve l  task force composed of bankers , exporters,  po l i ­
t i c i a n s ,  State  rep re sen ta t ive s ,  ITA o f f i c i a l s ,  resource s p e c i a l i s t s ,  and 
bus iness  le ade r s .  The task force would be ass igned the task of holding 
hear ings to get widespreaa opinions, determining cost s  and bene f i t s ,
e s t ima t ing  demand, recommending a s p e c i f i c  export f inanc ing program, and 
proposing l e g i s l a t i o n  i f  necessary.  The panel should be able to complete 
i t s  f i n a l  report w ith in  s i x  months. I t  might be use fu l to have a moaest 
amount c f  contractual money for the panel to commission short-term,
specif . i c  re search .

While the panel i s  performing i t s  d u t ie s ,  i t  would be wise  for  the State 
to :

a1) 'attend t r a in in g  seminars and conferences on export f inancing.  
The Eximbank, for example, o f f e r s  a 4-day t r a in in g  seminar that 
•appears e xce l len t .

b) i n v i t e  an ITA representat ive to Alaska. The ITA w i l l  send a 
s p e c i a l i s t  up. to Alaska, at no co s t ,  who w i l l  work with Alaska

: in- developing an export f inance program. This should be taken
advantage of .

0  •  •

c) v i s i t  other s t a t e s  that have succe s s fu l  programs.

d) explore whether any monies are a v a i l a b l e  from the federal 
government to research export f inanc ing  neeas ana programs.
The EDA, for example, funded an export development study for
Washington in 1981.
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APPENDIX A

A. OVERVIEW OF EXPORT FINANCING

1. Financing needs

There are b a s i c a l l y  two kinds of export f inanc ing :  pre-shipment 
and post-shipment. Pre-shipment invo lves  f inanc ing  of cap i ta l  
investments , inven to r ie s ,  search ing fo r  markets, work in pro­
gre s s  or anything e l s e  necessary to produce the product. For 
example, in the timber industry i t  i s  necessary to f inance the 
m i l l ,  harvest ing operat ions , logg ing equipment, roads, person­
n e l ,  raw m a te r i a l ,  and so fo r th .  This - type of f inancing often 
requ ire s  rea l  property as c o l l a t e r a l .  The f a c t  that the goods 
w i l l  eventua l ly  be exported has l i t t l e  impact on the the a b i l i t y  
to obtain f inanc ing .

Post-shipment f inanc ing  deals  with how the importer pays the 
exporter fo r  the product. For example, the importer can agree 
to pay the exporter in 30 days or 180 days.  The cred i t  arrange­
ments w i l l  sp ec i fy  the in t e r e s t  r a t e ,  matur i ty ,  grace period, 
and so fo r th .  Post-shipment f inanc ing  has become increas ing ly  
important in being competitive in in te rna t iona l  markets. The 
exporter i s  often able to obtain t h i s  type o f  f inancing by using 
h i s  inventory or a l e t t e r  of c red i t  as c o l l a t e r a l .

As a s t a r t i n g  point fo r  d i s cu s s in g  f inanc ing  mechanisms, i t  i s  
u se fu l  to begin with an overview o f  the typ ica l  ways an exporter 
rece ive s  payment for goods shipped. In order of increasing 
r i s k ,  the fo l low ing methods of payment are used:

2 .  Basic  Methods of Payment

a .  cash in advance: Although r i s k  f ree  and ideal for the 
exporter ,  an importer w i l l  seldom agree to pay. cash in advance. 
This can only be j u s t i f i e d  when,a product i s  in high demana or 
the product has spec ia l  s p e c i f i c a t io n s .  In the pas t ,  t h i s  pay­
ment method has been s u rp r i s i n g ly  popular in the seafood ana 
timber indu s t r i e s  when a s e l l e r ' s  market ex i s ted .  In toaay ' s  
buyer ' s  market, i t  i s  used l e s s  and l e s s .

b. Letter  of Credit ( LC) : This i s  the most widely used 
form of payment. ih i s  i s  a document, is sued by the foreign bank 
a t  the importer 's request ,  promising to pay the exporter a 
s p e c i f i c  amount of money for a s p e c i f i c  quant i ty  of goods when 
the cona i t ions  se t  forth in the LC are f u l f i l l e d  completely.



When an LC i s  i s sued ,  the importer 's bank assumes r e sp o n s ib i l i t y  
fo r  the importer. With an LC, the importer and exporter ao not 
communicate d i r e c t ly ;  the banks are posit ioned as in termea iar ie s .  
The process of mai l ing documents back and forth  between banks 
can take several weeks, with the exporter f inancing the proauct 
between shipment and payment. LC's can be for payment on s igh t  
or at some future date . •

Let te r s  of c red i t  may be revocable, i r revocab le ,  unconfirmed, or 
confirmed. The most de s i rab le  i s  the confirmed ir revocable  LC. 
Irrevocable means that  the LC cannot be cancel led or changed 
without the exporter ' s  consent. Confirmed means that  the 
exporte r ' s  bank guarantees that i t  w i l l  make payment i r r e ­
spect ive  of whether the importer or i s s u in g  bank d e f au l t s .  I f  
the LC i s  unconfirmed, the exporter i s  r e ly in g  on the foreign 
bank to make payment.

c. Documentary Draft fo r  C o l l e c t io n : With t h i s  method,
the exporter, a f t e r  snipment of h i s  gooas, presents a d ra f t  and 
shipping documents to h i s  bank which forwards them to the 
importer 's  bank for co l l e c t io n .  The exporter i s  guaranteed 
that the goods w i l l  be paid for  before the documents are hanaea 
over to the importer while  the importer i s  guaranteed that the 
goods have been shipped before he pays for them. Drafts can be 
s i g h t ,  t ime, or date:

A s i g h t  d ra f t  (request for payment) i s  sent by the exporter ' s  
bank to the foreign bank for presentat ion to the buyer.
Attached to the s i g h t  d ra f t  are sh ipping documents ( b i l l  of 
lad ing ,  invo ices ,  packing l i s t ,  insurance c e r t i f i c a t e s ,  e t c . ) .  
The buyer u sua l ly  pays the d ra f t  when the ves se l  carry ing the 
shipment a r r i v e s .  Without payment, the buyer cannot obtain the 
documents or possess ion of the goods. S ight d ra f t s  are t yp i ­
c a l l y  used when the U.S. firm wishes to re ta in  t i t l e  un t i l  pay­
ment. I t  a lso  meets the. buyer halfway by not ty ing up h i s  funds 
fo r  an excess ive  t ime.

A time d ra f t  i s  s im i l a r  to a s i g h t  d r a f t  except that the buyer 
s i g n s  rather than pays the d ra f t  in order to obt'-'n the docu­
ments necessary to rece ive the goods. By accept ig, the buyer 
agrees to make payment'within’ a spec i f i ed  t ime. I f  the exporter 
neeas the money r i g h t  away,.he can ask the bank to-discount the 
d r a f t .  This type of payment system i s  u su a l ly  used only with 
long-t ime accounts since- there i s  a r i s k  to the exporter of non­
payment.

A date d ra f t  requires  payment by a sp e c i f i e d  date rega ra le s s  of 
the aate on which the products and the d r a f t  are accepted by the 
fore ign buyer. With s igh t  and time d r a f t s ,  the buyer can 
e f f e c t i v e l y  extend the period of  c red i t  by s imply avoiding 
rece ip t  of  the products. Date d r a f t s  make th i s  impossible.



In the case of  d r a f t s ,  banks are not f i n a n c i n g  c r e d i t ,  but earn 
commissions f o r  handl ing of paperwork.

d. Open account; In t h i s  method, payment arranaements are 
between the exporter  and importer.  I f  the importer d e f a u l t s ,  i t
can be very  d i f f i c u l t  f o r  the expo rter  to c o l l e c t .  Even when
payment i s  c e r t a i n ,  the e x p o rte r 's  c a p i t a l  i s  t i e d  up u n t i l  pay­
ment i s  re c e iv e d .  T h is  method i s  p r a c t i c e d  o n l y  with the best 
customers in  the most competit ive markets and i s  a d v isa b le  only 
f o r  f i r m s  making s a l e s  to s u b s i d i a r i e s  or  to tr us ted  buyers.

e.  Consignment: Under t h i s  arrangement, the exporter 
s h ip s  the gooas to the importer,  but the exporter  r e t a i n s  t i t l e  
to the goods u n t i l  the importer has so ld  the goods to a th i r d  
p a r t y .  Under t h i s  arrangement, the expo rter  runs cons iderable 
r i s k  s i n c e  he cannot get paid u n t i l  the merchandise i s  s o ld .  
Payment i s  deferred u n t i l  the agent has so ld  the product ana 
reimburses the e x po rt e rs .  T h is  method i s  g e n e r a l l y  used only  in
c o u n t r i e s  having economic and p o l i t i c a l  s t a b i l i t y .  This system
i s  most common fo r  inter-company t r a n s a c t i o n s  or  contrac tual  
agen ts.  I f  the agent d e f a u l t s ,  there may be l i t t l e  the exporter 
can do. The laws of many cou n t r ie s  p ro t e c t  innocent t h i r a  party 
buy ers.

3 . C r i t e r i a  by Which to Compare F in a n c in g

There are many ways in  which f i n a n c i n g  programs can d i f f e r :  
e l i g i b i l i t y ,  i n t e r e s t  r a t e s ,  m a t u r i t y ,  c o l l a t e r a l  r e q u i r e d ,  
amount a v a i l a b l e ,  e t c .  The ac tu al  f i n a n c i n g  agreement w i l l  
depend on a host of  f a c t o r s :  the c r e d i t  r a t i n g  of the p a r t i c i ­
p an ts ;  terms offered by the co m p e ti t i o n ;  fo r e ig n  exchange 
a v a i l a b i l i t y ;  customary t r a d e  p r a c t i c e s ;  s t a b i l i t y  of the 
importing cou ntry;  whether the f i n a n c i n g  i s  pre or post s h i p ­

ment; complexity  of the d e a l ;  s i z e  o f  the export ing f i r m ;  type 
of  product;  type of  f i n a n c i a l  i n s t i t u t i o n  being used;  and so 
on. The d is c u s s io n  below con centrates on the p r i n c i p a l  terms 
and c o n d it io n s  of a f i n a n c i n g ‘ program: why they may d i f f e r ,  how 
they d i f f e r ,  and how t h i s  r e l a t e s  to A l a s k a .

E l i g i b i l i t y : Both banks and p u b l i c  agencies s e t - s t a n d a r a s
by whicn tney determine to whom they w i l l  lend or not lend. 
E l i g i b i l i t y  f o r  a program may depend on company s i z e ,  l e g i s ­
l a t i v e  i n t e n t ,  yea rs  of export e x pe ri e n c e,  product exported,  
country of d e s t i n a t i o n ,  c r e d it w o r t h i n e s s  o f  the borrower, ana so 
on. Some programs are designed fo r  ex po rte rs  and others fo r  the 
im po rt e rs.  Some deal with companies w h i le  others deal with 
banking i n s t i t u t i o n s .



A v a i l a b i 1i t y : Company s i z e  has an important inf luence on
funds a v a i l a o l e  for  export.  Export f i n a n c i n g  i s  g e n e r a l l y  not 
a v a i l a b l e  or needed by a l l  companies on an equal b a s i s .  T y p i ­
c a l l y ,  s m a l le r  f i rm s  export n on c a p ita l  goods and s e l l  t h e i r  
goods fo r  cash,  a g a in s t  a l e t t e r  of  c r e d i t ,  fo r  terms not 
exceeding 180 days.  While t h e i r  needs are s h ort - te rm ,  s m a l l e r  
f i r m s  and f i rm s  with l i t t l e  expor* expe rience have the gr eat est  
d i f f i c u l t y  in o b ta in in g  export f i n a n c i n g .  Many are not aware of 
the fundamentals of  export f i n a n c i n g  or  of a v a i l a b l e  programs. 
Because of the l ac k  of a tr a c k  r e c o r d ,  marginal  f i n a n c i a l  con­
d i t i o n s ,  and smal l  f i n a n c i n g  re qui re m ents ,  pre-shipment l i n a n c -  
ing may be p a r t i c u l a r l y  d i f f i c u l t  fo r  s m a l l e r  f i r m s .  Large 
f irm s t y p i c a l l y  f i n d  i t  r e l a t i v e l y  easy in comparison to small  
and m i d - s i z e a  f i rm s  to arrange pre and" post shipment export 
c r e d i t  and s e r v i c e s .

Another important determinant of  the a v a i l a b i l i t y  of funds i s  
the banking system c l o s e  to the e x p o r t e r .  Regional banks, such 
as in  A l a s k a ,  may lack  e x p e r t i s e  or i n t e r e s t  in export f in a n c in g  
w h i l e  l a rge  i n t e r n a t i o n a l  banks may have a minimum tr a n s a ct io n  
s i z e  that  exceeas the needs of  even medium fi '-ms.  Lack of a 
l o c a l  o f f i c e  of a fe de ra l  program, such as r o t  having an 
Eximbank o f f i c e  in  A l a s k a ,  may a l s o  i n h i b i t  use of a program.

A v a i l a b i l i t y  a ls o  often depends on the general  sta t e  of the 
economy, both domestic and f o r e i g n .  When the domestic economy 
i s  growing, banks may p re fe r  to f i n a n c e  domestic items ra t h er  
than more r i s k y  fo r e ig n  o u s i n e s s .  In a d d i t i o n , w h e n  economic 
c o n d i t io n s  in  an i n d u s t r y  are poor, such as i s  the case of the 
t imber in d u s t r y  in  A l a s k a ,  funas often d ry  up for  the in d u s t r y  
most in  reed.

P o l i t i c a l  and economic s t a b i l i t y  of  the importing country can be -  
an i m p o r t a n t . f a c t o r  in the a v a i l a b i l i t y  and need fo r  funos.
Whi le Japan, A l a s k a ' s  primary t r a d i n g  p a r t n e r ,  pays cash for 
many of  t h e i r  U.S.  imports,  l e s s  developed c o u n t r i e s ,  many with 
debt problems, t y p i c a l l y  r e q u i r e  f i n a n c i n g  with longer terms.

A v a i l a b i l i t y  of f i n a n c i n g  w i l l  "also depend on whether the buyer 
i s  a s u b s i d i a r y  of  a U.S.  company. Approximately 40:S of U.S.  
exports  are to overseas s u b s i d i a r i e s  of  U.S.  f i r m s .  Fort y -se v e n  
percent of U.S.  shiomencs to Japan were to s u b s i d i a r i e s .  In 
A l a s k a ,  Japanese ownership i s  important in the seafood and 
t imber i n d u s t r i e s .

I n t e r e s t  R a t e s : I f  money i s  borrowed to produce a product,
the i n t e r e s t  ra te  w i l l  d i r e c t l y  i n f l u e n c e  the cost  of the pro­
d u c t .  The cost  of  money, as measured by the i n t e r e s t  r a t e ,  can 
determine whether a product i s  v i a b l e  or  not.  L ik e w is e ,  once a 
product i s  reaoy fo r  s a l e ,  the trade c r e d i t  off er ed may d e t e r ­
mine how e a s i l y  the proauct s e l l s .
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As the i n t e r n a t i o n a l  market place becomes i n c r e a s i n g l y  com­
p e t i t i v e ,  traae c r e d i t  i s  becoming an e s s e n t i a l  s a l e s  t o o l .
Even when the i n t e r e s t  r a t e  i s  a smal l  p o rt io n  of the to ta l  
s a l e s  p r i c e ,  high r a t e s  can hurt  the c om p e ti t iv en e ss  of a com­
pany's  product.  Other c o u n t r ie s  are o f f e r i n g  s ub s id iz e d  trade 
c r e d i t ,  with long m a t u r i t i e s ,  and grace p e r i o d s .

There are three key c r i t e r i a  in e v a l u a t i n g  i n t e r e s t  r a t e s :  the
a b solu te  r a t e ;  the r a t e  r e l a t i v e  to competing s e l l e r s ;  and 
whether the r a t e  i s  f i x e d  or  f l o a t i n g .  Compared to other 
c o u n t r i e s ,  the U.S.  has not been v e r y  c o m p e t i t i v e .  In recent 
y e a r s ,  U.S.  i n t e r e s t  r a t e s ,  i n c l u d i n g  s u b s i d i z e d  ra te s  of the 
Eximbank, have been above those of  competing n a t i o n s .  F u r t h e r ­
more, most i n t e r e s t  r a t e s  o ff ere d  by U. S .  commercial banks are 
of f e r e d  on a f l o a t i n g  b a s is  at 1 to 3 p e r c e n t  points  over prime 
w h i l e  many c o u n t r i e s  o f f e r  f i x e d  r a t e s .

Large e xp o rte r s ,  by s e l l i n g  to s u b s i d i a r i e s  r r  by having b et te r  
access to f i n a n c i a l  markets in othe r c o u n t r i e s ,  have fewer 
problems with i n t e r e s t  r a t e s  than s m a l l e r  f i r m s .

M a t u r i t y : Loans can be c la s s e d  as s h o r t - t e r m  ( l e s s  than
one y e a r ; ,  mio-term (one to f i v e  y e a r s ) ,  and long-term (more 
than f i v e  y e a r s ) .

S h ort- te rm  post-shipment f i n a n c i n g  i s  g e n e r a l l y  useo for  a g r i ­
c u l t u r a l  produc ts ,  raw m a t e r i a l s ,  p a r t s ,  and other consumaoies. 
Medium-term f i n a n c i n g  i s  g e n e r a l l y  used fo r  c a p i t a l  equipment. 
Long-term f i n a n c i n g  i s  g e n e r a l l y  neeoeo o n ly  foe. la rge  p r o j e c t s  
or  m u l t i - m i l l i o n  d o l l a r  high technology produc ts .  Most of 
A l a s k a ' s  c u r re n t  post-shipment f i n a n c i n g  needs are s h o rt - te rm .

Lending L i m i t s : Every bank or government agency sets
l i m i t s  upon the amount i t  w i l l  le nd.  L im it s- de p en d  on the 
f i n a n c i a l  s treng th  of the trade pai t i c i p a n t s , the intended use 
o f  the money, the m a t u r i t y ,  the t r a c k  record of the company, the 
s i z e  of  the bank, the country of d e s t i n a t i o n *  and a host of 
othe r f a c t o r s .

Timing of F i n a n c i n g : F in a n c i n g  can be d iv i d e d  into two
c a t e g o r i e s :  pre-smpmenc and p os t- s h ipm e n t.  Pre-shipment 
f i n a n c e  i s  the f i n a n c i n g  of production f a c i l i t i e s ,  s t o c k s ,  and 
work in  progress up to the time when the goods are reaoy f o r  
shipment.  In terms of o b ta in in g  pre -s h ipm ent f i n a n c i n g , ,  most 
f i n a n c i a l  i n s t i t u t i o n s  care l i t t l e  whether the shipment w i l l  be 
consumed d o m e s t i c a l l y  or in a fo r e ig n  market.  Because of the 
r i s k ,  in  terms of  both the v i a b i l i t y  of the c o l l a t e r a l  and the 
p o s s i b i l i t y  of  d e f a u l t ,  pre-shipment f i n a n c i n g  can be more



d i f f i c u l t ,  to obta in  than post-shipment f i n a n c i n g .  Yet seme 
i n d u s t r i e s ,  such as the f o r e s t  i n d u s t r y  in A l a s k a ,  are most in 
need of working c a p i t a l .

Post -shipment f i n a n c i n g  i s  e a s i e r  to ob ta in  s i n c e  i t  i s  often 
secured by a product or  l e t t e r  of c r e d i t .  In terms of  pos t­
shipment f i n a n c i n g  (not much i s  known how p re -e xp ort  shipment 
v a r i e s  by prod uct ),  approximately  t w o - t h i r d s  of  U.S.  manu­
fa ctu re d exports are paid f o r  in  cash (or  l e s s  than 30 d ays ).
Of the amount f inanced (1980 d a t a ) ,  85% i s  on terms le s s  than 
one y e a r  and 6% has a term of 1-5 y e a r s .  The ITA estimated that 
68% of  food products exports ,  66% of lumber prod uct s,  66% of 
paper produc ts ,  and 58% of chemical proaucts requi red  seme type 
of  pos t-shipment f i n a n c i n g .  Almost a l l  of  the f i n a n c i n g  fo r  
these products i s  f o r  le s s  than one y e a r .  The ITA estimated 
t h a t  86% of  A l a s k a ' s  manufactured exports  had a term of  le s s  
than one y e a r .

Form of  F i n a n c i n g : Export f i n a n c i n g  can e x i s t  in many
forms.  For example, o i r e c t  loan s,  loan guarante es ,  ins urance,  
tax i n c e n t i v e s ,  i n t e r e s t  ra te  s u b s i d i e s ,  ano i n f r a s t r u c t u r e  
development can a l l  be forms of  export f i n a n c i n g .

Degree of  Coverage: Most a l l  lo a n s ,  guarantees,  ano
in su ra n ce  programs oo not cover 100% of the value of the s h i p ­
ment. The Eximbank and FCIA,  for  example, assum many of the 
r i s k s  of  export ing but coverage of  guarantees ano insurance i s  
u s u a l l y  l e s s  than 90%.  Other programs provide  much less  
coverage.

C o l l a t e r a l  Required : Some programs r e q u i r e  re a l  e s tat e  as
s e c u r i t y  w n i l e  otners may be s a t i s f i e d  with a l e t t e r  of c r e o i t ,  
equipment, or p a r t i a l  down payment. Some programs r e q u ir e  100% 
c o l l a t e r a l ,  others more or l e s s .  Small  borrowers are c r i t i c a l  
of  many commercial banks' i n s i s t e n c e  on o b t a i n i n g  personal 
guarantees to support export borrowing.

Ease of Use: Some programs may not be used up to t h e i r
l i m i t  Decause or complex re p ort i ng  requirements or  d is t a n c e  to 
program headq uar ters.

Speed of Response: The speed with which a program responds
to a f i n a n c i n g  request  or to wnich i t  makes payments once docu­
ments have been approved i s  c r i t i c a l .  One major complaint of 
the Eximbank i s  slow response time.



Deosndabi1i t y : Amounts, a v a i l a b i l i t y ,  terms,  and con­
d i t i o n s  of export f i n a n c i n g  have f l u c t u a t e d  in recent y e a r s .  In 
attempting to e s t a b l i s h  long-term b usi n ess t i e s ,  the depend­
a b i l i t y  of  export f i n a n c i n g  i s  c r i t i c a l .  Some federa l  programs, 
such as the Eximbank, change f r e q u e n t l y  due to p o l i t i c a l  con­
s i d e r a t i o n ,  Recent e f f o r t s  have even been aimed at e l i m in a t i o n  
many f e d e r a l  programs.

Repayment Sch e du le : Some loan programs have grace periods
w h i l e  ot he rs  o n ly  i n t e r e s t  need be paid f o r  a time.

R e c i p i e n t : Some programs are designed to loan money to the
e xp o rte r  w h i l e  others are designed to loan money to the importer.  
Some banks w i l l  make loans based on the e xp o rte r s '  c r e d i t w o r t h i ­
ness r a t h e r  than the fo r e ig n  buy ers '  c r e d i t w o r t h i n e s s .  Some 
programs w i l l  deal o n ly  with i n s t i t u t i o n s  such as bank or export 
t r a d i n g  companies r a t h e r  than i n d i v i d u a l  e x po rt e rs .

C o s t : 8e s id e s  the i n t e r e s t  r a t e ,  f i n a n c i n g  programs often 
charge rees and premiums. These fees charged for  a s e r v i c e  can 
i n h i b i t  use o f  a program.



APPENDIX B

B. EXISTING PRGGRAMS AVAILABLE TO FINANCE ALASKAN EXPORTS

As id e  from i n t e r n a l  f i n a n c i n g ,  f i rm s have an a r r a y  of  s t a t e ,  
f e d e r a l ,  or p r i v a t e  programs from which to attempt to fund 
expo rts .  These can inc lu de  d i r e c t  lo a n s ,  guarantees,  in s u ran c e ,  
or i n f r a s t r u c t u r e  a s s i s t a n c e  from f ede ral  and sta t e  governments; 
loans from commercial banks; purchase of  r e c e i v a b l e s  from 
f a c t o r i n g  houses;  or a s s i s t a n c e  from export t r a a i n g  companies.
A b r i e f  d e s c r i p t i o n  of  s t a t e ,  f e d e r a l ,  and p r i v a t e  f i n a n c i n g  
programs f o l l o w s :

1 . St a te  of Alas ka Programs

While A la ska  does not c u r r e n t l y  have a s p e c i a l i z e d  export 
f i n a n c i n g  f a c i l i t y ,  the s ta t e  does o f f e r  several  types of 
f i n a n c i a l  i n c e n t i v e s  to business and i n d u s t r y  that may d i r e c t l y  
or i n d i r e c t l y  b e n e f i t  e xpo rte rs .  I n c e n t iv e s  offer ed  by Alaska 
g e n e r a l l y  f a l l  into  three c a t e g o r i e s :  loans,  i n f r a s t r u c t u r e  
development, and tax i n c e n t i v e s .  To the extent p o s s i o l e ,  these 
are d iscu ss ed  below in a standard format.

LOAN PROGRAMS

As o f  the f i r s t  q u a rte r  1985, Alaska had ou tst anaing economic 
development loans of about $530 m i l l i o n .

a. A g r i c u l t u r a l  Loan Fund

Administered b v : Alaska  Department of Natural  Resources 
Purpose: To promote a g r i c u l t u r e  through low i n t e r e s t  loans for  
proauct p ro c e s s in g ,  land c l e a r i n g ,  c h a t t e l  ( l i v e s t o c k  ana equip­
ment), farm development, and i r r i g a t i o n .
E l i g i b i l i t y ; I n d i v i d u a l  farmers,  homesteaders, p a r t n e r s h i p s , and 
c orpo ra t i on s  who are Alaskan re s id e n ts  ana have farming or 
r e l a t e d  b us in es s  experience.
Amount: Several  types o f  loans are a v a i l a b l e .  Loans for  general  
farm op erat io ns  may be made up to a maximum of 5Z00 .CC0 . Loans 
up to $250,000  may be made f o r  product p ro c e s s ing .  Lana c l e a r ­
ing loans may not exceed $250 , 000 . Farm development, c h a c t e l ,  
and i r r i g a t i o n  loans have a l i m i t  of $1 m i l l i o n .
Repayment: Shor t-ter m loans for  general  farm operat ions may be 
maae for  up to one y e a r .  Loans for  proauct pro cess ing have up 
to 30 years  to repay.  Land c l e a r i n g  loans may not exceed 20 
y e a r s .  Farm development, c h a t t e l ,  ana i r r i g a t i o n  loans have a 
30 yea r  maximum term.
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I n t e r e s t  R a t e : A l l  loans c u r r e n t l y  charge an 8% i n t e r e s t  r a t e .
Co 11ate ra  1: Mortgage on r e a l  propert y or a s e c u r i t y  i n t e r e s t  in 
equipment.
Outstanding Loans: C u r r e n t l y  there are 770 loans outst anding 
from 270 borrowers fo r  a t o t a l  of $48 m i l l i o n .  Of t h i s  amount, 
18. 5% i s  considered d el in que nt and 10. 5% in  d e f a u l t .

For f u r t h e r  i n f o r m a t i o n , c o n ta c t :  A la s k a  Department of Natural  
Resources,  915 South S a i l y ,  P.O.  Box 2470 , Palmer,  A la sk a 99645, 
telephone:  745-7200

b. A la s ka  Commercial F i s h i n g  and A g r i c u l t u r a l  Bank (CFA8 )

Administered b y : Although e s t a b l i s h e d  by s t a t e  s t a t u t e ,  CFAB i s  
a p r i v a t e  lending c o o p e r a t i v e ,  not a s t a t e  agency.
Purpose: The c o o p e ra t ive  pro v ia es  i t s  members with such b e n e f i t s  
as com p e ti t ive  loan r a t e s  at terms ana c o n a i t i o n s  aesignea to 
meet the neeas of  the i n d i v i d u a l  and the i n d u s t r y .
E l i a i b i 1i t y : Loans may be maae to members fo r  h a r v e s t i n g ,  
mark eti ng,  or p ro c e ss in g  of  f i s h ,  t i m ber,  or a g r i c u l t u r e  pro­
d u c ts .
Repayment: M a t u r i t y  can be up to 15 y e a r s  and loans can cover up 
to 75%.
I n t e r e s t  R a t e s : I n t e r e s t  r a t e s  are determined by the p e r i o d i c  
s a l e  of Farm C r e d i t  bonds in  the n a t i o n a l  market ana the ra te s  
are f l o a t e d  or ad juste d  whenever the c o s t  to CFA8 changes. 
Outstanding Loans: CFAB provides a s i g n i f i c a n t  share of working 
c a p i t a l  neeas fo r  f i s h  p ro c e s s o r s .  The timber i n d u s t r y ,  accord­
ing  to the timber task  for ce  r e p o r t ,  has experienced major 
d i f f i c u l t i e s  with CFAB' s loan and c o l l a t e r a l  requirements .  As 
of  1983, CFAB h a d. lo a ns  of $110 m i l l i o n .  Loan l oss e s have been 
severe fo r  the past few y e a r s .

For f u r t h e r  i n f o r m a t i o n , c o n ta c t :  CFAB, P.O.  Box 4- 2070 , 
Ancnorage, A la s k a  99509 , te lephone:  276- 2007 .

c .  A la sk a  I n d u s t r i a l  Development A u t h o r i t y  (AIDA)

Administered By : The Ala sk a I n d u s t r i a l  Development A u t h o r i t y  
(AIDA) i s  a p u o l i c  cor p o ra t io n  of the s t a t e  e s t a b l i s h e d  in 1967 
to promote the general  economic w e lf a re  of A l a s k a n s .  AIDA has 
three p r i n c i p a l  methods to provide  f i n a n c i n g .  Two f i n a n c i n g  
methods i n v o l v e  the use of tax exempt bonds. The t h i r d  i n v o lv e s  
purchase by AIDA o f  f e d e r a l l y  guaranteed lo a n s .  AIDA does not 
make d i r e c t  loans to borrowers. I t  i s  a requirement that  a 
f i n a n c i a l  i n s t i t u t i o n  be the o r i g i n a t o r  and s e r v i c e r  of any AIDA 
lo a n .  The A u t h o r i t y ' s  op era t io ns  are paid  f o r  by fees charged 
to users  of  AIDA programs.



Bonds

'Purpose: AIDA i s s u e s  two types of tax exemn.: bonas that a s s i s t  
busin esses in se c ur in g  long-term f i n a n c i n g  for  e l i g i b l e  c a p i t a l  
investments such as b u i l d i n g s ,  p l a n t s ,  property,  ana equipment 
at  moderate i n t e r e s t  r a t e s .  Through i t s  bond programs, AIDA has 
p a r t i c i p a t e d  in funding such p r o j e c t s  as an a i r  cargo f a c i l i t y ,  
engine r e p a i r  s e r v i c e ,  bulk f u e l  f a c i l i t y ,  commercial warehouse, 
mini ’storage u n i t ,  shopping c e n t e r ,  o f f i c e  b u i l a i n g ,  ana manu­
f a c t u r i n g  f a c i l i t y .
E l i g i b i l i t y : Any business e n t i t y  located in  A l a s k a .
Amount: Loans may be made f o r  up to $10 m i l l i o n .  Under the 
umDrel la  program, the t o ta l  loan amount cannot exceea 75% of the 
l e s s e r  of  the purchase p r i c e  or  ap prai sed  value of the asset 
f i n a n c e d .  AIDA w i l l  buy up to 90% of a loan with the lender 
h o ld in g  the remainder.  Umbrella bonds are  backed by the f u l l  
f a i t h  and c r e d i t  of the A u t h o r i t y .  Under the revenue bond 
program','the loan can be up to 100% of the e l i g i b l e ,  actual  
c o s t s .  AIDA fu n c t io n s  on ly  as a br idge  between the borrower and 

Tender". The lender must agree beforehand to purchase a l l  the 
bonds. The f u l l  f a i t h  ana c r e d i t  of the A u t h o r it y  i s  not 
i n v o lv e d  in  these t r a n s a c t i o n s .
~Repavment: Up to 25 y e a r s .
I n t e r e s t  R a t e : Based on the c os t  o f  bond funds.
Col l a t e r a l : C o l l a t e r a l  such as r e a l  prope rty  of  a s e c u r i t y  
" i n t e r e s t  in machinery i s  r e q u i r e a .
Outstanding l o a n s : As of the f i r s t  q uar te r  1935, outstanaing 

T o a n s ' t o t a i e a  $173 m i l l i o n  f o r  the Umbrella Program.

^ f e d e r a l  Guarantee Procram

Purpose: AIDA w i l l  purchase the f e d e r a l l y  guaranteed port ion 
( p r i m a r i l y  SBA) of  a loan approved by a lending i n s t i t u t i o n .  To 
provide f i x e a - r a t e ,  long-term loans ro r  accounts r e c e i v a b l e s ,  
i n v e n t o r i e s ,  working c a p i t a l ,  equipment, and some debt r e f i n a n c ­
i n g .
E l i g i b i l i t y : Any b us in es s  e n t i t y  meeting SBA requirements.  
Amount: Up to $ 500,000  per borrower.  G e n e r a l l y ,  these loans 
have been guaranteed by the U.S.  Small  Busine ss A d m i n i s t r a t i o n .  
Repayment: Negotiable
I n t e r e s t  R at e : Equal to the most re cent index of AA corporate 
bona y i e l d  average p lus 1. 5% on loans l e s s  than $ 100,000  and 1% 
on loans over $ 100, 000 .
Col l a t e r a l : Negotiated by l e n d i n g - i n s t i t u t i o n  and approved by 
the SBA
Outstanaing Loans: A: of the f i r s t  q u a r te r  19S 5 , $54 m i l l i o n .

For f u rth e r  i n f o r m a t i o n , c o n ta c t :  AIDA, 1577 C S t r e e t ,  S u i t e  
304 , Ancnorage, Alaska  99501- 5177 , te lephone: 907- 274- 1551.



d. A l a s k a  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y

Administer ed by: The A la s k a  M u nic ip a l  Bond Bank A u t h o r i t y  i s  a 
p u D l i c  c or po ra t i on  cre ated by s t a t e  law. The f u l l  f a i t h  and 
c r e d i t  of the s t a t e  i s  not pledged to secur e bonds is s u e s  by the 
bank.
Pu rp ose: To a s s i s t  Ala skan communities with f i n a n c i n g  c a p i t a l  
p r o j e c t s  such as h a rb o r s ,  docks,  s c h o o l s ,  and p u b l i c  b u i l d i n g s .  
E l i g i b i l i t y  Communities with a general  o b l i g a t i o n  bond e l e c t i o n  
Amount: There i s  no maximum loan amount.
Repayment: Repayment depends on the amount and terms e s t a b l i s h e d  
a t  the time of  the bond s a l e .
I n t e r e s t  r a t e s : Determined by n a t i o n a l  f i n a n c i a l  markets.
Col l a t e r a l : The Bank has f i r s t  c l a i m  on funds the community 
would r e c e i v e  from the s t a t e .  In a d d i t i o n  to a 15% rese rve  
e s t a b l i s h e d  a t  the bond s a l e ,  the bonds are backed by the 
m u n i c i p a l i t y ' s  ta x in g  power.
Outstanding l o a n s : As of  the f i r s t  q u a r t e r  1935, the Bank had 46 
loans t o t a l i n g  $159 m i l l i o n . .  None were d e l i n q ue n t or in d e f a u l t .

For f u rth e r  i n f o r m a t i o n , c o n t a c t :  The A la s k a  Municipal  Bond Bank 
A u t n o r i t y ,  601 west otn Ave. S u i t e  430 , Anchorage, Ala ska  99501, 
te lephone:  274-7366

e.  Commercial F i s h i n g  Loans

Administered b y : A la s k a  Department of  Commerce and Economic 
Deve iopment.
Pu rp ose: To a s s i s t  the f i s h i n g  i n d u s t r y .  Programs are a v a i l ­
a b l e  to lend money f o r  the purchase of l i m i t e d  e n t ry  permits ,  
purchase or upgrading of v e s s e l s ,  and h at ch ery  c o n s tr u c t io n  and 
o p e r a t io n .
E l i g i b i 1 i t y : Depends on-th e  p a r t i c u l a r  program. Loans can be 
made to i n d i v i d u a l  Ala ska n r e s i d e n t s  with commercial f i s n i n g  
e x pe ri e n c e;  or Alaskan i n a i v i d u a l s  or b usi n ess  e n t i t i e s  that  are 
dependent on the f i s h i n g  i n d u s t r y ;  or  a q u a l i f i e d  re g io nal  
a s s o c i a t i o n  or p r i v a t e  n o n p r o f i t  c o r p o ra t io n  
Amount: Up to $300,000  may be borrowed to purchase a l i m i t e d  
e n t r y  permit.  Loans up to $ 100,000 may be maae to i n d i v i d u a l s ,  
p a r t n e r s h i p s ,  and c o r p o r a t i o n s  f o r  the purchase,  r e p a i r ,  
r e s t o r a t i o n ,  or upgrading of v e s s e l s  and gear.  The s t a t e  w i l l  
lend up to $10 m i l l i o n  to a q u a l i f i e d  r e g io n a l  a s s o c i a t i o n  or 
p r i v a t e  n o n p r o f i t  c o r p o ra t io n  f o r  the p l a n n i n g ,  c o n s t r u c t i o n ,  
and operat ion of h at ch ery  f a c i l i t i e s .



Repayment: Up to 15 years for  l i m i t e d  e n t ry  permits and vessel  
purcnase or r e p a i r .  Up to 30 years  fo r  f i s n e r i e s  enhancement. 
I n t e r e s t  R a t e s : Loans for  f i s h e r i e s  enhancement charge 9 . 5% with 
no p r i n c i p a l  repayment f o r  the f i r s t  6 to 10 y e a r s .  A l l  other 
loans are 10 . 5%.
Col l a t e r a l : S e c u r i t y  i n t e r e s t  in  a l i m i t e d  entry  permit,  gear,  
v e s s e l ,  or mortgage on hatc her y.
Outstanding l o a n s : To date,  1,744 loans t o t a l i n g  $31 m i l l i o n  
have oeen issuea  under the commercial f i s h i n g  loan program. Of
t h i s ,  10. 7% are del i nquent and 1% in d e f a u l t .  E i gh ty -s even
loans t o t a l i n g  $35 m i l l i o n  have been made fo r  the f i s h e r i e s
enhancement loan fund. None are del i nque nt or in d e f a u l t .

For  f u r t h e r  i n f o r m a t io n , c o n ta c t :  A la s k a  Department of Commerce 
and Economic Development, D i v i s i o n  of  Investments,  Juneau,
A l a s k a  99811, telephone:  907- 465- 2510 .-

f .  Mining Loan Fund

Administer ed b v ; The Alas ka Department of Commerce and Economic 
Development
Pu rp ose: To a s s i s t  mineral e x p l o r a t i o n ,  development, or mining 
E 1i g i o i 1i t v : The a p p l i c a n t ( s )  must be a r e s i d e n t  of the sta te  
ana oe aoie to e s t a o l i s n  f i v e  yea rs  of  e x p lo ra t io n  or mining 
experience in A l a s k a .
Amount: Up to $5 m i l l i o n  
Repayment: up to 15 years  
I n t e r e s t  R a t e : 10%
C o l l a t e r a  i : Real property,  i n t e r e s t  in  mining c la i m ,  or 
macm ner y.  Loans can not exceed exceed 75% of the appraised 
c o l l a t e r a l  v a lu e .
Outstanding B a la n c e : S ince i t s  in c e p t io n  in  1980, 43 loans 
t o t a l i n g  $20 m i l l i o n  have been made. Of t h i s ,  42% i s  del inquent 
and 1. 3% in  d e f a u l t .

Fo r  f u rth e r  i n f o r m a t io n , co n tac t :  A la sk a Department of Commerce 
ana Economic Development, D i v i s i o n  of Investments,  675 7th A v e . ,  
S t a t i o n  A, F a i r b a n k s ,  Alaska  99701 , telephone:  907- 452- 3132 .

INFRASTRUCTURE DEVELOPMENT

g. Development of Access Roads to Mineral  Areas

Administer ed b v : Alas ka Department of Natural Resources 
Purp ose: io neio smal l  operators develop nonoi l  and aas minera ls  
in  areas wnere mining prospects of v a l i d  commercial promise are 
i n a c c e s s i b l e  to truck naulage.



Amount: The s t a t e  can provide 50% or $ 50 , 000 , whichever is 
lower,  of the road c o n s t r u c t i o n .
Outstanding Loans: 10 date,  although the l e g i s l a t i o n  i s  s t i l l  
a c t i v e ,  has not oeen funded. Due to the l i m i t e d  loan amount, 
the program i s  not expected to be w i d e l y  used.

For f u r t h e r  in f o r m a t io n , c o n ta c t :  A la s k a  Department of ,‘la tura l  
Resources,  Juneau, A l a s x a ,  telephone: 907- 455-2400

h.  Regional  Resource Development A u t h o r i t i e s

Under l e g i s l a t i o n  passed in  1983, i t  i s  p o s s i b l e  fo r  lo c a l  areas 
to o rga n ize  a Resource Development A u t h o r i t y  f o r  the purpose of 
b u i l d i n g  roads,  r a i l r o a d s ,  docks,  and other tr an sport  f a c i l i t i e s  
r e q u i r e d  to support re so u rc e  development a c t i v i t i e s .  The 
A u t h o r i t y  has the power to borrow money ano is s u e  oonds for  the 
development of  f a c i l i t i e s  as w e l l  as to own ano operate 
f a c i l i t i e s .  To oate,  t h i s  l e g i s l a t i o n  has not r e s u l t e d  in mucn 
a c t i v i t y .

i .  S p e c ia l  Funding

L e g i s l a t i o n  can be passed to a i d  development-of a s p e c i f i c  
p r o j e c t .  For  example, t h i s  s e s s io n  l e g i s l a t i o n  was passea to 
t r a n s f e r  money to the A la ska  I n d u s t r i a l  Development A u t h o r i t y  
and to permit the A u t h o r i t y  to i s s u e  bonds up to $175 m i l l i o n  to 
f i n a n c e  c o n s tr u c t io n  of a road and port  f a c i l i t y  for  tne Rea Dog 
Mine near Kotzebue, A l a s k a .  The s t a t e  a l s o  co n tr io uted  to the 
b u i l d i n g  of dock f a c i l i t i e s  in Sewaro necessary  for  coal s h i p ­
ments to Korea.

TAX INCENTIVES

j .  S p e c ia l  Investment Tax C r e d i t

Ad mi niste re d bv: A la s k a  Department of  Revenue 
Pu rp ose: a tax c r e d i t  i s  a v a i l a o l e  for  development of gas pro­
c e s s in g  p r o j e c t s  ( i n t e g r a t e d  p l a n t ,  f a c i l i t i e s  and ecuipment) 
and fo r  tne mining of m in e r a ls  other than o i l  and gas. P i p e ­
l i n e s  from o i l  and gas w e l l s  or to or from p l a n t  ana f a c i l i t i e s  
are e x p l i c i t l y  p r o n i o i t e d .
Amount: For each tax ab le  year  a f t e r  Oeceinoer 3 1 , 1934, cue tax 
c r e a i t s  a v a i l a b l e  are :
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4 ) 100:o on \:he f i r s t 550 mi 11 ion of q u a l i f i e d  investment
b) 80% over 350 m i l l ion but le s s than 5100 mi 11 ion
c) 70% over 3100 mil l i o n  but les s tnan $150 mi 11icn
d) 60% over 5150 mil l i o n  but less tnan 5200 mi 11 ion
e) 40% over 5250 mil l i o n  but le s s than 5250 mi 11 ion

For f u r t h e r  inform at io n,  con ta ct :  A la ska  Department of Revenue, 
Pouch SA, Juneau, Alaska 99311, telephone: 907- 465- 2300 .

2 . Federal  Programs

L i s t e d  below are some of  the major fe de ra l  programs that can be 
used d i r e c t l y  or  i n d i r e c t l y  to f i n a n c e  exports of  U.S. procucts.

a.  Agency fo r  I n t e r n a t i o n a l  Development (AID)

Administer ed b v : Agency fo r  I n t e r n a t i o n a l  Development (AID)
Pu rpose: a iD ao m in is te rs  U.S.  f o r e ig n  economic a s s i s t a n c e  
programs to l e s s  developed c o u n t r i e s  on concess ion ary terms.
E 1i o i b i 1i t y : Foreign governments, i n c lu d i n g  mixed p r i v a t e  and 
p u D i i c  e n t i t i e s .
Amount: Ap pro pr iat ions for  t h i s  aqency exceeded $5 o i l  l i e n  in 
FY ‘ 83 .
Repayment: Foreign governments can r e c e i v e  40 year  loans with a 
ten year  grace per iod.
I n t e r e s t  R a t e s : I n t e r e s t  ra te s  are 2" during the grace period 
ana 3% t n e r e a r t e r .
Supported E x p o r ts : In FY '83 , AID supported procurement of S I . 5
b i 11 ion in U.S.  goods.

For fu r t h e r  inform a t io n,  con ta ct :  AID,  Wasninqton, D.C.  20523. 
202- 632- 0482 .

b. ANILCA 705 (b)

T h i s  i s  a $5 m i l l i o n  r e v o l v i n g  loan fund fo r  equipment. The- 
program i s  pending U.S.  c on gress io n a l  funding.

c .  Commodity C r e d i t  Corp. (CCC)

Administered b v : The CCC i s  a quasi-government corpo rat ion  set 
up Dy tne U.S.  Department of A g r i c u l t u r e
Purpose: The CCC has tnree programs that provide for  sh or t -term  
f i n a n c i n g  ( l e s s  than 36 months) of  U.S .  a g r i c u l t u r a l  commodities 
( i n c l u d i n g  some fo r e s t  p ro d u c t s ) .
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E 1i a i P i 1i t y : A g r i c u l t u r a l  and timber products.  F in an ci ng  is  
i n r l u e n c e a  oy the importing co untry .
Amount: Approximately $5 b i l l i o n  was appropr iate d to these
programs in FY '33 .
Repayment: Maximum f i n a n c i n g  per iod  i s  36 months 
i n t e r e s t  R a t e s : E i t h e r  n e g o t ia b le  or set  at  commercial rates

For f u r t h e r  i n f o r m a t io n , contact  CCC Operat ing D i v i s i o n ,  Export 
C r e a i t s ,  Foreign A g r i c u l t u r a l  S e r v i c e ,  U.S.  Department of A g r i ­
c u l t u r e ,  Washington, D . C . ,  telephone: 202- 447-3224

d. Department of Housing and Urban Development

T h i s  program, administered by the A la ska  Department of Community 
and Regional  A f f a i r s ,  o f f e r s  community development block grants 
through a competit ive bid process f o r  u t i l i t i e s ,  housing, and 
economic development.

For more i n f o r m a t io n , contact  the A la s ka  Department of Community 
ano Regional  A f f a i r s ,  907- 465-4700

e. Export- Import  Bank (EximDank)

The Eximbank i s  a U.S.  agency cre ated in  1934 that  f a c i l i t a t e s  
expansion of U.S.  expo rts ,  which would not otherwise occur, 
through c r e d i t  supports in  the form of  lo a n s ,  guarantees,  and 
i n s u r a n c e .  T h is  a s s i s t a n c e  may, f o r  example, be needed wnere 
commercial banks h e s i t a t e  to make loans because of hign r i s k  of 
nonpayment; the length of f i n a n c i a l  terms needed; or to match 
f o r e ig n  government s u b s i d i e s  (as a re cent example, the 5/ 29/35 
Wall S t r e e t  Journal  reported that  the Japanese won a c on tr a c t  to 
b u i l d  the f i f t h  largest_ b r idge  in the world in  Turkey by b idding 
5100 m i l l i o n  le s s  than the nea rest  competitor and by o f f e r i n g  
5205 in Japanese government lo a n s,  at  5% i n t e r e s t ,  repayable 
over 25 y e a r s ,  with no payments f o r  the f i r s t  seven y e a r s ) .  In 
FY ' 83 , the Eximbank supported procurement of 510.3  b i l l i o n  of 
U.S.  goods. S ince i t s  c r e a t i o n ,  the Eximbank has supported over 
5160 b i l l i o n  in exports and paid the U.S.  t r e a s u r y  more than 51 
b i l l i o n  in d iv i d e n d s .  Only three Alaskan companies are c u r ­
r e n t l y  using  tne Eximbank's s e r v i c e s .

There i s  an inherent c o n f l i c t  between the bank's  mandate for  
both s e l f - s u f f i c e n c y  and s u b s i d i z a t i o n .  U n t i l  FY ' 3 2 , the 
Eximoanx naa oeen s e l f - s u f f i c i e n t .  As world markets nave become 
more co m o e t it iv e ,  the Eximbank has been forced to s u b s i d i z e  U.S.  
exports and operate in the red.  S ince i t s  r a t e  of lending i s  
c u r r e n t l y  less  than the funds i t  o b ta in s  from the Federal  
F i n a n c i n g  Bank, d e f i c i t s  are now a l l  that are expected in  the 
fo r e s ee a o le  f u t u r e .  D e f i c i t s ,  combined with the f a c t  that  much
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of Eximbank's funding i s  d i r e c t e d  to f i n a n c i n g  la r g e ,  p r o f i t a b l e  
companies, have r e s u l t e d  in the Eximbank becoming a center  or' 
c o n tr o v e rs y ,  with both P r e s i d e n t s  C a r t e r  and Reagen alternating 
to reduce the bank's funding l e v e l s .  The Eximbank's c h a rte r  
must be renewed every f i v e  years  (the next being 9/ 38 ).

The Eximbank acts  in con ju n ct i on  with the Fo re ig n C r e d i t  
Insurance A s s o c ia t io n  ( F C IA ) ,  which was formed in 1951, and con­
s i s t s  of many o f  the U . S . ' s  top insu ra nce companies. FCIA 
in s u r e s  repayment of export c r e d i t  a g a i n s t  nonpayment due to 
p o l i t i c a l  or commercial causes such as d e t e r i o r a t i n g  economic 
c o n d i t i o n s ,  bad management, d e v a l u a t i o n s ,  f i r e s ,  f lo o d s ,  or con­
f i s c a t i o n  of  a s s e t s .  In FY '8 3 , FCIA supported procurement of 
57.5  b i l l i o n  of U.S.  goods.

The Eximbank a l s o  operates in c o n ju n c t io n  with the P r i v a t e  
Export  Funding Corporat ion (PEFCO), a - p r i v a t e  corp orat io n con­
s i s t i n g  of commercial banks, i n d u s t r i a l  companies, and i n v e s t ­
ment banks that  p a r t i c i p a t e  in  export f i n a n c i n g .

The importance of  U.S. fede ra l  export a s s i s t a n c e  dec l ined  
between 1975 and 1982. In 1932, the Eximbank's loans and 
guarantee a u t h o r i z a t i o n s  were $4 .3  b i l l i o n  or  2% of  U.S. 
e x p o rts .  T h is  i s  down from FY ' 75 , when Eximbank's loan and 
a u t h o r i z a t i o n s  to ta le d  $5.4  b i l l i o n  or 5% of  U.S.  exports.  FCIA 
in su ra n ce  a u t h o r i z a t i o n s  changed from 52.9  b i l l i o n  or 2 . 7% of 
U. S .  exports in FY '75 to $5.1 b i l l i o n  or 2 . 4% of U.S.  exports 
in  FY ' 82 . Cons id er ing a l l  programs, the U. S .  government 
covered 7 . 3% of exports  in 1982 compared with 9 . 4% in 1975. 
P r i v a t e  groups have taken up the s l a c k .  In g e n e r a l ,  the 
Eximbank o f f e r s  a more l i m i t e d  se t  of export suoports than most 
other major t r a d i n g  c o u n t r i e s .

Eximbank t y p i c a l l y  i s  of  most b e n e f i t  to l a r g e - s i z  d exporters 
of  manufactured goods, equipment, and heavy c a p i t a l  goods that 
need f i x e d  rate  f i n a n c i n g  fo r  5 to 12 y e a r s '  m a t u r i t y .  In 1981, 
o n l y  1% of Eximbank d i r e c t  loans and 22% o f  FCIA insu rance were 
to smal l  f i r m s .  A s p e c i a l  e f f o r t  i s  being made to a id small  
b u s i n e s s e s .  By 1985, the Eximbank w i l l  s e t - a s i d e  10% of  i t s  
le n din g  a u t h o r i t y  f o r - s m a l l  b u s i n e s s e s .  To date ,  however, 
Eximbank's programs intended for  s m a l l e r  b u s in e s s e s  have not 
been w id e ly  used. The Eximbank, however, does have a small  
b us in es s a d v is o r y  s e r v i c e  to provide inform a t io n  on the a v a i l ­
a b i l i t y  ana use of  export c r e d i t  i n s u ra n c e ,  guarantees,  loans, 
and f ore ig n  bank c r e a i t s .

The Eximoank has entered into master guarantee agreements with 
hundreds of U.S.  banks. When a bank has completed a number of 
s a t i s f a c t o r y  export t r a n s a c t i o n s ,  Eximbank w i l l  c o n s i d e r  extend­
ing  delegated a u t h o r i t y ,  s u b j e c t  to p r e s c r i b e d  c o n d i t i o n s ,  
e na ol i ng  the bank to commit Eximoank to guarantee s p e c i f i c  
t r a n s a c t i o n s  without p r i o r  Eximbank a p p r o v a l .



The Eximbank i d e n t i f i e s  f i f t e e n  programs which are of i n t e r e s t  
to e x p o rte r s .  These v a ry  by e l i g i b l e  p ro c j jc ts ,  a p p l i c a n t  e l i g i ­
b i l i t y ,  coverage,  c o l l a t e r a l  r e q u i r e d ,  time frame, r e c i p i e n t ,  
premium, ana buyer cash payments. Some o f  the programs, how­
e v e r ,  are d i f f i c u l t  to d i s t i n g u i s h  from other programs in the 
l e v e l  of d e t a i l  presented below. A more d e t a i l e d  d e s c r i p t i o n  of 
each program i s  o u t s i a e  the scope o f  t h i s  overview.

Insur ance Programs:

FCIA New-to-Export Insurance P o l i c y

Pu rp ose: T h i s  program prov ides  a one-year  p o l i c y  in s u r i n g  
a g a i n s t  p o l i t i c a l  and commercial s h o r t - t e r m  export  c r e d i t  s a le s  
r i s k .
E l i a i b i l i t y : F irms th at  are j u s t  beginning to export or have an 
average annual export s a l e s  volume of  l e s s  than 5750,000 for  the 
past two y e a r s .  Only exports o f  consumaoles,  raw m a t e r i a l s ,  
spare p a r t s ,  a g r i c u l t u r a l  commodities,  and consumer auraoles are 
e l i g i o l e .
Amount: 100% of p o l i t i c a l  r i s k ;  95% of  commercial r i s x ;  i n t e r e s t  
up to U.S.  T re a s u ry  r a t e  p lus 1%.
Repayment: The usual term f o r  covered shipments i s  130 days.
Casn Payment: None
Premium: Tne premium t y p i c a l l y  c ost s  from . 25% to 1. 00% of the 
s a l e s  value or a minimum o f  5500.

FCIA Umbrella Insurance P o l i c y

Pu rpose: T h i s  p o l i c y  p ro t e c t s  ex po rt e rs  that  had average annual 
export  c r e d i t  s a l e s  o f  l e s s  than 52 m i l l i o n  in  the past two 
y e a r s  a g a i n s t  a f o r e ig n  b u y e r 's  f a i l u r e  to pay f o r  goods or 
s e r v i c e s  f o r  p o l i t i c a l  or commercial reas o ns .
E l i g i b i l i t y : Any e n t i t y  capable of  a d m in i s t e r i n g  a p o l i c y  ( f o r  
example, Danks, export companies,  in su ra n ce  b ro k e rs ,  and trade 
o r g a n i z a t i o n s )  on b e h a l f  of  m u l t i p l e  expo rt ers  i s  e l i g i b l e .
Only exports  of consumables,  raw m a t e r i a l s ,  spare pares,  a g r i ­
c u l t u r a l  commoaities, and consumer durables are e l i g i b l e .
Amount: 100% of p o l i t i c a l  r i s k ;  90% of  commercial r i s k ;  i n t e r e s t  
up to U.S.  Tre a su ry  ra te  plus 1%.-
Reoayment: The usual  term fo r  covered shipments i s  130 days.
Casn Payment: None
Premium: From . 25% to 1. 00% of the s a l e s  v a lu e  or a minimum of 
55UO.
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F C I A  S h ort T e r n  I n s u r a n c e  P o l i c y

Purpose: Provides a one-year p o l i c y  i n s u r i n g  a l l  e l i g i b l e  s h o rt ­
term export c r e d i t  s a l e s .
E l i g i b i l i t y : Exporters  or f i n a n c i a l  i n s t i t u t i o n s .  Only exports 
of consumaoles, raw m a t e r i a l s ,  spare p a r t s ,  a g r i c u l t u r a l  com­
m o d i t i e s ,  and consumer durables are e l i g i b l e .
Amount: 100% of  p o l i t i c a l  r i s k ;  90% of  commercial r i s k ;  i n t e r e s t  
up to U.S.  Tre as ury  r a t e  plus 1%. -
Reoayment: The usual  term fo r  covered shipments i s  130 days.
Casn Payment: None
Premium: Premiums are determined on a case s p e c i f i c  b a s i s .

FCIA Medium Term Insurance P o l i c y

Pu rp ose: P o l i c y  insu re s  a s i n g l e  buyer fo r  i n d i v i d u a l  medium- 
term export c r e d i t  s a le s  a g a in s t  p o l i t i c a l  and commercial r i s k .  
E l i o i b i 1 i t v : Exp orters  or f i n a n c i a l  i n s t i t u t i o n s ;  c a p i t a l  equip­
ment or s e r v i c e s
Amount: 100% of p o l i t i c a l  r i s k ;  90% o f  commercial r i s k ;  i n t e r e s t  
up to U.S.  T re a s u ry  r a t e  plus 1% .
Repayment: Between two and seven years  
Casn Payment: 15% at  shipment
Premium: Premiums v ar y  from 1% to 6 . 5% of  the export r e c e i v a b l e  
depending on the term and nature of the buyer.

FCIA Comoined Short- ierm/Medium-Term Insurance P o l i c v

Purp ose: The p o l i c y  i s  designed to provide commercial and 
p o l i t i c a l  r i s k  p ro te ct ion  for  r e p e t i t i v e  export s a l e s  of c a p i t a l  
equipment to d e a le r s  or d i s t r i b u t o r s .  P o l i c y  provides insurance 
f o r  sh ort - te rm  inv e n to ry  f i n a n c i n g  fol lowed by medium-term 
coverage fo r  r e c e i v a b l e s .
E l i o i b i 1i t y : Expor ters  or f i n a n c i a l  i n s t i t u t i o n s ;  c a p i t a l  equip ­
ment
Amount: 100% of  p o l i t i c a l  r i s k ;  90% of  commercial r i s k ;  i n t e r e s t  
up to U.S.  Treas ury  ra te  plus 1%.
Repayment: Up to 270 days fo r  s h o rt - te rm  invento ry  f i n a n c i n g ;  up 
to tnree years  fo r  r e c a i v a o l e s .
Cash Payment: None for  s n o rt - te rm ;  15% when r o l l e d  over to 
medium-term;
Premium: Depending on tne buyer,  the premium can vary  from 1. 25%
tO O • O to •



F C I A  M a s t e r  I n s u r a n c e  P o l i c y

Pu rp ose: T h is  p o l i c y  prote cts  a g a i n s t  s h o r t - t e r m  and medium-term 
p o l i t i c a l  and commercial r i s k s .
F I i o i b i 1i t y : S i z e a b l e  e x p o r t e r s ;  a l l  products
‘Amount: IUU% of  p o l i t i c a l  r i s k ;  90% o f  commercial r i s k ;  i n t e r e s t
up to U.S.  T re as u ry  r a t e  plus 1%.
Repayment: Up to 180 days f o r  s h o r t - t e r m  s a l e s ;  from two to 
seven yea rs  fo r  medium term s a l e s
Cash Payment: A 15% cash payment i s  re q u i r e d  on medium term 
coverage.
Premium: Fees are v a r i a b l e  depending on the s p e c i f i c  s i t u a t i o n .

Loan Guarantee Programs:

Eximbank Workina C a p i t a l  Guarantee Proaram

Pu rp ose: To provide exporters  with acc ess  to working c a p i t a l  
loans from commercial banks.  Loans may be used to purcnase 
m a t e r i a l s ,  products,  s e r v i c e s ,  and la b or f o r  production of goods 
or  s e r v i c e s  f o r  c u r r e n t  or f u t u r e  export  s a l e s .  Loan funcs may 
a l s o  be used fo r  fo r e ig n  b us in es s  development. The guarantee 
can be for  a s i n g l e  export r e l a t e d  loan or  f o r  a r e v o l v in g  l i n e  
of  c r e d i t .
E l i a i b i l i t y : Creditwor thy  small  and medium-sized b us in e s s e s ;  A l l  
products ano s e r v i c e s .  I f  an expo rt er  q u a l i f i e s  as a small 
b u s i n e s s ,  i t  i s  p o s s i b l e  to comoine S8A and Eximbank guarantees.  
Amount: The Eximbank prot ect s  the commercial ban., a g a in s t  
d e f a u l t  by the expo rte r:  90% of  the p r i n c i p a l ;  up to tne U.S.
T r e a s u r y  r a t e  plus 1%;
Repayment: up to *12 months 
Casn Payment: None
Premium: A fee of  1% i s  charged f o r  the f i r s t  s i x  months and . 5% 
f o r  eacn a d d i t i o n a l  s i x  months.

Eximbank Medium Term Bank Guarantee Proaram

P urp os e: T h is  program provides commercial banks with medium term 
export f i n a n c i n g  guarantees for  export  f i n a n c i n g  to i n d i v i d u a l  
f o r e ig n  buyers.
E l i a i b i 1 i t y : Approved commercial banks in U . S . ;  c a p i t a l  e a u i p -  
inent ana s e r v i c e s .
Amount: 100% of p o l i t i c a l  r i s k ;  v a r i a b l e  commercial r i s k ;  
t r e a s u r y  ra te  p lus 1%;
Repayment: two to seven years  
Casn Hayment: 15% at  shipment 
Premium: Premium v a ry  from 1% to 6 . 5%



E x i m b a n k  F i n a n c i a l  G u a r a n t e e

Purpose: To guarantee export f i n a n c i n g  extended to f o r e ic n  
b uye rs .  Guarantees are often blenoed with d i r e c t  loans to 
provide  a complete f i n a n c i n g  package.
E l i o i b i 1i t y : Domestic or f ore ig n  f i n a n c i a l  i n s t i t u t i o n s  for 
major p r o j e c t s  or procurement. Major p r o j e c t  or major procure­
ment.
Amount: 100% commercial and p o l i t i c a l  r i s k  p r o t e c t i o n ;  treas ur y  
r a t e  p lus 1%
Repayment: f i v e  to 10 years  
Casn Payment: 15% at  shipment
Premium: Fees inc lu de  . 5% per yea r  on .the outstanding balance 
ana a . 125% fee on the undisbursed balance .

Funding or F in an c ing

Eximbank Small Business C r e d i t  Proaram

Purpose: To enaole U.S.  banks to o f f e r  medium-term f ix ed  race
exporc loans at the lowest p o s s i b l e  r a t e s .  Banks can Dorrcw 
from the Eximoank at  1% below the rate  on the export loan. 
E l i g i b i l i t y : Approved U.S.  banks f i n a n c i n g  small  business 
e x p o rts ;  c a p i t a l  equipment and s e r v i c e s  produced by small  a u s i -  
nesses
Amount: maximum value i s  $ 2 . 5  m i l l i o n  per t r a n s a c t i o n .  Out­
standing balance of  the export loan 
Repayment: two to seven yea rs
I n t e r e s t  R a t e s : Minimum i n t e r e s t  r a t e s  depend on whether the 
importing country i s  c la s s e d  as r i c h ,  in te rm e d iate ,  or poor. 
Cash Payment: A 15% cash payment i s  re q u ir e d  at shipment. 
Premium: Depending on the term o f  the loan, the premium v a r i e s  
from . 15% to . 75%.

Eximbank Medium-Term C r e d i t  Proaram

Purpose: To help exporters  that face o f f i c i a l l y  supported sub­
s i d i z e d  foreign competit ion.
E l i g i b i l i t y : Commercial batiks; c a p i t a l  equipment and s e r v i c e s ;  
exporters  tnat face s u b s id iz e d  com petit ion.
Amount: Outstanding balance of the export loan. Maximum value 
i s  }>IU m i l l i o n  per t r a n s a c t i o n .
Repayment: two to seven years
I n t e r e s t  R a t e s : Minimum i n t e r e s t  ra t e s  depend on wnether the 
importing country i s ' C l a s s e d  as r i c n ,  in t e rm e d ia te ,  or poor.
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Cash Payment: 15% at  shipment
Premium: Depending on the term of the loan,  the premium v a r i e s  
from . i 5% to . 75%.

Eximbank D i r e c t  Loan

Purp ose : To make a v a i l a b l e  lo n g -t e r m ,  f i x e d  r a t e  loans fo r
export  s a l e s  f a c i n g  o f f i c i a l l y  supported fo r e ig n  comoetit ion 
E l i a i b i 1 i t v : Creditworthy  f o r e ig n  buyers fo r  major p r o j e c t s  or 
procurement
Amount: Up to 55% of the export va lu e
Repayment: Repayment can take from f i v e  to 10 y e a r s .
I n t e r e s t  R a t e s : The i n t e r e s t  r a t e  v a r i e s  with the s ta tus  ( r i c h ,  
in t e rm e d ia te ,  poor) of  the borrower's  cou ntry .
Cash Payment: A 15% cash commitment i s  re q u ir e d  from the bor­
rower .
Premium: The Eximbank charges the borrower a 2% fee when the 
loan i s  approved and a . 5% annual commitment fee on the u n d is ­
bursed bala nce.

E r o i n e e r i n a  M u l t i p l i e r  Procram

Pu rp ose: Prov ides  medium-term f i x e d  i n t e r e s t  r a t e  d i r e c t  loans.
T h i s  s e r v i c e  helps U.S .  a r c h i t e c t u r a l  and eng ineeri ng f irms win 
f o r e ig n  c o n t r a c t s .
E l i g i b i l i t y : Cred itw or thy f o r e ig n  borrowers fo r  p r o j e c t  r e l a t e d  
f e a s i D i l i t y  s t u d ie s  and p r e - c o n s t r u c t i o n  design.and enginee ring 
s e r v i c e s .  I t  i s  re q uired  that  the p r o j e c t  have the p o te n ti a l  
f o r  procurement of U.S.  equipment and s e r v i c e s  of  $10 m i l l i o n .  
Amount: Up to $10 m i l l i o n  
Repayment: V a r i e s  from two to f i v e  y ears
I n t e r e s t  R a t e s : V a r i e s  with the s t a t u s  ( r i c h ,  interm ediat e ,  
poorj  or the. oorrower1s cou ntry .
Cash Payment: 15% cash commitment i s  re q u ir e d  from the borrower 
Premium: The Eximbank charges the borrower a 2% fee when the 
)oan i s  approved and a . 5% annual commitment fee on the u n d i s ­
bursed balance.

P r i v a t e  Export Funding Co rp pr at  ion (PEFCO)

Purpose: PEFCO provid es f i n a n c i a l  i n s t i t u t i o n s ,  U.S .  e x p o rte r s ,
or  cre d it w ort hy  fo r e ig n  buyers with medium and long-term f i x e d  
i n t e r e s t  loans guaranteed by the Eximoank for  major p r o j e c t s  and 
procurement.
E l i o i b i l i t y : F i n a n c i a l  i n s t i t u t i o n s ,  U.S .  e xp o rte r s ,  and c r e d i t -  
wortny rore ign buyers.  F i n a n c i n g  i s  f o r  major p r o j e c t s  or pro ­
curements sucn as j e t . _ a i r c r a f t ,  r a i l r o a d s ,  s t e e l  m i l l s .



Amount: Loans are t y p i c a l l y  g r e a t e r  than $1 m i l l i o n .
Repayment: The loan i s  made f o r  f i v e  to 10 years
I n t e r e s t  R a t e s : u s u a l l y  averages 1% to 2% over comparable rates
fo r  U.S. treas ur y  o b l i g a t i o n s .
Cash Payment: A 15% cash payment i s  re q u ir e d  at  shipment. 
Premium: h . 5% per annum fee i s  charged on the undisbursed loan 
balance."

Other Programs:

Eximbank P r e l i m i n a r y  Commitment

Purpose: The Eximbank d e t a i l s  in  advance of  a p a r t i c u l a r  t r a n s -
a c t i o n  the terms and con d it io n s  f o r  d i r e c t  l o a n s / f i n a n c i a l  
guarantee support.  T h is  enables the p a r t i c i p a n t s  to e s t a o l i s h  
te.nms_gf f in a n c in g  f o r  more e f f e c t i v e  planning or marketing.
The commitment i s  g e n e r a l l y . v a l i d  f o r  180 days.
E l i o i b i 1i t v : The program i s  intended f o r  major p r o j e c t s  or pro­
curements. E l i g i b l e  a p p l ic a n t s  f o r  t h i s  program inc lu de  pro­
s p e c t iv e  borrower, exporter,  or f i n a n c i a l  i n s t i t u t i o n .

For f u r t h e r  information on Eximbank programs, contact:  Export-  
Import danx of tne U . S . ,  311 Vermont A v e . ,  N.W., Washington,
D . C . _ 20571, telepnone:  202 555- 8990 .

f . Farmers Home A d m i n i s t r a t i o n  (FmHAj

Administered by: The Farmers Home A d m i n i s t r a t i o n  (FmHA), USDA. 
Purpose: To create and maintain employment in r u r a l  communities
E l i g i o i l i t y : FmHA re q uir es  a l o c a l  lender to be the leao lender.  
FmHrt can guarantee loans for  any type of business a c t i v i t y ,  in 
r u r a l  areas or communities of 50,000  or  l e s s  p op ulat io n,  except 
any t o u r i s t ,  re c r e a t io n  or amusement f a c i l i t y .
Amount: The FmHA provides loan guarantees from $ 500 , COO to 
$ 10, QUO,000 . FmHA guarantees the le nue r for a maximum of 90% of 
p r i n c i p a l  and i n t e r e s t .
Repayments: Maximum m a tu r i ty  i s  30 y e a r s  o f  land,  b u i l d i n g s ,  and 
permanent f i x t u r e s ;  15 years  fo r  machinery;  and seven years  for 
working c a p i t a l .
I n t e r e s t  R at e : The i n t e r e s t  ra te  may be e i t h e r  f i x e d . o r  v a r i o p l e  
Co 11 a t e r a I : These loans are g e n e r a l l y  secured by real property

For more i n f o rm a t io n , contact  the Farmers Home A d m i n i s t r a t i o n ,  
Palmer,  n l a s x a ,  telephone: 907- 745-2175



g. Federal  Job T r a i n i n g  P a r t n e r s h i p  Act

T h i s  act  i s  administe red  by the A l a s k a  Department of Community 
and Regional  A f f a i r s  and can cover 50% of a q u a l i f i e d  employee's 
s a l a r y  f o r  up to s i x  months.

For f u r t h e r  i n f o r m a t i o n , con ta ct  the A l a s k a  Department of 
Community ano Regional  A f f a i r s ,  tele pho ne :  907- 465-4700

h. Federal  Land Bank (FLB)

Administe red by: A f e d e r a l l y  c h a r t e r e d  p r i v a t e  i n s t i t u t i o n  that 
i s  memoer ownea.
Pu rp ose: To make loans to the f i s h i n g  and a g r i c u l t u r e  ( I n c l u d i n g  
t im oer ;  i n d u s t r i e s
E l i g i b i l i t y : A l l  aspects  of  t imber prod uct ion  and a g r i c u l t u r e .  
Because tne s ta t e  has s u b s i d i z e d  a g r i c u l t u r a l  lo a n s ,  the FL3 has 
a d i f f i c u l t  time competing. The FLB r e c e n t l y  stopped making 
loans to the timber i n d u s t r y  in  A l a s k a  due to i t s  b e l i e f  that 
the economics v/ere poor and the r i s k  too h ig h .  The FLB w i l l  
a l s o  make loans to f ishermen.
Amount: The FL8 provid es d i r e c t  loans of  up to $30 , 000,000
Repayments: Up to 30 years
I n t e r e s t  R a t e : Loans are c u r r e n t l y  over 12%.
Col la tera l" : Toans are secured by fee ownership in re a l  e s ta t e  
ana tne improvements thereon.

For more i n f o r m a t io n , co n ta c t ,  Fe d e ra l  Land Bank, Palmer,  AK, 
telepno ne:  907- 745-3390

i .  Foreign S a l e s  Co rp o ra t i o n s  (FSC)

E l  i a i b i 1i t y : An FSC i s  a c o r p o ra t io n  s e t  up in a fo r e ig n  country
or U.S.  possession other than Pu erto R i c o .  FSC can be formed by
m an uf ac tur er s ,  nonmanufacturers,  ana expo rt  grouDS.
Amount: An FSC can obta in a c orpo ra te  tax exemption on a port ion
of e ar n ings  generated by the s a l e  or  le a s e  of  e x p o r t ’ prope rty  
with at l e a s t  50% U.S.  content ana some s e r v i c e s .
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j .  Nat ional Oceanic and Atmospheric Ad m in is tr a t io n  (NOAA)

Administe red  b y: U.S.  Department of  Commerce 
P urp os e: NOAA ad m in is te rs  two programs of  i n t e r e s t  to fishermen.
The f i r s t ,  c a l l e d  the f i s h e r i e s  o b l i g a t i o n  program, makes long­
term f i n a n c i n g  a v a i l a b l e  to the U .S .  f i s h i n g  in d u s t r y  by provid­
ing U.S.  government guarantees o f  repayment. NOAA a ls o  admini ­
s t e r s  a program, the C a p i t a l  C o n s t r u c t i o n  Fund (CCF),  whicn 
enables fishermen to c o n s t r u c t ,  r e c o n s t r u c t ,  or ac q uir e  f i s h i n g  
v e s s e l s  with before tax r a t h e r  than a f t e r  tax d o l l a r s .  T h is  i s  
done by a l lo win g fisnermen to d e f e r  payment of Federal  tax. In 
e f f e c t ,  the government provides an i n t e r e s t  free loan.
El  i c p ' b i l i t y : The guarantee i s  f o r  f i n a n c i n g  of f i s h i n g  v e s s e ls  
ana f i s n e n e s  shoreside f a c i l i t i e s .
Amount: There i s  a guarantee l i m i t  o f . 87%.
Repayment's: Maximum m a t u r i t y  i s  25 y ea rs  or the useful  l i f e  of 
the item peing f i n an ced .

For~TuftTier i n f o r m a t io n , con tact :  National  Marine F i s n e r i e s  
S e r v i c e ,  Regional F i n a n c i a l  S e r v i c e  D i v i s i o n ,  1700 Westlake 
A v e . ,  North,  S e a t t l e ,  Washington 98109 , telephone:  205- 442-5532

k.  Overseas P r i v a t e  Investment Coroorat ion (CPIC)

P u rp ose : OPIC o f f e r s  p o l i t i c a l  r i s k  in s u ra n c e ,  loan guarantees,  
ana a i r e c t  loans to encourage U .S .  investment in developing 
c o u n t r i e s .
E l i g i b i l i t y : U.S.  c i t i z e n s  or c o r p o r a t io n s  expc rt inq to f r i e n d l y  
L D C’s.

Amount: OPIC w i l l  make loans from $ 100,000 to $4 m i l l i o n .  These
loans are p r i m a r i l y  for  small  b u s i n e s s e s .  In FY ' 83 , $25 m i l ­
l i o n  had been loaned. In FY '83 , OPIC had $ 5.5  b i l l i o n  of ou t­
stan d in g  ins urance.  Insurance coverage i s  f o r  90% of the tota l  
investment c o s t .  Loan guarantees can range from $1 m i l l i o n  to 
$50 m i l l i o n  ana a l l  s ize d  companies are e l i g i b l e .  In FY 'S3 , 
$156 m i l l i o n  was gu ara nte ed..
Premiums: Rates fo r  insurance are . 3% f o r  i n c o n v e r t i b i l i t y ,  . 6% 
f o r  e x p r o p r i a t i o n ,  and . 75% for  war.  OPIC's  fee fo r  loan
guarantees ranges from 1. 75% to 2 . 5% per yea r  on tne outstanding
guaranteed amount.

For f u r t h e r  in f o r m a t io n , con tact :  Overseas P r i v a t e  Investment 
C o r p o r a t i o n ,  i l 29 aUtn S t . ,  N.W. Washington,  D.C.  20527, t e l e ­
phone: 202- 653- 2800 .



1. T h e  Small E a s i n e s s  A d m i n i s t r a t i o n  (SBA)

The SBA has three loan programs th a t  are of  i n t e r e s t  to 
e x p o r t e r s .  A l l  three programs have s i m i l a r  e l i g i b i l i t y  r e q u i r e ­
ments,  i n t e r e s t  r a t e s ,  and premiums.
E l i g i b i l i t y : To q u a l i f y ,  a f i r m  must be c l a s s e d  as smal l  under 
S 6A d e f i n i t i o n s ,  be independently  owned and operated,  and not be 
dominant in the f i e l d .  The a p p l i c a n t  must show an a b i l i t y  to
re p ay  the loan from earn ings and t h a t  funds are not a v a i l a b l e  on
r t a : nnable terms from p r i v a t e  s o u rc e s .
I n t e r e s t  R a t e s : I n t e r e s t  r a t e s ,  w h i l e  s e t  by the lending bank, 
may not exceea 2 . 25% over the prime r a t e  f o r  loans with a 
m a t u r i t y  of  l e s s  than seven y e a r s  and 2 . 75% on loans with
m a t u r i t y  of  more than seven y e a r s .
Premiums :  The SBA charges a g u a r a n t e e ' f e e  of  . 25% on loans of 
l e s s  tnan 12 months and 1% on loans f o r  more than one y e a r .

Regular  Business Loan Guarantee Proaram:

P urp os e: Prov ides f i n a n c i n g  fo r  the e s t a b l i s h m e n t ,  o p e ra t io n,
or  expansion of  a smal l  b u s in e s s .
Amount: The SBA can guarantee 90% o f  a bank l i n e  of c r e d i t  up to 
$ 500 , 000 . In FY ' 84 , the SBA guaranteed about 17,000 loans 
av e ra g in g  about $ 150,000  each.
Repayments: Maximum 25 y e a r s .  Working c a p i t a l  loans are 
g e n e r a l l y  l i m i t e d  to seven y e a r s .

Export Revolving Line  of  C r e d i t  Guarantee Proaram (ERLC)

A d m i n i s t r a t i o n : A p p l i c a t i o n s  fo r  t h i s  loan are  f i l e d  with the 
bank,  whicn in  turn d a i s  with the SBA.
P u rp o s e : Pr ovides p re -e xp ort  f i n a n c i n g  f o r  the manufacture or
purcnase of goods f o r  s a l e  to f o r e i g n  markets .
E l i g i b i l i t y : Loan proceeds may not be used to purchase f ix e d  
a s s e t s ,  equipment, or to re p a y -d e b t .
Amount: In FY ' 84 , 31 of these loans were guaranteed by the SBA 
witn an average va lu e  of $287 , 000 .
Repayments: Maximum m a t u r i t y  of t h i s  loan i s  18 montns.

EM-IM/S3A Cooperat ive  Procram

Ad m in is te r ed  b v : Done in cooperat ion w it h  the Eximbank 
Amount: Between $200,000  and $ 1, 000,000 
Repayments: Maximum m a t u r i t y  i s  18 months.



For f u r t h e r  information on SBA programs, con ta ct :  Small Business 
A d m i n i s t r a t i o n ,  701 C S t r e e t ,  Anchorage,  A l a s k a ,  telephone: 
907- 271 - 4022 .

m. Trade and Development Program (TDP)

Ad m inis te red  by: I n t e r n a t i o n a l  Development Cooperation Agency 
P u rp ose : TDP promotes economic development in  middle income
dev elop ing c o u n t r ie s  by f i n a n c i n g  pla nning s e r v i c e s  for  develop­
mental p r o j e c t s  leading  to U.S.  e xpo rts .
E l i o i b i 1 i t y : " F r i e n d ly "  developing c o u n t r i e s  planning sub­
s t a n t i a l  procurement of  fo r e ig n  goods. Must show that a com­
p e t i t o r  i s  being a s s i s t e d  by i t s  government.
Amount: In FY '85 , ap p r o p r ia t io n s  by Congress were $21 m i l l i o n .  
As a r u l e  of  thumo, TOP expects r e s u l t i n g  exports  to oe 75 to 
100 t imes the amount of  TDP -funding.
Repayments: Reimoursaple grants on c o s t - s h a r i n g  b a s is  fo r
a c t i v i t i e s  proposed by i n v e s t i n g  f i r m s .

For  f u r t h e r  in f o r m a t io n , con ta ct :  Trade ana Development program, 
I n t e r n a t i o n a l  Development Cooperation Agency, Wasninotcn, Q^C. 
20523 , telepnone:  202- 235-3653

14 . Trade Adjustment A s s i s t a n c e  Program

Ad m inis te red  by: U.S.  Department of  Commerce 
P urp os e: O ffe rs  te c h n ic a l  and f i n a n c i a l  a s s i s t a n c e  to domestic 
manufacturers  th at  have been a d v e r s e l y  a f f e c t e d  by fore ign 
import com petit ion .  Marketing,  product development, d i v e r s i f i ­
c a t i o n ,  computer systems, and export promotion a s s i s t a n c e  may be 
g iv e n .
Amount: The program can make both d i r e c t  loans (up to $1 m i l ­
l i o n )  and loan guarantees (up to 90% and up to S3 m i l l i o n ) .

For f u r t h e r  informa tio n.  Co ntact,  O f f i c e  of  Traae Adjustment 
A s s i s t a n c e ,  I n t e r n a t i o n a l  Trade A d m i n i s t r a t i o n ,  U.S.  Department 
o f  Commerce, Room 4004 ,' Washington, D.C.  20230 , telepnone: 
202 - 377-4031
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3. I n t e r n a t i o n a I  P r o g r a m s

Many i n t e r n a t i o n a l  o r g a n i z a t io n s  f i n a n c e  t r a d e .  L i s t e d  below 
are a few:

a.  A f r i c a n  Development 8ank Group (AFD8 & AFDF)

The AFDF promotes the economic development of  l e a s t  develooed 
member c o u n t r i e s  by making long-te rm  loans on concession ary 
terms.  The bank's  a c t i v i t i e s  supported U.S .  exports  of $14 m i l ­
l i o n  in  1982 . U.S.  expo rters  can compete in  the competit ive 
b id d in g  process .

For f u r t h e r  i n f o r m a t i o n , con tact :  A f r i c a n  Development Bank, 8 . P.  
NO. 1387, A b i o j a n ,  I v o r y  Coast.

b. Asi an  Development Bank (ADB)

The ADB promotes economic development in  developing Asian 
c o u n t r i e s  through conventional  and con ces si on al  long-term loans, 
t e c n n i c a l  a s s i s t a n c e ,  and investment promotion. In FY '3 4 , t h i s  
bank's  a c t i v i t i e s  supported $75 m i l l i o n  of  U.S.  exports.  In 
or der  to p a r t i c i p a t e ,  exporters  must compete in a b idding pro­
cess r e s t r i c t e d  to c o n t r i b u t i n g  c o u n t r i e s .

For f u r t h e r  in f o r m a t io n , co ntact :  Asi an  Oe>,elopment Sank, P.O.
Box 769 , Mamia  2600 , Republ ic  of P h i l i p p i n e s .

c .  In te r- A m er ica n  Development Bank (IDS)

The IDS has se v e r a l  programs that  a c c e l e r a t e  the development 
process in  member co u n t r ie s  by p ro v i d in g  long-t erm  loans on con­
v e n t io n a l  and con cessiona l  terms. In 1933, loans to ta le d  $ 1.4 
b i l l i o n .  The IDB's loan c o n tr a c ts  provide for  com petit iv e  
p u b l i c  b id d in g  from member c o u n t r i e s .

F or  f u r t h e r  in f o r m a t io n , con ta c t :  In te r -A m e r ica n  Develocment 
Banx, 603 17til S t . ,  flw, Washington, D .C .  20577 , 202- 634- 3044 .

d. World 3ank

Procurement based on World 3ank f i n a n c i n g  i s  open to i n t e r ­
n a t i o n a l  co m p e t i t iv e  b i d d ’ ng to a l l  s u p p l i e r s  and con tr ac to r s  
from member c o u n t r i e s ?  U S. b us in esse s  can be placed on tne 
Bank' s  m a i l i n g  l i s t  to be informed of p r o j e c t  loan a o p ro v a ls .  
Three of the World Bank's programs are d is c u s s e d  below.
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I n t e r n a t i o n a l  Bank for R e c o n s t r u c t i o n  a nd D e v e l c e m e n t  IBRD

The IBRD promotes economic development of  member c o u n t r i e s  by 
extending loans on conventional  terms f o r  s p e c i f i c  hign p r i o r i t y  
p r o j e c t s .  Total  borrowing through FY ’84 were $10 b i l l i o n .  
I n t e r e s t  ra t e s  are c u r r e n t l y  9 . 9% per y e a r ,  but are s ub je c t  to 
q u a r t e r l y  r e v i s i o n s .  There i s  a l s o  a f r on t end fee of  . 25%.
Most loans run from 20 to 25 y e a r s .

I n t e r n a t i o n a l  Development A s s o c i a t i o n  (IDA)

IDA promotes the economic development of  le ss  developed member 
c o u n t r i e s  by making c r e d i t s  on c on c es s ion a ry  terms.  In FY '34 , 
$4 b i l l i o n  c r e d i t s  were given.  Loans are a v a i l a b l e  to memoer 
c o u n t r i e s  with- per c a p it a  GNP l e s s  than $725 . No i n t e r e s t  is  
charged,  but there i s  a . 75% y e a r l y  fee and a . 5% fee on tne 
un a is b urs ea  ba lance .  M a t u r i t ie s  are fo r  50 yea rs  i n c l u d i n g  a 
ten y ea r  grace per iod.

I n t e r n a t i o n a l  F inance Corporat ion  IFC

The IFC encourages growth of pro d uct iv e  p r i v a t e  e n t e r p r i s e s  in 
developing c o u n t r ie s  by extending loans,  e q u i t y ,  ano a c t in g  as a 
c a t a l y s t  for outs ide  f i n a n c i n g .  In FY ' 8 4 , 62 investment 
commitments were made valued at  $536 m i l l i o n .  I n t e r e s t  rates 
are market based. Loans are u s u a l l y  fo r  a per iod of 7-12 y e a r s .

For f u r t h e r  i n f o r m a t io n , contact:  World Bank, 1813 H S t .  NW, 
Washington D.C.  20433, - telephone: 202- 477-1234

4 . P r i v a t e  F in a n c in g  Sources

The f i r s t  source of p r i v a t e  f i n a n c i n g  i s  the company's own 
e q u i t y  or personal s a v in g s .  A f t e r  t h i s ,  there are sever al  
p r i v a t e  i n s t i t u t i o n s  wn'icn can provide  export f i n a n c i n g .  These 
are discuss ed  o r i e f l y  below.



a. P r i v a t e  B a n k s

Commercial banks provide  the bulk o f  U .S .  export f i n a n c i n g .
Banks can help f i n a n c e  the p r o d u c t io n ,  st o rag e ,  and shipment of  
product as wel l  as  extend c r e d i t  to f o r e ig n  buy ers.  Not a l l  
A la s ka n  banks are engaged in  export f i n a n c i n g .  Nation al  Sank of  
A la s k a  and the A la s k a  P a c i f i c  Bancorpor at ion are b el ie v e d  to be 
the two b ig g e s t .  In a d d i t i o n  to commercial banks,  c r e d i t  
un io n s ,  sav ings and lo a n s ,  mutual sa v in g s  banks, insu ran ce com­
p a n i e s ,  and pension funds are a l s o  p o t e n t i a l  sources of p r i v a t e  
capi  t a l .

b. F a c t o r i n a  Houses

In a d d i t i o n  to banks, f a c t o r i n g  houses can a l '  provide f i n a n c ­
i n g .  These f i rm s  purchase accounts r e c e i v a b l e  with immediate 
payment and assume f u l l  r i s k  and r e s p o n s i o i 1i t y  f o r  t h e i r  c o l ­
l e c t i o n .  The buyer pays the f a c t o r i n g  house d i r e c t l y .
G e n e r a l l y  these o r g a n i z a t i o n s ,  many of  which are s u b s i d i a r i e s  of 
banks, charge 2 - 4% of  the product v a lu e  as a fe e ,  but negate tne 
need to purchase in s u ra n c e .

c .  Exoort Tra d ing Companies (ETC)

ETC's  are made p o s s i b l e  by the 1982 Export  Trading Act .
Althougn at l e a s t  50 t r a d i n g  f i r m s  have been createo as a r e s u l t  
of  the a c t ,  not much new export b u s i n e s s  has been cre a te d .
There are b a s i c a l l y  four types of  E T C ' s :  bank a f f i l i a t e d ;  com­
panies r e c e i v i n g  Commerce Department a n t i t r u s t  c e r t i f i c a t i o n s ;  
s t a t e  and lo c a l  governments; and major  c o r p o r a t i o n s .

The pr imary advantage of  an ETC f o r  the exporter  i s  that the 
s e l l i n g  process i n v o l v e s  o n ly  a domestic  t r a n s a c t i o n .  ETC's  
assume the r i s k s  a s s o c i a t e d  with i n t e r n a t i o n a l  trade by ta k in g  
t i t l e  to goods d o m e s t i c a l l y  and h a n d l i n g  export op erat io ns  for  
the b us in es s  owner. ETC's  e n jo y  economies of  s c a l e  and low per 
u n i t  c o s ts  due to l a r g e  export volumes through e s t a b l i s h e d  net­
works of  overseas o f f i c e s ,  t r a n s p o r t a t i o n ,  in s u ra n c e ,  and ware­
houses.

Export t r a d i n g  companies can r e c e i v e  guarantees from the 
Eximbank. A la s k a  Mutual Ban corp or at ion  and Se a la s k a  r e c e n t l y  
formed an export t r a d in g  company. The New York-New J e r s e y  Port  
A u t h o r i t y  and the V i r g i n a  Port  A u t h o r i t y  are the only  two 
government ETC's  that  are o p e r a t i o n a l  I he NY-NJ ETC s e l l s  on 
b e h a l f  of c l i e n t s ,  performs market r e s e a r c h ,  sends market
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s p e c i a l i s t s  ov erse as,  and helps with documentation and sh ipping.  
C l i e n t s  are not charged u n t i l  s a l e s  r e s u l t .  The NY-NJ a ls o  has 
insura nce ana loan programs. The V i r g i n a  ETC does not s e l l ,  but 
provides  market re s e a rc h ,  arranges in s u ra n c e ,  ana a s s i s t s  in 
proauct design.

For f u r t h e r  i n f o r m a t io n , contact  the U.S.  Department of  
Commerce, I n t e r n a t i o n a I  Trade A d m i n i s t r a t i o n ,  I f i c e  of  Export 
Trad in g  Company A f f a i r s ,  telephone:  202- 377- 5 ':. 1

d.  Export Management Companies (EMC)

An export management company can be a source of f in a n c i n g  on a 
l i m i t e d  b a s i s  fo r  a n eg ot ia ble  f e e .  When EMC's provide f i n a n c ­
in g ,  they u s u a l l y  become re s p o n s i b l e  f o r  c o l l e c t i o n  as w e l l ,  
thus red ucing the e x p o r t e r 's  c r e d i t  r i s k .

For more in f o r m a t io n , contact  the National  A s s o c ia t io n  of Export 
Companies, teiepnone:  212- 561-2025

e. J o i n t  Ventures

J o i n i n g  fo rces with fo r e ig n  companies can provide the 
double advantage of  f i n a n c i n g  and access  to markets.  The 
t im oe r,  seafood,  and mining i n d u s t r i e s  in Alaska have grown 
througn j o i n t  venture or o u t r i g n t  f o r e ig n  ownersnip.

f .  Venture C a p i t a l

C a p i t a l  f o r  new e x i t i n g  b us in es se s  i s  sometimes a v a i l a b l e  from 
venture c a p i t a l i s t s .  Th is  source of f i n a n c i n g  may be e s p e c i a l l y  
important fo r  the mining i n d u s t r y .
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APPENDIX C

C. APPARENT GAPS AND BOTTLENECKS

1. Gen eric  Assessment

Due to the m at r ix  of e x i s t i n g  f i n a n c i a l  programs, the number of 
c r i t e r i a  th a t  must be examined, and the d i f f e r e n t  types of 
f i n a n c i n g  needed, i t  i s  d i f f i c u l t  to determine whether in f a c t  
there i s  a lack  of  a v a i l a b l e  export  f i n a n c i n g  in  a c e l l  of the 
m a t r i x .  I f  one b e l ie v e s  in the f r e e  market,  there w i l l  be 
b a s i c a l l y  three reasons f o r  an absence of  f i n a n c i n g  in  a given 
s i t u a t i o n :  lack of  p r o f i t  p o t e n t i a l ,  not enough a v a i l a b l e  
c a p i t a l ,  or  too much r i s k .  A f i n a n c i n g  shortage would e x i s t  i f  
the re  are p r o f i t a b l e  s i t u a t i o n s  f o r  which no f i n a n c i n g  could be 
found.

The p r i v a t e  s e c t o r ,  and to a much l e s s e r  degree,  the Federal  
Government are meeting most of  the f i n a n c i n g  requirements of 
e xpo rt ers  on terms that are g e n e r a l l y  com p e ti t ive  with other 
s u p p l i e r  n a t i o n s .  As a means o f  p u t t i n g  the s u b j e c t  o f  gaps and 
b o tt le n e c k s  in  p e r s p e c t iv e ,  the f o l l o w i n g  quote from "How to 
F in a n c e  Your Company" (24 ) i s  presented:

"There i s  f a r  too much u n s u b s t a n t i a t e d ' t a l k  about the 
' d e f i c i e n c i e s '  o f  the c a p i t a l  market.  . . . most of the so-  
c a l l e d  'gaps'  are a myth. Tru e ,  there are thousands of  com­
panies which seem unable to f i n d  the f i n a n c e  they think they 
ought to be able to f i n d ,  but many of  them are denied for  gooa 
re a s o n s .  Banks,  insurance companies,  pension funas and other 
f i n a n c i a l  i n s t i t u t i o n s  are e ntru ste d  with the community's 
s a v i n g s ;  and those sav ings ought not to be exposed to undue 
r i s k s .  . .  .

. . . the b ig g e s t  'gap' i s  the knowledge gap; the ignorance 
of  the would-be borrower o f  the way the c a p i t a l  market works;  of 
how to present a c a s e ; .  . . . "

N onethe less ,  based on the pre v io us  d i s c u s s i o n ,  the A la ska  Timber 
Task Force Report,  and a recent study by the I n t e r n a t i o n a l  Trade 
A d m i n i s t r a t i o n ,  se v era l  p o s s i b l e  gaps and b o tt le n e c ks  can be 
i d e n t i f i e d  in  e x i s t i n g  funding mechanisms which mignt i n h i b i t  
e x po rt s .

o Many smal l  and medium-sized f irms have a very low 
awareness of  fe a e ra l  export f i n a n c e  programs due, in 
p a r t ,  to a lack of  l o c a l  agenc ies to hel p them use 
these programs.



o Many s m a l l e r  f i rms appear to have d i f f i c u l t y  arranging
both pre-shipment and post-shipment f i n a n c i n g  cue to 
commercial banks' concerns about t h e i r  c r e o i t w o r t n i -  
ness or the lack of p r o f i t  in  small  t r a n s a c t i o n s .

o Banks that  provide export f i n a n c i n g  t y p i c a l l y  set a
high minimum tr a n s a c t i o n  s i z e  requirement whicn d i s ­
q u a l i f i e s  many small  expo rt e rs .

o Many f i rm s  that  are sma.ll or new to exports  are d i s ­
couraged from o b ta in in g  c r e d i t  insu rance because of 
the complexity  and cost  of doing b us in es s  with the 
Federal  C r e d i t  Insurance A s s o c ia t io n  and the u n a v a i l ­
a b i l i t y  of p r i v a t e  c r e d i t  in su ra n ce  f o r  s m a l l e r  tr a n s ­
a c t i o n s .

o S u f f i c i e n t  short and mid term c a p i t a l  in the timber
in d u s t r y  i s  d i f f i c u l t  to obta in  even when contracts  
f o r  the s a l e  of proaucts have been s ign ed.

o C o l l a t e r a l  re q u ir e d  by f i n a n c i a l  i n s t i t u t i o n s  i s  often
u n a t t a i n a b l e  in the timoer i n d u s t r y .  Funas are even 
d i f f i c u l t  to obta in when c o n t r a c t s  have been signed 
with f o r e ig n  purchasers.

o Commercial banks do not t y p i c a l l y  o f f e r  f i x e d  rate
long-term f i n a n c i n g .  To be c o m p e t i t iv e ,  f i n a nc in g  
must often match that  of f er ed by competitors.

o There i s  a l i m i t e d  amount of f i x e d  ra te  medium-term
f i n a n c i n g  a v a i l a b l e  at com petit iv e  i n t e r e s t  r a t e s .

o Several  p o s s i b l e  shortcomings of  the Eximbank.were
i d e n t i f i e d :  lack of  an e f f i c i e n t  d e l i v e r y  system; 
ex ce s s iv e  paper work; long turn around; hign cos t;  
r e s t r i c t i v e  e l i g i b i l i t y  req uirements;  low p r o f i t s  for 
banks fo r  smal l  t r a n s a c t i o n s ;  emphasis on lar ge f i r m s ;

2 . S p e c ia l  Needs of Alaskan Firms

Of the $591 m i l l i o n  of d i r e c t  export of  Alaskan manufactured 
goods in 1981, the ITA estimated that  41% r e c e iv e d  some post-  
shinment f i n a n c i n g .  Almost a l l  the post-shipment export f i n a n c ­
ing i s  sh o rt - te rm . I n t e r e s t i n g l y  enough, t h e i r  est i mates  showed 
th at  Alaskan companies did not make use of any fe a e ra l  programs; 
a l l  c r e d i t  was extended by p r i v a t e  i n s t i t u t i o n s .  The percentage 
o f  loans f inanced by Alaskan banks as opposed to out of sta te  
banks i s  not known.



A p o s s i b l e  e x pla n a t io n  for  the n o n e x p lo i t a t i o n  of fe aeral  
programs i s  I T A 's  f i n d i n g  of a c o r r e l a t i o n  between the nearness 
of a f i n an ce  o f f i c e  and tne exte nt to which o f f i c e s  are usea.  
Other p o s s i b l e  e x pla n a t io ns  are :  la ck  o f  awareness of  federal  
programs and adequate p r i v a t e  le n din g  s e r v i c e s .

A p a r t i c u l a r  company's f i n a n c i n g  needs w i l l  depend on comoany 
s i z e ,  product,  la b or req ui re me nts,  age of f a c i l i t i e s ,  markets, 
methods of payment, management s k i l l ,  c u r re n t  f i n a n c i a l  
p o s i t i o n ,  and a host of other v a r i a b l e s .  The adequacy of  the 
f i n a n c i n g  w i l l  depend on the amount, m a t u r i t y ,  repayment 
sc h ed ule ,  i n t e r e s t  r a t e ,  and s e c u r i t y  r e q u i r e d .  The f o l lo w in g  
i s  a b r i e f  d i s c u s s i o n  of  the s p e c i a l  f i n a n c i n g  needs of se ver al  
o f  A l a s k a ' s  re source  i n d u s t r i e s .

Timber Indu str y

The 19S4 Timber Task Report d e a l t  in  d e t a i l  with the is s u e  of 
f i n a n c i n g  of  timber o p e r a t io n s .  The f i n d i n g s  and recom­
mendations are worth summarizing her e.

Severa l  f a c t o r s  c h a r a c t e r i z e  the timber i n d u s t r y ' s  f i n a n c i n g  
needs:

o the i n d u s t r y  i s  s e a s o n a l ;  l a r g e  sums of  working
c a p i t a l  are needed fo r  s t a r t - u p  eacn season;

o much of the sh o rt - te rm  funding needs are not o b t a i n ­
ab le  by f i n a n c i n g  from banxs;

o la rge  c a p i t a l  o u t l a y s  f o r  h a r v e s t i n g  op erat io ns are
needed to ha rv est  t i m ber;  these have a re c ov e ry  per iod 
of from one to f i v e  y e a r s ;

o some of the as s e ts  in a t imber ope rat io n are so s i t e
s p e c i f i c  they nave l i t t l e  c o l l a t e r a l  v a l u e ;

o long-term (more th<jn^5 y e a r s )  f i n a n c i n g  i s  neeaed fo r
production ano conversion f a c i l i t i e s .

The timber i n d u s t r y  has t r a d i t i o n a l l y  secured f i n a n c i n g  through 
p r i v a t e  mechanisms. Small op era tors have gotten s t a r t e d  usi n g  a 
combination of personal  a s s e t s ,  p u r c n a s e rs '  advances, traae 
f i n a n c i n g ,  and smal l  operat in g l i n e s  from banks.  Larce f i rms  
have e i t h e r  b u i l t  e q u i t y  or have been backed by la r g e  f i r m s .  
P r i v a t e  f i n a n c i a l  i n s t i t u t i o n s  have,  in  most i n s t a n c e s ,  provided 
long- ter m c a p i t a l  to meet the needs of  l a r g e  o p e r a t o r s .  S u f f i c ­
i e n t  working c a p i t a l ,  however, has not been as a v a i l a b l e  from 
p r i v a t e  sources due to the downturn in  the i n d u s t r y ,  inherent 
r i s k i n e s s  of timber op erat io ns  and the low loan l i m i t s  of 
Ala skan banks.
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Thp Governor's timber task force i d e n t i f i e d  t h e i r  c r i t e r i a  for  
adequate f in a n c in g  of the timber i n d u s t r y .  These are worth 
summarizing here:

Amount F inan c ing must be a v a i l a b l e  up to $ 1. 5-52 m i l l i o n  
fo r  the sh o rt - te rm ,  $4-15  m i l l i o n  (mid-term),  and 
from $20 to $250 m i l l i o n  f o r  the long-term.

-• -Term The term must be c o n s i s t e n t  with the time neces- 
- - -  sary  to amortize the investment.

Repayment sch ed ule :
’ 1 ’ Deiayea repayment i s  necessar y in many inst ances

fo r  mid and long-term f i n a n c i n g  due to the time 
lag between investment-and s a l e s .  Lenoers must 
often be w i l l i n g  to def er  payment during hard

. - ■ - 2 ------- t imes.  Re f i n a nc in g  may a l s o  be necessary to
al low r e s t r u c t u r i n g .

I n te re s t  Rates
I n t e r e s t  ra t e s  must be co m p e ti t i ve  despite 

- —  A l a s k a ' s  remoteness and m a r g i n a l l y  secured
s e c u r i t y .

S e c u r i t y  Assets  of Alaskan operators are often not
s u f f i c i e n t ,  by t r a d i t i o n a l  standards of l i q u i d i t y  
and t r a n s f e r a b i 1 i t y ,  to secure loans.  Loan 
guarantees are important to overcome t.nis.

The task for ce  recommenced that the s ta t e  co nsi de r  e s t a o l i s n i n g  
an expo rt - im p ort  bank f o r  the purpose of  t r a n s l a t i n g  purchaser 
commitments in to  funds for  product ion.

F i s h e r i e s

Seafood companies are g e n e r a l l y  able to secure s u f f i c i e n t  work­
ing c a p i t a l  and long-term f i n a n c i n g  from commercial banks.
These loans t y p i c a l l y  range from $ 100,000 to se ver al  m i l l i o n .  
Many seafood processors have headquarters  i n  S e a t t l e  and hence 
use S e a t t l e  banks. Because the seafood t r a c e  has sucn a long 
t r a d i t i o n ,  the system for  export f i n a n c i n g  i s  g e n e r a l l y  in p la c e .  
Most payments fo r  seafood exports  are maoe thrcugn a l e t t e r  of 
c r e d i t ,  ca sn,  or open account. Hence the exporter  re c e ive s  pay­
ment soon a f t e r  snipment. I t  i s  a l s o  not uncommon for  exporters
to r e c e i v e  cash advances from importers  in a d d i t i o n  to an
assured p r i c e .  The sentiment in the seafood induscry seems to 
be that  i f  the s t a t e  got invo lved with export f in a n c in g  i t  would
be d e a l i n g  with the f i n a n c i a l l y  weak and r i s k y  f i r m s .  The st at e
mignt be a b le  to improve c om p e ti t iv en e ss by s u b s i d i z i n g  loans 
sucn as the l i n ke d  d e p o s i t  program in Ohio.  State  guarantees 
mignt be n e l p f u l  for young b us in es ses that  are not considered 
c r e a i  twortny.
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Minina

The big ges t  f i n a n c i a l  needs fo r  the mining i n d u s t r y  appear to be 
f o r  s t a r t - u p  c o s t s .  The needs can perhaps be b e t t e r  def ined as 
fo r  venture c a p i t a l  as opposed to export f i n a n c i n g .
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APPENDIX Q

D. P R O P O S A L S  A N D  P R O G R A M S  OF  O T H E R  S T A T E S

In the past few y e a r s ,  st a t e s  have d r a m a t i c a l l y  incr eased t h e i r  
a c t i v i t i e s  in  fore ig n  trade in  order to strengthen s ta t e  
economies, provide j o b s ,  inc reas e  tax revenues,  and e x p l o i t  
o p p o r t u n i t i e s  overse as.  Most s t a t e  programs provide market 
re s e a r c h ,  overseas trade m i s s io n s ,  s i s t e r / s t a t e  r e l a t i o n s h i p s ,  
t ra de  f a i r s ,  c o u n s e l i n g ,  overseas o f f i c e s ,  and developing trade 
l e a d s .

1 . Summary of  State Programs

Accor ding  to est imates by F i r s t  Washington A s s o c i a t e s ,  a p r i v a t e  
c o n s u l t i n g  group, 19 st a t e s  have passed l e g i s l a t i o n  for  export 
f i n a n c e  programs and another seven have l e g i s l a t i o n  pending. 
Programs range from f i n a n c i n g  working c a p i t a l  to prov id ing 
export  insurance and are geared to promote exports  from small 
and medium si ze d  bus in es s e s .

Most s t a t e  programs a rc  administered by a Department of Eccnoinic 
Development (or  e n t i t y  with a s i m i l a r  f u n c t i o n ) .  Most state s 
work in  cooperat ion with the U.S.  I n t e r n a t i o n a l  Trade 
A d m i n i s t r a t i o n  and the Small Business A d m i n i s t r a t i o n  located in 
t h e i r  s t a t e s .  Several  a c t i v i t i e s  are common to most s t a t e s :  
c a t a l o g  shows, trade m i s s io n s ,  trade f a i r s ,  r e f e r r a l  s e r v i c e s ,  
workshops, and overseas o f f i c e s .  Export f in an ce programs are 
g e n e r a l l y  supported through bond s a l e s ,  d i r e c t  a p p r o p r i a t i o n s ,  
or cash d e p o s i t s .  Aside from these s i m i l a r i t i e s ,  export f in an ce 
programs va ry  w id e ly  on d e t a i l s  such as percentage guaranteed,  
fees charged,  and loan l i m i t s .

Based on an October 1984 re p ort  publ ished by the U.S.  Small 
Bu s iness  A d m i n i s t r a t i o n ,  telephone c a l l s  to se v era l  s t a t e s ,  and 
other source s,  only  C a l i f o r n i a ,  Colorado,  I l l i n o i s ,  In d ia n a,  
Minnesota,  M i s s i s s i p p i ,  M i s s o u r i ,  Nebraska, New J e r s e y ,  Ohio,  
South C a r o l i n a ,  Tennessee,  Washington, and Wisconsin have or are 
c l o s e  to having s p e c i a l i z e d  export f i n a n c i n g  a c t i v i t i e s .  Whi le 
the information may be s l i g h t l y  out of date,  i t  does demonstrate 
the range of options a v a i l a b l e .
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C a l i f o r n i a  ( $ 18.7  b i l l i o n  in manufactured exports  in 1931) :
Whi le  cne s t a t e  does not c u r r e n t l y  have i t s  s p e c i a l i z e d  export 
f a c i l i t y  geared up, a b i l l  was passed that, created an Export 
F in a n c e  O f f i c e  w i t h in  the C a l i f o r n i a  World Traoc Commission. In 
a d d i t i o n  to p ro v id in g  te c h n ic a l  a s s i s t a n c e  and c oord in a t i on  of 
other funding sou rc e s,  the o f f i c e  would provid e up to $350,000 
of f i n a n c i a l  a s s i s t a n c e  such as i n s u r a n c e ,  c o - i n s u r a n c e ,  and 
loan guarantees up to 85% of  the t r a n s a c t i o n  v a l u e .  The program 
i s  funded f o r  $2 m i l l i o n ;  with a 25% r e s e r v e  r a t i o ,  the o f f i c e  
w i l l  be ab le  to guarantee up to $8 m i l l i o n .

Colorado ( $ 1.3 b i l l i o n  in manufactured exports in  1931) :
The S t a t e ' s  Housing F in a n c i n g  A u t h o r i t y  r e c e n t l y  was author ized 
to provid e c ou nse l in g  on export f i n a n c e  a c t i v i t i e s .

I l l i n o i s  ( $ 10.4  b i l l i o n  in manufactured exports  in 1931) :
The I l l i n o i s  Export Development A u t h o r i t y  i s  a s p e c i a l i z e d  
export  f i n a n c i n g  f a c i l i t y  intended to e s t a b l i s h  a source of 
guaranteed f i n a n c i n g  and in su ra n ce  to support export development. 
The a u t h o r i t y  i s  auth or ized to s e l l  up to $100 m i l l i o n  in bonds 
to f in a n c e  i t s  a c t i v i t i e s .  Both pre-shipment and post-snipment 
a s s i s t a n c e  through loans to le n de rs  and loan guarantees to 
expo rt ers  and t h e i r  banks are p ro v id ed .  Although any s iz e d  
b u s in e s s  i s  e l i g i b l e ,  the program i s  geared to smal l  and medium 
s i z e d  b u s i n e s s e s .  The program i s  j u s t  g e t t i n g  s t a r t e d .  The 
a u t h o r i t y  a l s o  provides  f i n a n c i a l  c o u n s e l i n g .

I n d i a na ( $5 .0  b i l l i o n  in manufactured exports  in 1931) :  The 
Employment Development Commission provid es loan guarantees fo r  
working c a p i t a l  loans f o r  export purposes.  The guarantees can 
cover 80% of the ou tst anding loan balance but may not exceed 
$500 , 000 . The term i s  l e s s  than 18 months and i s  not renewaDle. 
Fees are set  a n n u a l l y ,  but are a t  l e a s t  . 5% per y e a r  of  the out­
s tan ding p r i n c i p a l .

Minnesota ( $ 2.7  b i l l i o n  in  manufactured exports  in 1981) :  The 
Minnesota Export F inanc e A u t h o r i t y  has a smal l  business pre­
export  loan guarantee program designed to provide ope rat ing  
c a p i t a l  between the c o n c lu s io n  of a s a l e s  agreement and the time 
of  d e l i v e r y .  The program i s  a l s o  open to medium s i z e d  manu­
f a c t u r e r s ,  s e r v i c e  f i r m s ,  export management companies, and 
export  t r a c i n g  companies. The maximum guarantee i s  $250,000 
f o r  12 months and to date,  s i x  a p p l i c a t i o n s  worth $1 m i l l i o n  
have been approved s i n c e  the program began ope rat ion  in Februa ry  
1984 . There i s  a fee o f  from 1% to 3%.

M i s s i s s i p p i  ( $ 1.1 p i l l i o n  in  manufactured exports  in 1931) :
The C e r t i f i e d  Development Comoany i s  au th o r iz e d  to guarantee 
bank p re -e xp ort  and export f i n a n c i n g .  An income tax i n c e n t i v e  
i s  a l s o  a v a i l a b l e .  The net i n c r e a s e  in export s a l e s  p r o f i t s  
frnm one year  to the next i s  exempt from the M i s s i s s i p p i  State  
income tax.



Mis sou ri  ($3 .0  b i l l i o n  in manufactured exports  in 1931) :  The 
Mi sso uri  Economic Development Commission i s  au th orize d  to 
guarantee loans to Missouri  b us in es s e s  f o r 1 export a c t i v i t i e s  
provided the loans are re in s u r e d  or  reguaranteed by Eximoank. 
The mechanism to accomplish t h i s ,  however, i s  not in place  and 
i s  in  the process o f  n e g o t i a t io n .

Nebraska ($0 .9  b i l l i o n  in  manufactured exports  i n  1931):  
NeDrasxa i s  i n v e s t i g a t i n g  an Export F inance Fund to help small  
f i r m s  f i n a n c e  export.

New J e r s e y  ( $4 .5  b i l l i o n  in manufactured exports  in  ^ a i ) :  The 
N . J .  D i v i s i o n  of I n t e r n a t i o n a l  Trade uses programs of  the N .J .  
Economic Development A u t h o r i t y .

Ohio ( $ 10.3  b i l l i o n  in  manufactured exports in  1981) :  Th is  
program, which i s  run by the Ohio t r e a s u r y ,  has the a u t h o r i t y  
to i n v e s t  up to $100 m i l l i o n  o f  the s t a t e ' s  normal casn 
d e p o s i ts  as c e r t i f i c a t e s  o f  d ep os i ts  at  f i n a n c i a l  i n s t i t u t i o n s  
making loans to e l i g i b l e  small  b u s i n e s s e s .  A p p l i c a t i o n s  are 
made to p a r t i c i p a t i n g  lending i n s t i t u t i o n s  ( i n  excess of  200). 
The lending i n s t i t u t i o n  a p p l i e s  a l l  the usual  lending standards 
to determine the c r e d it w o r t h in e s s  of  eacn a p p l i c a n t .  The sta t e  
assumes no r i s k ,  but merely s u o s i d i z e s  the loan.  To data,  $80 
m i l l i o n  has been loaned.  Approved a p p l i c a t i o n s  are forwarded 
to the s t a t e  s t a t i n g  the amount of the loan and the numoer of 
job s created or  s u s t a in e d .  The s t a t e  then p lac es a c e r t i f i c a t e  
of  depos it  with the lending i n s t i t u t i o n  in  an amount based on 
the loan,  at  up to 3% below the c u r r e n t  market r a t e .  The lend­
ing i n s t i t u t i o n  then lends those funds to e l i g i b l e  small  b u s i ­
nesses a t  3% below the c u r re n t  market r a t e .  Loans can range 
from s h ort - te rm  working c a p i t a l  to longer term (CO's can be un 
to four y e a r s )  p lant  and equipment. The Ohio budget o f f i c e  
est im ates that  fo r  every d o l l a r  given up in  investment revenue 
because of  lower y i e l d i n g  CD 's ,  $3 to $4 are returned to the 
Ohio t r e a s u r y  in  the form of  taxes and lower c ost s  as s oc iate d  
with unemployment. The S p e c ia l  I n d u s t r i e s  Group a l s o  o f f e r s  
guaranteed loans fo r  f i x e d  a s s e ts  up to 75% of a p r o j e c t  and 
d i r e c t  loans up to 50% of a p r o j e c t .

South C a r o l i n a ( $2.2  b i l l i o n  in manufactured exports  in 1931):  
The Joos-tconomic Development A u t h o r i t y  i s  permitted to use 
funds to provide exporters  with low i n t e r e s t  lo a n s,  guarantees,  
or insurance of  up to 90% of  a bank's  commitment. Altnoucn the 
program e x i s t s  by law, no funds nave yet  been a l l o c a t e d  to the 
program.

Tennessee ( $ 3.3  b i l l i o n  in manufactured exports  in 1931) :  The 
Tennessee Co mpetit ive Export Corp or at ion  a c t s  as a marketing or 
s a l e s  agent fo r  a l l  federa l  export f i n a n c i n g  p l a n s .  Although 
t h i s  c or po ra t i on  has the a u t h o r i t y  to make loan guarantees to 
Tennessee banks making export loans,  i n i t i a l l y  i t  w i l l  only  
help small  bus inesses  take advantage of  e x i s t i n g  programs.



Washington ( $ 9.0  b i l l i o n  in manufactured exports in 1981) :  
Wasn.ington, by the c o n s t i t u t i o n ,  i s  p r o h i b i t e d  from making loans 
and guarantee s.  In ste a d,  Washington has s e t  up an export 
a s s i s t a n c e  c e n t e r ,  a n o n p r o f i t  c o r p o r a t i o n ' f i n a n c e d  by the 
s t a t e ,  comprised of  three people with a budget of  about $200 , 000 , 
The center  has developed computer software to help guide 
e x p o rt e rs  through the export process and secure p r i v a t e  or 
f e d e r a l  f i n a n c i n g .  The s t a f f  w i l l  help ex po rte rs  determine what 
inform at io n  they are l a c k in g  and w i l l  help prepare a loan a p p l i ­
c a t i o n .  The center  s t a r t e d  in October 1984 , and has counseled 
about 120 c l i e n t s .  They have about f i v e  cooperat ing centers  
such as port a u t h o r i t i e s  or economic development c o u n c i l s  that  
le vera ge t h e i r  a c t i v i t i e s .  These coo pera t ing groups are given 
the software and t r a i n i n g  and in  r e t u r n  purchase a computer, 
pro v id e  o f f i c e  space,  and p a r t - t i m e  p erson n el .  The cooperat ing 
groups provide  i n i t i a l  a s s i s t a n c e  with complex problems r e f e r r e d  
t o . t h e  export a s s i s t a n c e  c e n t e r .  They e v e n t u a l l y  intend to have 
10 or 15 cooperat ing groups throughout the s t a t e .  The center  
w i l l  soon f a c i l i t a t e  the FCIA program. No fee has been charged 
f o r  the use o f  the s e r v i c e  y e t ,  but a f t e r  J u l y  1 , 1935 S25 w i l l  
be charged for-comp uter access and $100 f o r  a loan package. The 
c o u n s e l i n g  s e r v i c e  i s  of help to m a i n l y  smal l  f i r m s .

Wiscons in ( $ 4 .0  b i l l i o n  in manufactured exports  in 1931) :
The Wisconsin Housing and Economic Development A u t h o r i t y  i s  
a u th o r iz e d  to i s s u e  up to $50 m i l l i o n  in  bonds to provide loans 
to lende rs who make export loan s.  The p r i n c i p a l  of the loan can 
cov er 35% of  the export s a l e  and may not exceed $5 m i l l i o n .  The 
term may v a ry  from 180 days to f i v e  y e a r s .  Businesses with 
gross annual s a l e s  of l e s s  than $25 m i l l i o n  are given pre feren ce.

C. Other Ideas fo r  Export F in a n c i n g  -

In a d d i t i o n  to those a c t i v i t i e s  a l r e a d y  mentioned, the s t a t e  can 
take many a c t i o n s  th a t  might i n c r e a s e  e x p o r t s .  B a s i c a l l y  any­
th i n g  the s t a t e  pays fo r  that a p r i v a t e  company would have to 
pay f o r  i s  a form o f  export f i n a n c i n g .  A number o f  ideas have 
been proposed by a v a r i e t y  of groups. Programs the s t a t e  can 
i n i t i a t e  are l i s t e d  below:

The s t a t e  can:

o Organize a one stop e x p o rt - im p o rt  program: teaming up
banks, f r e i g h t  for ward ers ,  ano export management groups

o Use port a u t h o r i t i e s  to i s s u e  bonds, promote market
r e s e a r c h ,  a d v e r t i s e ,  prov id e  l e g a l  a s s i s t a n c e ,  t r a n s ­
p o r t a t i o n ,  trade documentation, f r e i g h t  forwarding,  
communication s e r v i c e s ,  and to operate as ETC



o Provide a free assessment of  a f i r m ' s  expert
p o t e n t i a l ,  a s s i s t  in  business plan p re p a ra t io n ,  
i d e n t i f y  d i s t r i b u t i o n  ch ann e ls ,  f i n a n c i n g ,  l i c e n s i n g

o Match student in t e rn s  with marketing e x p e r t i s e  to
f irms wanting cheap market research

o I n i t i a t e  workshops on export ing

o Set up an Export Trading Company

o Grant i n d u s t r i a l  tax c r e d i t s ,  i n d u s t r i a l  property tax
exemptions

o Expand the CFAB

o Create a s t a t e  agency to guarantee performance and
payment bonds fo r  more than one yea r  and more tnan 51 
m i l l i o n

o Jo in  forces with the the Eximbank to provide t r a i n ­
ing,  te c h n ic a l  a s s i s t a n c e ,  promotional e f f o r t s ,  j o i n t  
d e l i v e r y  systems, inf orm at ion s h a r i n g ,  to a s s i s t  
s ta t e s  set  up and operate export f i n an c e  programs.

o Set up an export f inance  f a c i l i t a t o r  to:
provide d e t a i l s  of export f i n a n c i n g  programs 
r e f e r  requests to the proper agency 
work c l o s e l y  with banks 
provide c urre n t data

o S u b s id iz e  the market i n t e r e s t  r a t e  to a d j u s t  for  the
strong d o l l a r  or r e l a t i v e l y  high • i n t e r e s t  rates

o Organize cooperat ive s f o r  the purpose of f in a n c in g
and guaranteeing the exports of mernoers

o States  could f a c i l i t a t e  the use of fo re ig n  c u r r e n c ie s
to f i n a nce  exports

o Offer mixea c r e d i t s ,  i e . ,  the ccmDinaticn of two or
more sources of f i n a n c i n g  f o r  a s i n g l e  export p r o j e c t

o P a r t i c i p a t e  as e q u ity  partn er in new export ventures

o Issue i n t e r n a t i o n a l  trade bonds, a new tax exempt
s e c u r i t y

o Issue monthly p u b l i c a t i o n s  - -  these can contain up­
dates on conferences,  planned trade m i s s i o n s ,  v i s i t ­
ing fore ign  busin ess  persons,  trade o p p o r t u n it ie s
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o Compile a l i s t  of  p ro s p e c t iv e  Alaskan e xp o rte r s ,  best 
prospects f o r  t h e i r  products

o Form Foreign Trade Zone, such as in Va ldez,

o Hold seminars on world economic t r e n d s ,  marketing
tec hniq ues ,  export c o n t r o l s ,  documentation, t r a n s ­
p o r t a t i o n ,  s p e c i f i c  c o u n t r i e s ,  p o t e n t i a l s  of s p e c i f i c  
products,  export f i n a n c i n g

o Have cata logue  shows and trade f a i r s  to get face to
face meetings between buyers and e x p o rte r s .  These 
provide a forum f o r  d i s c u s s i o n  of  p r i c i n g ,  q u a l i t y ,  
performance,  and com petit iveness

o G e tt in g  experienced ex po rte rs  to meet with those new
to export in g as a type o f  mentor program

o Encourage fo r e ig n  investment in  A la s k a  (ac coroing to
the U.S.  Department of Commerce, in  1931 Alas ka 
ranked t h i r d  in  the nat ion i n  the va lu e  of  fo re ig n  
owned p ro p e rt y .  T h is  investment r e s u l t e d  in 8,573 
j o b s ) .
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APPENDIX E

E.  OPTIONS FOR ALASKA

The ITA compared the requirements of  person nel ,  operat ing 
expenses,  r i s k ,  and ope rat ing  funds fo r  these f i v e  types of 
programs:

Program Admin. Operating
Personnel Exoense Risk  Funds

Counsel ing low low low low
Guarantees high high high low
Medium-term funding medium med i urn low high
Insurance high high medium low
D e l i v e r y  Programs hign hign meaium low

The 1983 ITA study a l s o  estimated the costs  and b e n e f i t s  of these State 
programs to support $10 m i l l i o n  in ex po rt s .  The char t  below snows that 
medium-term funding can be operated on a p r o f i t a b l e  b a s i s .

Proaram Revenue 
to State

Cost to 
St ate  *
(S)
65 , COO

Net Cost
to Stare

Counseling 9,000 (56 , 000)
Guarantees 127,500 216,800 (39 , 300)
Medium-term funding 1, 02^,000 939,300 80,200
Insurance 127,500 214,800 ( 87 , 300)
D e l i v e r y  Programs 127,500 308,300 ( 180, 800)

* Doer not in c lu d e  p o t e n t i a l  c o s t  of loan l o s s e s .  Costs would probably  be 
hig her in A l a s k a .  A d d it io n a l  c o s ts  would be borne by the Federal  Governmen

-4 2 -



In c o n s i d e r i n g  ways to design and implement export f i n a n c e  
programs, i t  i s  use fu l  to look a t  how other s t a t e s  have gone 
about i t .

C a l i f o r n i a : Meetings were held with r e p r e s e n t a t i v e s  from manu­
f a c t u r e r s ,  s e r v i c e  companies, p o t e n t i a l  e x p o rte r s ,  banks, the 
FCIA,  and the s t a t e  to determine needs and to propose 
i n i t i a t i v e s  for  l e g i s l a t i o n .

I l l i n o i s : L e g i s l a t i o n  was the work of  the s t a t e  house and the 
U.S.  Department of  Commerce. Hearings were held throughout the 
s t a t e .

In d i a n a :  Proposals  came from s t a t e  l e g i s l a t o r s  and the U.S.  
Department of Commerce

Minnesota: Programs had the support o f  the Governor, Senate 
l e a a e r ,  ousiness groups,  and banks.

New Y o rk : A governor's  a d v is o r y  panel on s t a t e  export f inance 
was formed c o n s i s t i n g  of  leaders  in  s t a t e  government, b us in es s ,  
and banks.  The panel held s i x  meetings,  evaluated stu die s  on 
export f i n a n c e ,  met with fe d e r a l  o f f i c i a l s ,  endorsea a range of  
programs, and recommenaeo l e g i s l a t i o n .

O h io : L e g i s l a t i o n  was dra ft ed  through the cooperat ion of memDers 
of the l e g i s l a t u r e ,  s t a t e  Department o f  Commerce, and the U.S.  
Department of Commerce.

W i s c o n s i n: L e g i s l a t i v e  i n i t i a t i v e s  came from the Governor's 
A d v i s o r y  Committee on I n t e r n a t i o n a l  Trade. The-committee 
memDers inc luded  exec utiv es  from i n d u s t r y ,  academia, and s t a t e  
government. The committee met e i g h t  times to l i s t e n  to export 
s p e c i a l i s t s ,  e v alua te  r e p o r t s ,  meet with fe de ra l  o f f i c i a l s ,  f o r ­
mulate a w r i t t e n  program, and a d v is e  l e g i s l a t i o n .

These committees need in f o r m a t io n :  the supply and demand for  
export  f i n a n c i n g ,  exports by company s i z e ,  t y p i c a l  terms of 
f i n a n c i n g ,  f i n a n c i n g  by product,  and f i n a n c i n g  sources.
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(7) "reserve fund” means the Alaska municipal bond bank reserve 
fund established under AS 44.85.280;

(8) "revenues" means all fees, charges, money, profits, payments of 
principal of or interest on municipal bonds and other investments, 
gifts, grants, contributions, appropriations and all other income 
derived or to be derived by the bond bank authority under this chapter. 
(§ 1 ch 79 SLA 1975; am § 2 ch 48 SLA 1978; am §§ 1, 2 ch 23 SLA 
1980)

Revisor's notes. — Formerly AS 
44.58.410. Renumbered in 1980.

Effect of amendments. — The 1980 
umendment in subparagraph (B) of para­
graph (3), inserted "other than
diesel-powered generation" following 
"generation purposes," substituted
"pledges" for "is a pledge of following "a

Sec. 44.85.420. S ho rt title. This chapter may be cited as the Alaska 
Municipal Bond Bank Authority Act or the Alaska Municipal Bond 
Bank Act. In transactions involving general obligation bonds of munic­
ipalities, the Alaska Municipal Bond Bank Authority created by this 
chapter may be referred to as the Alaska Municipal Bond Bank with 
the same legal effect as if the reference were to Alaska Municipal Bond 
Bank Authority. (§ 1 ch 79 SLA 1975; am § 3 ch 48 SLA 1978)

Revisor’s notes. — Formerly AS 
44.58.420. Renumbered in 1980.

C h a p te r  88. A la sk a  In d u s tr ia l  D evelopm en t 
A u th o rity .

Article
1. Creation and Organization (§§ 44.88.010 — 44.88.050)
2. Purpose and Powers <§§ 44.88.070 — 44.88.085)
3. Financial Provisions (SS 44.88.090 — 44.88.159)
4. General Provisions (§§ 44.88.160 — 44.88.220)

A rticle 1. C reation  and  O rganization.
S e c t io n  S e c t io n

10. Legislative finding and policy 40. Chairman and vice-chairman
20. Creation of authority 50. Meetings, compensation, officers and
30. Membership of authority employees

Sec. 44.88.010. Legislative finding and  policy, (a) The legisla­
ture finds, determines and declares that

(1) there exist areas of the state in which seasonal and nonseasonal 
unemployment exist;

municipality which,” inserted "and which 
is" following "capital improvement," sub­
stituted "the revenue of the reve­
nue-producing ..capital improvement" for 
"unpledged revenue of the public facility 
for which the obligations are issued" at the 
end of the subparagraph; and added sub- 
paragraph (D) in paragraph (3).
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(2) this unemployment is a serious menace to the health, safety and 
general welfare, not only to the people in those areas, but also to the 
people of the entire state;

(3) the state lacks the basic manufacturing, industrial, and business 
enterprises and the other facilities referred to in (5) of this subsection 
necessary to permit adequate development of its natural resources and 
the balanced growth of its economy;

(4) the establishment and expansion of industrial, manufacturing, 
and business enterprises in Alaska and the other facilities referred to 
in (5) of this subsection are essential to the development of the natural 
resources and the long-term economic growth of the state, and will 
directly and indirectly alleviate unemployment in the state;

(5) the achievement of the goal of full employment, and of estab­
lishment and continuing operation and development of industrial, 
manufacturing, and business enterprises in the state, including, 
without limitation, facilities for transportation, facilities for pollution 
control and waste disposal, facilities for the local furnishing of gas, 
facilities for water, facilities lor industrial parks, mass commuting 
vehicles, facilities for local district' heating or cooling, parking 
facilities, or a storage or training facility relating to a plant or facility, 
will be accelerated and facilitated by the creation of an instrumentality 
of the state with powers to incur debt, to own and operate facilities, to 
make and insure loans to finance, and to assist private lenders to make 
loans to finance, the establishment, operation, and development of 
industrial, manufacturing, and business enterprises, including, 
without limitation, facilities for transportation, facilities for pollution 
control and waste disposal, facilities for the local furnishing of gas, 
facilities for water, facilities for industrial parks, mass commuting 
vehicles, facilities for local district heating or cooling, parking 
facilities, or a storage or training facility relating to a plant or facility;

(6) it is in the public interest to promote the prosperity and general 
welfare of all citizens of the state by stimulating commercial and indus­
trial growth and expansion by encouraging an increase of private 
investment by banks, investment houses, insurance companies, and 
other financial institutions, including pension and retirem ent funds, to 
help satisfy the need for economic expansion;

(7) it is in the state’s interest to import private capital to create new 
economic activity which would not otherwise take place in the state.

(b) It is declared to be the policy of the state, in the interests of 
promoting the health, security and general welfare of all the people of 
the state, and a public purpose, to increase job opportunities and 
otherwise to encourage the economic growth of the state, including the 
development of its natural resources, through the establishment and 
expansion of manufacturing, industrial, and business enterprises and 
the other facilities referred to in (a)(5) of this section by creating the 
public corporation with power, duties and functions as provided in AS
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44.88.010 — 44.88.220. (§ 1 ch 64 SLA 1967; am § 1 ch 64 SLA 1977; 
am §§ 44 — 48 ch 106 SLA 1980; am § 28 ch 115 SLA 1981; am § 3 
ch 162 SLA 1984)

S  ‘ 1 4 . 8 8 , 0 1 0  A l a s k a  S t a t u t e s  §  4 4 . 8 8 . 0 1 0

Rcvisor’s notes. — Formerly AS 
44.61.010. Renumbered in 1980.

Effect of amendments. — The 1980 
amendment deleted "and" following "man­
ufacturing" near the beginning of para­
graph (3) of subsection (a), inserted "small 
business, tourism, mining, and commer­
cial fishing" preceding "enterprises" near 
the middle of paragraph (3) of subsection 
(a), insert ’d "and other facilities referred 
to in AS 4-1 010(a)(5)" following "enter­
prises" r,< •■(■ the middle of paragraph (31 of 
subsection a); deleted "and" preceding 
"manufaci1 ,ng" near the beginning of 
paragraph (4) ofsubsection (a), substituted 
"small business, tourism, mining, and 
commercial fishing enterprises” for 
"plants" preceding "in Alaska” near the 
beginning of paragraph (4) of subsection 
(aI, inserted "facilities for" following 
"transportation" near the middle of para­
graph (4) of subsection (a), substituted 
"facilities" for "and” following "waste 
disposal" near the middle of paragraph (4) 
of subsection (a), deleted "electric energy 
or” following "local furnishing of' near the 
middle of paragraph (4) of subsection (a), 
inserted "facilities for water, and facilities 
for industrial parks" preceding "is essen­
tial to” near the middle of paragraph (4) of 
subsection (a); rewrote paragraph (5) of 
subsection la); added paragraphs (6) and 
(7) of subsection (a); deleted "and" 
preceding "industrial" near the middle of 
subsection (b), inserted "small business, 
tourism, mining, and commercial fishing" 
preceding "enterprises" near the middle of 
subsection (b), and inserted "and the other 
facilities referred to in AS 44.88.010(a)(5)" 
following "enterprises" near the end of 
subsection (b).

The 1981 amendment substituted "and" 
for "small" preceding "business" and

deleted "tourism, mining, and commercial 
fishing" preceding "enterprises" in para­
graphs (3), (4) and (5) of subsection (a). The 
amendment also added "the" preceding 
"other facilities" and substituted "(5) of 
this subsection" for "AS 44.88.010(a)(5)" in 
paragraph (3) of subsection (a). In subsec­
tion (a)(4), the amendment substituted 
"and the other facilities referred to in (5) of 
this subsection are" for "including 
facilities for air and water transportation, 
facilities for pollution control and waste 
disposal, facilities for the local furnishing 
of gas, facilities for water, and facilities for 
industrial parks, is" preceding "essential 
to the development." The amendment 
deleted 'Tor private operation" following 
"facilities for industrial parks” near the 
end of subsection (a)(5). In subsection (b), 
the amendment added "and expansion" 
preceding "of manufacturing," substituted 
"and” for "small" preceding "business" 
deleted "tourism, mining, and commercial 
fishing” preceding "enterprises" and sub­
stituted "(alia) of this section" for "AS 
44.88.010(a)(5)” preceding "by creating 
the public corporation."

The 1984 amendment, in paragraph (5) 
of subsection (a), substituted "without 
limitation, facilities for" for "facilities for 
air and water" twice and "to own and 
operate facilities” for "and," deleted "and" 
following "water" near the beginning and 
end of the paragraph, inserted "mass 
commuting vehicles, facilities for local dis­
trict heating or cooling, parking facilities, 
or a storage or training facility relating to 
a plant or facility," and added "mass 
commuting vehicles, facilities for local dis­
trict heating or cooling, parking facilities, 
or a storage or training facility relating to 
a plant or facility" at the end of the para­
graph.

NOTES TO DECISIONS

Former state development corpora­
tion law construed. — See DeArmond v. 
Alaska State Dev. Corp., Sup. Ct. Op. No. 
116 (File No. 285), 376 P.2d 717 (1962); 
Walker v. Alaska State Mtg. Ass'n. Sup.

Ct. Op. No. 353 (File No. 669), 416 P.2d 
2-15 (1966); City of Nome v. Block, No. H., 
Lots 5,6 & 7, Sup. Ct. Op. No. 839 (File No. 
1652), 502 P.2d 124 (1972).
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Collateral references. — 72 Am. Jur. 
2d. Slates, Territories and Dependencies, 
§§ 90, 91.

81A C.J.S.. States, § 297 et seq.
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Sec. 44.88.020. C reation  of au thority . There is created the Alaska 
Industrial Development Authority. The authority is a public corpora­
tion of the state and a body corporate and politic constituting a political 
subdivision within the Department of Commerce and Economic 
Development, but with separate and independent legal existence. (S 1 
ch 64 SLA 1967; am § 104 ch 218 SLA 1976)

Rcvisor's notes. — Formerly AS 
44.61.020. Renumbered in 1980.

Editor’s notes. — Section 42, ch. 106, 
SLA 1980 provides: "On August 20, 1980, 
the Alaska State Development Corpora­
tion (AS 44.86.010) shall transfer its 
assets and liabilities to the Alaska Indus­
trial Development Authority (AS
44.88.020). On August 20. 1980, the Small 
Business Development Corporation (AS
44.87.020) shall transfer its assets and

liabilities to the Alaska Industrial 
Development Authority (AS 44.88.020). 
On August 20. 1980. the Alaska Toll 
Bridge Authority (AS 44.84.010) shall 
transfer its assets and liabilities to the 
Alaska Industrial Development Authority 
(AS 44.88.020). The Alaska Industrial 
Development Authority is responsible for 
the management of the assets and 
liabilities transferred to it under this sec­
tion."

Sec. 44.88.030. M em bership of au thority , (a) The membership of 
the authority consists of

(1) the commissioner of revenue and the commissioner of commerce 
and economic development;

(2) one other person appointed by the governor who serves as the 
head of a principal department of the executive branch; and

(3) two public members appointed by the governor.
(b) If a member described in (a)(1) or (a)(2) of this section is unable 

to attend a meeting of the authority, the member may by an 
instrument in writing filed with the authority, designate a deputy or 
assistant to act in the member’s place as a member at the meeting. For 
all purposes of this chapter, the designee is a member of the authority 
at the meeting.

(c) Members of the authority described in (a)(2) and (a)(3) of this 
section serve two-year terms. However, the initial appointment of one 
member described in (a)(3) of this section shall be for a one-year term.

(d) If a vacancy occurs in the membership of the authority, the gov­
ernor shall immediately appoint a member for the unexpired portion of 
the term. (§ 1 ch 64 SLA 1967; am.S 7 ch 207 SLA 1975; am S 2 ch 64 
SLA 1977; am § 49 ch 106 SLA 1980)

Rcvisor's notes. — Formerly AS 
44.61.030. Renumbered in 1980.

Effect of amendments. — Section -19. 
ch. 106, SLA 1980, rewrote the section.
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Editor’s notes. — Section 50, ch. 106, Constitution proposed in 1980 Legislative
SLA 1980, purported to add a subsection Resolve No. 43, which was defeated at the
(e>; it was effective, however, on the effec- general election held in November, 1980.
tive date of the amendment to the Alaska

Sec. 44.88.040. C hairm an  and  vice-chairm an. The members of 
the authority shall elect a chairman from among themselves. A 
vice-chairman may be elected by the authority from among its other 
members. The vice-chairman presides ovei all meetings in the absence 
of the chairman and has other duties which the authority may direct. 
(§ 1 ch 64 SLA 1967; am § 105 ch 218 SLA 1976; am § 51 ch 106 SLA 
1980)

Rcvisor’s notes. — Formerly AS Effect of amendments. — The 1980 
44.61.040. Renumbered in 1980. amendment rewrote the section.

Sec. 44.88.050. M eetings, com pensation, officers and 
em ployees, (a) A majority of the members of the authority constitutes 
a quorum for the transaction of business or the exercise of a power or 
function a t a meeting of the authority. In case of a tie vote on a motion 
or resolution pending before the authority the motion or resolution 
shall be presented to the governor and if approved, is considered 
adopted by the authority. The authority may meet and transact busi­
ness by electronic media if (1) public notice of the time and locations 
where the meeting will be held by electronic media has been given in 
the same manner as if the meeting were held in a single location; (2) 
participants and members of the public in attendance can hear and 
have the same right to participate in the meeting as if the meeting 
were conducted in person; and (3) copies of pertinent reference mate­
rials, statutes; regulations, and audio-visual materials are reasonably 
available to participants and to the public. A meeting by electronic 
media as provided in this subsection has the same legal effect as a 
meeting in person.

(b) The public members of the authority receive 5100 compensation 
for each day spent on official business of the authority and may be 
reimbursed by the authority for actual and necessary expenses at the 
same rate paid to members of state boards under AS 39.20.180.

(c) The authority may appoint persons as officers it considers 
advisable, including an executive director, and may employ profes­
sional advisors, counsel, technical experts, agents, and other 
employees it considers advisable. The executive director and employees 
of the authority are in the exempt service under AS 39.25.010 —
39.25.220.

(d) The authority shall keep minutes of each meeting and send a 
certified copy to the governor and to the Legislative Budget and Audit 
Committee. (§ 1 ch 64 SLA 1967; am >?§ 52, 53 ch 106 SLA 1980; am 
§§ 29, 30 ch 115 SLA 1981)
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Revisor’s notes. — Formerly AS tor" in the first sentence and added the
44.61.050. Renumbered in 1980. second sentence.

Effect of amendments. — The 1980 The 1981 amendment added the third 
amendment rewrote subsection !bl, and in and fourth sentences of subsection lal and
subsection tc», deleted "or executive added subsection (d).
vice-president" following "executive dircc-

A rticle 2. P urpose  and  Pow ers.
Section
70. Purpose of the authority 
80. Powers of the authority 
85. Administrative procedure

Sec. 44.88.070. P u rp o se  of the au thority . The purpose of the 
authority is to promote, develop and advance the general prosperity 
and economic welfare of the people of Alaska, to relieve problems of 
unemployment, and to create additional employment by providing var­
ious means of financing and means of facilitating the financing of 
industrial, manufacturing, and business enterprises and the other 
facilities referred to in AS 44.88.010(a)(5) within the state, and by 
owning and operating the enterprises and other facilities. (§ 1 ch 64 
SLA 1967; am § 54 ch 106 SLA 1980; am § 31 ch 115 SLA 1981; am 
§ 4 ch 162 SLA 1984)

Revisor’s notes. — Formerly AS 
44.61.070. Renumbered in 1980.

Effect of amendments. — The 1980 
amendment substituted "various" for "a” 
preceding "means of financing” near the 
middle of the section, inserted "means of 
facilitating the financing of' near the 
middle of the section, and substituted 
"small business, tourism, mining, and 
commercial fishing enterprises and the 
other facilities referred to in AS 
44.88 010(a)(5) within the state” for "plant 
construction, conversion or expansion

Sec. 44.88.080. Pow ers of the  au thority . Tn furtherance of its cor­
porate purposes, the authority has the following powers in addition to 
its other powers:

(1) to sue and be sued;
(2) to have a seal and alter it at pleasure;
(3) to make and alter bylaws for its organization and internal 

management;
(4) to adopt regulations governing the exercise of its corporate 

powers;
(5) to acquire an interest in a project as necessary or appropriate to 

provide financing for the project, whether by purchase, gift or 'ease;
(6) to lease to others a project acquired by it for the rentals ana jpn 

the terms and conditions the authority may consider advisable, includ­
ing, without limitation, provisions for options to purchase or renew;

3 4 1

within the stale, including the acquisition 
of real property, for lease or sale to busi­
ness enterprises for industrial or manufac­
turing purposes" at the end of (he section.

The 1981 amendment substituted "and” 
for "small" preceding "business," and 
deleted "tourism, mining, and commercial 
fishing" preceding "enterprises."

The 1984 amendment added "and by 
owning and operating the enterprises and 
other facilities” at the end of the section.
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(7) to issue bonds, in accordance with AS 44.88.090, to pay the cost 
of a project and to secure payment of the bonds as provided in this 
chapter;

(8) to sell, by installm ent sale or otherwise, exchange, donate, 
convey or encumber in any manner by mortgage or by creation of any 
other security interest, real or personal property owned by it, or in 
which it has an interest, including a project, when, in the judgment of 
the authority, the action is in furtherance of its corporate purposes;

(9) to accept gifts, grants or loans from, and enter into contracts or 
other transactions regarding them, with a federal agency or an agency 
or instrumentality of the state, a municipality, private organization or 
other source;

(10) to deposit or invest its funds, subject to agreements with 
bondholders;

(11) to enter into contracts or agreements with respect to the exer­
cise of any of its powers, and do all things necessary or convenient to 
carry out its corporate purposes and exercise the powers granted in this 
chapter;

(12) to purchase or insure loans to finance the costs of manufactur­
ing, industrial, and business enterprise projects;

(13) to enter into loan agreements with respect to one or more 
projects upon the terms and conditions the authority considers 
advisable;

(14) to acquire, manage, and operate projects as the authority con­
siders necessary or appropriate to serve a public purpose;

(15) to assist private lenders to make loans to finance the costs of 
projects through loan commitments, short-term financing, or 
otherwise;

(16) to accept gifts, grants, or loans from a federal agency, from an 
agency or instrumentality of the state or of a municipality, or from any 
other source;

(17) to enter into contracts or other transactions with a federal 
agency, with an agency or instrumentality of the state or of a munic­
ipality, or with a private organization or other entity consistent with 
the exercise of any power under this chapter;

(18) to facilitate the expansion of a secondary market for the resale 
of federally or commercially insured loans made to finance the costs of 
projects in Alaska held by federal and state chartered financial institu­
tions or by the Alaska Commercial Fishing and Agriculture Bank;

(19) to charge fees or other forms of remuneration for the use or 
possession of the projects described in (14) of this section in accordance 
with the agreements described in 111) and (17) of this section, o'.her 
agreements pertaining to the projects, covenants, or representations 
made in bond documents pertaining to the projects, or regulations of 
the authority pertaining to the projects. (8 1 ch 64 SLA 1967; am 
§8 55-59 ch 106 SLA 1980; am 88 32, 33 ch 115 SLA 1981; am 8 5 ch 
162 SLA 1984)

3 4 2
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Rcvisor’s notes. — Formerly AS 
■>4.61.080. Renumbered in 1980.

Effect of amendments. — The 1980 
amendment substituted "adopt” for "make 
rules and" at the beginning of paragraph 
(4), rewrote paragraph t5), inserted "in 
ccordance wiLh AS 44.88.090" following 

"to issue bonds" near the beginning of 
paragraph (7), deleted "acquiring by con­
struction, purchase or lease or improving 
and equipping" following "the cost of near 
the middle of paragraph (7), inserted "by 
installment sale or otherwise” following 
"to sell" at the beginning of paragraph (8), 
inserted "including a project” following 
"has an interest" near the middle of para­
graph (8), and added paragraphs (12) 
through (18).

The 1981 amendment substituted "and"

for "small" preceding "business" and 
deleted "tourism, mining, and commercial 
fishing" preceding "enterprise projects" in 
paragraph (12). In paragraph (18), the 
amendment added "made to finance the 
costs of projects in Alaska" following "com­
mercially insured loans" and substituted 
"federal and state chartered financial 
institutions or by the Alaska Commercial 
Fishing and Agriculture Bank" for "com­
mercial banks in Alaska."

The 1984 amendment substituted 
“projects as the authority considers neces­
sary or appropriate to serve a , ublic 
purpose" for "a project when it bet >mes 
necessary or desirable to do so to safe( jard 
the authority from losses" in paragraph 
(14) and added paragraph (19).

Sec. 44.88.085. A dm inistrative p rocedure , (a) Except for AS 
44.62.310 and 44.62.312 regarding public meetings, and except for AS 
44.62.320(a) regarding legislative review of regulations, the provisions 
of the Administrative Procedure Act regarding the adoption of regu­
lations (AS 44.62.040 — 44.62.320) do not apply to the authority. The 
authority shall make available to members ol the public copies of the 
regulations adopted under (b) — (e) of this section. Within 45 days after 
adoption of a regulation under (b) — (e) of this section, the chairman 
of the authority shall submit the regulation adopted to the chairman 
of the Administrative Regulation Review Committee under AS 
24.20.400 — 24.20.460.

(b) The authority ■ may adopt regulations under this section by 
motion or by resolution or in any other manner permitted by its bylaws.

(c) The authority may adopt regulations to carry out the purposes of 
this chapter, and shall adopt regulations necessary for the following 
purposes:

(1) determination of borrower eligibility;
(2) loan guidelines and terms including, but not limited to, maxi­

mum loan amounts and required loan-to-value ratios, but excluding 
loan interest rates;

(3) characteristics of projects eligible for loans or purchase of loans; 
and

(4) the qualifications of loan originators and servicers and the 
method of allocating amounts available for the purchase of loans.

(d) Except as provided in (e) of this section, at least 15 days before 
the adoption, amendment, or repeal of a regulation on a subject speci­
fied in (c) of this section, the authority shall give public notice of the 
proposed action by publishing the notice in a t least three newspapers 
of general circulation in the state and by mailing a copy of the notice 
to every person who has filed a request for notice of proposed regu­
lations with the authority. The public notice must include a statement
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of the time, place, and nature of the proceedings for the adoption, 
amendment, or repeal of the regulation and must include an informa­
tive summary of the subject of the proposed action. On the date and at 
the time and place designated in the notice, the authority shall give 
each interested person or an authorized representative of the person, 
or both, the opportunity to present statements, arguments, or con­
tentions orally or in writing and shall give members of the public an 
opportunity to present oral statements, arguments, or contentions for 
a total period of at least one hour. The authority shall consider all 
relevant m atter presented to it before taking the proposed action on the 
regulation. At a hearing under this subsection, the authority may 
continue or postpone the hearing to a time and place determined by the 
authority and announced at the hearing before taking the action to 
continue or postpone the hearing. A regulation adopted, amended, or 
repealed by the authority may vary from the informative summary 
specified in this subsection if the subject m atter of the action taken on 
the regulation remains the same and if the original notice of the 
proposed action was written so as to assure that members of the public 
are reasonably notified of the subject m atter of the proposed action in 
order for them to determine whether their interests could be affected 
by the authority’s proposed action on tha t subject.

(e) The adoption, amendment, or repeal of a regulation on a subject 
specified in (c) of this section may be made as an emergency regulation 
if, in the order of adoption, the authority states the facts constituting 
the emergency and makes a finding that the adoption of the regulation 
is necessary for the immediate preservation of the orderly operation of 
the authority’s loan and bonding programs. The requirements of (d) of 
this section do not apply to the initial adoption of an emergency regu­
lation covering a subject specified in (c) of this section; however, upon 
adoption of an emergency regulation under this subseciion, the author­
ity shall, within 10 days after that adoption, publish notice of the 
adoption in accordance with the notice procedures specified in  (d) of 
this section. An emergency regulation adopted under this subsection 
may not remain in effect for more than 120 days unless, before the 
expiration of tha t period, the authority adopts that regulation as a 
permanent regulation in accordance with the procedures specified in
(d) of this section.

(fi A regulation adopted under (b) — (e) of this section takes effect 
immediately upon its adoption by the authority or at such other time 
as specified by the authority in its order of adoption. (§ 53 ch 113 SLA 
1982)
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A rticle 3. F inancial Provisions.
Section
90. Bonds of the authority 

100. Trust indentures and trust 
agreements 

105. Capital reserve funds and capital 
reserve fund requirement 

110. Validity of pledge 
120. Nonliability on bonds 
130. Pledge of the state 
140. Exemption from taxation

Section
150. Bonds legal investments for 

fiduciaries
155. Enterprise development fund
156. Multi-family housing loan account
157. Loan insurance and loan insurance

account
153. Small enterprise loan uccount 
159. Interest rates

Sec. 44.88.090. Bonds of the  au thority , (a) Subject to (g) of this 
section, the authority may borrow money and may issue bonds, includ­
ing but not limited to bonds on which the principal and interest are 
payable, (1) exclusively from the income and receipts or other money 
derived from the project financed with the proceeds of the bonds, (2) 
exclusively from the income and receipts or other money derived from 
designated projects whether or not they are financed in whole or in part 
with the proceeds of the bonds, or (3) from its income and receipts or 
other assets generally, or a designated part or parts of them.

(b) Bonds shall be authorized by resolution of the authority, and be 
dated and shall mature as the resolution may provide, except that a 
bond may not mature more than 40 years from the date of its issue. 
Bonds shall bear interest at the rate or rates, be in the denominations, 
be in the form, either coupon or registered, carry the registration privi­
leges, be executed in the manner, be payable in the medium of 
payment, at the place or places, and be subject to the terms of 
redemption which the resolution or a subsequent resolution may pro­
vide.

(c) All bonds, regardless of form or character, shall be negotiable 
instruments for all the purposes of the Uniform Commercial Code.

(d) All bonds may be sold a t public or private sale in the manner, for 
the price or prices, and at the time or times which the authority may 
determine.

(e) Before the issuance of any bonds, the authority shall make provi­
sion by lease or other agreement regarding the project or projects being 
financed by the issue of the bonds for rentals or other considerations at 
least sufficient, in the judgment of the authority, to pay the principal 
of and interest on the bonds as they become due and to create- and 
maintain the reserves therefor as the authority considers necessary or 
desirable and to meet all obligations in connection with the lease or 
other agreement and all costs necessary to service the bonds unless the 
lease or agreement provides that the obligations are to be met or costs 
are to be paid by a party other than the authority.

(f) The superior court shall have jurisdiction to hear and determine 
suits, actions or proceedings relating to the authority, including suits, 
actions or proceedings brought to foreclose or otherwise enforce a mort-



gage, pledge, assignment or security interest or brought by or for the (D) tl
benefit or security of a holder of its bonds or by a trustee for or other authorii
representative of the holders. (E) tl

(g) The authority may not erty in
(1) issue bonds, othei than refunding bonds, in any 12-month period tation, i

beginning after June 30, 1982, in an amount that exceeds the amount of the a
of bonds authorized to be issued during the preceding 12-month period, mortgai
unless a different amount is authorized by the legislature; or project

(2) issue revenue bonds other than refunding bonds for a project agent 0
under this chapter in an amount greater than 550,000,000 during any conside
12-month period beginning after June 30, 1981, unless the issuance is agreem
included separately in the estimates required in the report of the m  (2) p
authority under AS 44.88.210(b) and unless the legislature, by law, or oth(
approves the issuance. receive

(h) The authority may combine, for the purposes of a single offering, (3) p
bonds financing more than one project under AS 44.88.010 — in any
44.88.220. (§ 1 ch 64 SLA 1967; am §§ 60, 61 ch 106 SLA 1980; am 1967)
§ 35 ch 115 SLA 1981)

Revis
Revisor’s notes. — Formerly AS "therefor" following "may issue bonds" 44.61.10

44.61.090. Renumbered in 1980. near the beginning of subsection (a), and
Effect of amendments. — The 1980 added subsections tg> and (hi. gec

amendment substituted "Subject to <g) of The 1981 amendment rewrote para-
this section, the” for "The" at the graph (1) of subsection Ig). \ requil
beginning of subsection (a), deleted j bonds,

• "capit;
Sec. 44.88.100. T ru s t inden tu res  and  tru s t agreem ents. In the the pr

discretion of the authority, an issue of bonds may be secured by a trust ~ made
indenture or trust agreement between the authority and a corporate the ca
trustee (which may be a trust company, bank, or national banking only i
association, with corporate trust powers, located inside or outside the would
state) or by a secured loan agreement or other instrum ent or under a projec
resolution giving powers to a corporate trustee (hereinafter in this procei
section referred to as “trust agreement”) by means of which the author- resen
ity may: requii

(1) make and enter into any and all the covenants and agreements bonds
with the trustee or the holders of the bonds which the authority may 0  . the p
determine to be necessary or desirable, including, without limitation, reden
covenants, provisions, limitations and agreements as to before

(A) the application, investment, deposit, use and disposition of the withd
proceeds of bonds of the authority or of money or other property of the reser
authority or in which it has an interest; purpi

(B) the fixing and collection of rents or other consideration for, and reder
the other terms to be incorporated in a lease or contract of sale of a other
project; or ini

(C) the assignment by the authority of its rights in the lease or inves
contract of sale of a project or in a mortgage or other security interest itv t<
created with respect to a project to a trustee for the benefit of redui
bondholders; •  \ fund
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(D) the terms and conditions upon which additional bonds of the 
authority may be issued;

<E) the vesting in a trustee of rights, powers, duties, funds or prop­
erty in trust for the benefit of bondholders, including, without limi­
tation, the right to enforce payment, performance and all other rights 
of the authority or of the bondholders, under a lease, contract of sale, 
mortgage, security agreement, or trust agreement with respect to a 
project by mandamus or other proceeding or by taking possession of by 
agent or otherwise and operating a project and collecting rents or other 
consideration and applying the same in accordance with the trust 
agreement;

(2) pledge, mortgage or assign money, leases, agreements, property 
or other assets of the authority either presently in hand or to be 
received in the future, or both; and

(3) provide for any other matters of like or different character which 
in any way affect the security or protection of the bonds. (S 1 ch 64 SLA 
1967)

Revisor’s notes. — Formerly AS 
•M.61.100. Renumbered in 1980.

Sec. 44.88.105. C apital reserve funds and cap ital reserve fund 
requirem ent, (a) For the purpose of securing one or more issues of its 
bonds, the authority may establish one or more special funds, called 
"capital reserve funds", and shall pay into those capital reserve funds 
the proceeds of the sale of its bonds and other money which may be 
made available to the authority from other sources for the purposes of 
the capital reserve funds. A capital reserve fund may be established 
only if the authority determines that the establishment of the fund 
would enhance the marketability of the bonds, and if those costs of a 
project, as defined in AS 44.B8.220, which are to be financed with the 
proceeds of the bonds, do not exceed 810,000,000. Money in a capital 
reserve fund, except as provided in this section, may be used as 
required only for (1) the payment of the principal of, and interest on, 
bonds or of the sinking fund payments with respect to those bonds; (2) 
the purchase or redemption of the bonds; or (3) the payment of a 
redemption premium required to be paid when the bonds are redeemed 
before maturity. However, money in a capital reserve fund may not be 
withdrawn if the withdrawal would reduce the amount in the capital 
reserve fund to less than the capital reserve requirement, except for the 
purpose of making payment, when due, of principal, interest, 
redemption premiums on the bonds, and sinking fund payments when 
other money of the authority is not available for the payments. Income 
or interest earned by, or increment to, a capital reserve fund, from the 
investment of all or part of the fund, may be transferred by the author­
ity to other funds or accounts of the authority if the transfer does not 
reduce the amount of the capital reserve fund below the capital reserve 
fund requirement.

3 4 7



§  4 4 . 8 8 . 1 0 5 A l a s k a  S t a t u t e s §  4 4 . 8 8 . 1 0 5

(b) If the authority decides to issue bonds secured by a capital 
reserve fund, the bonds may not be issued if the amount in the capital 
reserve fund is less than the capital reserve fund requirement, unless 
the authority, a t the time of issuance of the bonds, deposits in the 
capital reserve fund from the proceed:! of the bonds to be issued or from 
. :her sources, an amount which, together with the amount then in the 
fund, is not less than the capital reserve fund requirement.

(c) In computing the amount of a capital reserve fund for the purpose 
of this section, securities in which all or a portion of the fund is invested 
shall be valued by a reasonable method establ: 'died by the authority by 
resolution. Valuation shall include the amount of int°rest earned or 
accrued as of the date of the valuation.

(d) The chairman of the authority shall annually, no later than 
January 2, certify in writing to the governor and the legislature the 
amount, if any, required to restore a capital reserve fund to the capital 
reserve fund requirement. The legislature may appropriate to the 
authority the amount certified by the chairman of the authority. The 
authority shall deposit the amounts appropriated under this subsection 
during a fiscal year in the proper capital reserve fund. Nothing in this 
section creates a debt or liability of the state.

(e) In this section, "capital reserve fund requirement” means the 
amount required to be on deposit in the capital reserve fund as of the 
date of computation as determined by resolution of the authority.

(0 The authority may not establish a capital leserve fund to secure 
an issue of bonds in an amount in excess of 81,000,000 unless at least 
20 percent of the principal amount of the loan for the project is retained 
by a federal or state chartered financial institution or the Alaska Com­
mercial Fishing and Agriculture Bank.

(g) The authority may establish reserve funds, other than capital 
reserve funds, to secure one or more issues of its bonds. The authority 
may deposit in a reserve fund established under this subse:tion the 
proceeds of sale of its bonds and other money which may be made 
available from any other source. A reserve fund established under this 
subsection must comply with (a) — (c) of this section. The authority 
may allow a reserve fund established under this subsection to be 
depleted without complying with (d) of this section.

(h) Notwithstanding any other provision of this section, the author­
ity may waive or modify the requirements of (a) of this section estab­
lishing maximum costs of $10,000,000 for a project arid the 
requirements of (f) of this section as it considers appropriate and 
prudent in order to finance a project if the authority intends to own the 
project. However, if the authority intends to lease or otherwise permit 
the state to use or occupy a majority of the project, the authority may 
only establish a reserve fund under (g) of this section to secure bonds 
issued to finance a project. (S 62 ch 106 SLA 1980; am §§ 36, 37 ch 115 
SLA 1981; am S 6 ch 162 SLA 1984)
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Revisor's notes. — Enacted as AS 
-t4.61.105. Renumbered in 1980.

Effect of amendments. — The 1981 
amendment added "and if those costs of a 
project, as defined in AS 4-1.88.220, which 
are to be financed with the proceeds of the

bonds, do not exceed $10,000,000" 
following "marketability of the bonds" in 
the second sentence of subsection (a) and 
added subsections (f) and (g),

The 1984 amendment added subsection 
Ih).

Sec. 44.88.110. V alidity  of pledge. It is the intention of the leg­
islature tha t a pledge made in respect of bonds shall be valid and 
binding from the time the pledge is made; tha t the money or property 
so pledged and thereafter received by the authority shall immediately 
be subject to the lien of the pledge without physical delivery or further 
act; and tha t the lien of the pledge shall be valid and binding as against 
all parties having claims of any kind in tort, contract or otherwise 
against the authority irrespective of whether the parties have notice. 
Neither the resolution, trust agreement nor any other instrument by 
which a pledge is created need be recorded or filed under the provisions 
of the Uniform Commercial Code to be valid, binding or effective 
against the parties. (§ 1 ch 64 SLA 1967)

Revisor’s notes. — Formerly AS
44.61.110. Renumbered in 1980.

Sec. 44.88.120. N onliability  on bonds, (a) Neither the members of 
the authority nor a person executing the bonds are liable personally on 
the bonds or are subject to personal liability or accountability by reason 
of the issuance of the bonds.

(b) The bonds issued by the authority do not constitute an indebted­
ness or other liability of the state or of a political subdivision of the 
state, except the authority, but shall be payable solely from the income 
and receipts or other funds or property of the authority. The authority 
may not pledge the faith or credit of the state or of a political subdi­
vision of the state (except the authority) to the payment of a bond and 
the issuance of a bond by the authority does not directly or indirectly 
or contingently obligate the state or a political subdivision of the state 
to apply money from, or levy or pledge any form of taxation whatever 
to the payment of the bond. (§ 1 ch 64 SLA 1967)

Revisor’s notes. — Formerly AS
44.61.120. Renumbered in 1980.

Sec. 44.88.130. P ledge o f the state. The state pledges to and 
agrees with the holders of bonds issued under this chapter and with the 
federal agency which loans or contributes funds in respect to a project, 
that the state will not. limit or alter the rights and powers vested in the 
authority by this chapter to fulfill the terms of a contract made by the 
authority with the holders or federal agency, or in any way impair the 
rights and remedies of the holders until the bonds, together with the
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interest on them with interest on unpaid installments of interest, and 
all costs and expenses in connection with an action or proceeding by or 
on behalf of the holders, are fully met and discharged. The authority 
is authorized to include this pledge and agreement of the-state, insofar 
as it refers to holders of bonds of the authority, in a contract with the 
holders, and insofar as it relates to a federal agency, in a contract with 
the federal agency. (§ 1 ch 64 SLA 1967)

Revisor’s notes. — Formerly AS 
44.61.130. Renumbered in 1980.

Revisoi
44.61.140.

Effect • 
amendmei 
"occupant 
middle of

Cited i 
Lots 5.6 S 
1652), 50:

Sec, 44.88.140. Exem ption from taxation, (a) The real and 
personal property of the authority and its assets, income and receipts 
are declared to be the property of a political subdivision of the state 
and, together with any project financed under this chapter and a 
leasehold interest created in a project applicant or other person under 
this chapter, devoted to an essential public and governmental function 
and purpose, and the property, assets, income, receipts, project and 
leasehold interests shall be exempt from all taxes and special as­
sessments of the state or a political subdivision of the state, including, 
without limitation, all boroughs, cities, municipalities, school districts, 
public utility districts and other taxing units. All bonds of che author­
ity are declared to be issued by a political subdivision of the state and 
for an essential public and governmental purpose and to be a public 
instrumentality and the bonds, and the interest on them, the income 
from them and the transfer of the bonds, and all assets, income and 
receipts pledged to pay or secure the payment of the bonds, or interest 
on them, shall at ail times be exempt from taxation by or under the 
authority of the state, except for inheritance and estate taxes and taxes 
on transfers by or in contemplation of death. Nothing in this section 
affects or limits an exemption from license fees, property taxes, or 
excise, income or any other taxes, provided under any other law, nor 
does it create a tax exemption with respect to the interest of any 
business enterprise or other person, other than the authority, in any 
property, assets, income, receipts, pi ject or lease whether or not 
financed under this chapter.

(b) The authority may enter into agreements with a proposed project 
applicant or project applicant providing for payments, computed on a 
formula basis or otherwise, in lieu of taxes, which the authority may 
consider appropriate. The agreement may provide that the payments 
be made to the political subdivision of the state in which a pt\Ject is or 
is to be located or to any other taxing unit of the state including, 
without limitation, a borough, city, municipality, school district or 
public utility district, the area of which is coterminous in whole or in 
part with ihat of the political subdivision.

(c) [Repealed, § 126 ch 6 S L A  1984./(§ 1 ch 64 SLA 1967; am 8 3 
ch 64 SLA 1977: am §8 63. 64 ch 106 SLA 1980; am $ 126 ch 6 SLA
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Revisor's notes. — Formerly AS 
44.61.140. Renumbered in 19S0.

Effect of amendments. — The 1980 
amendment substituted "applicant” for 
"occupant" following "project" near the 
middle of the first sentence in subsection

(a) and twice near the beginning of subsec­
tion (bl.

The 1984 amendment repealed former 
subsection tc). relating to exempted prop­
erty being considered taxable real and 
personal property.

NOTES TO DECISIONS

Cited in City of Nome v. Block No. H,
Lots 5,6 & 7. Sup. Ct. Op. No. 839 (File No.
1652), 502 P.2d 124 (1972).

Sec. 44.88.150. Bonds legal investm ents for fiduciaries. The 
bonds of the authority are securities in which all public officers and 
bodies of the state and all municipalities and municipal subdivisions, 
all insurance companies and associations and other persons carrying 
on an insurance business, all banks, bankers, trust companies, savir ,rs 
banks, savings associations, including savings and loan associations 
and building and loan associations, investment companies and other 
persons carrying on a banking business, all administrators, guardians, 
executors, trustees and other fiduciaries, and all other persons 
whatsoever who are now or may hereafter be authorized to invest in 
bonds or other obligations of the state, may properly and legally invest 
funds including capital in their control or belonging to them. 
Notwithstanding any other provisions of law, the bonds of the author­
ity are also securities which may be deposited with and may be received 
by all public officers and bodies of this state and all municipalities and 
municipal subdivisions for any purpose for which the deposit of bonds 
or other obligations of the state is now or may hereafter be authorized. 
(§ 1 ch 64 SLA 1967)

Rcvisor's notes. — Formerly AS 
44.61.150. Renumbered in 1980.

Sec. 44.88.155. E n terp rise  developm ent fund, (a) The enterprise 
development fund is established in the authority. The enterprise 
development fund is a trust fund for the uses and purposes of AS 
44.88.010 — 44.88.220. The enterprise development fund consists of 
money or assets appropriated or transferred to the authority and other 
money or assets deposited in it by the authority.

(b) The authority may establish in the enterprise development fund 
a small enterprise loan account, a loan insurance account, and other 
accounts it considers appropriate.

(c) Money and other assets of the enterprise development fund may 
be used to secure bonds of the authority, and shall be held and invested 
by the authority in the types of investments described in AS 
37.10.070(a) and AS 39.35.110(a)(9) and (14) or shall be used to pur­
chase loans for projects as defined in AS 44.88.220.
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(d) A loan purchased in whole or in part by the authority, other than 
a loan which is financed with the proceeds of bonds of the authority and 
secured only by a project applicant or a project

(1) may not exceed
(A) 810,000,000; or
(B) §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 the 

appraised value of the project, whichever is less, unless the amount of 
the loan in excess of this limit is 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 author­
ity’s estimate of the life of the project or 25 years from the date the loan 
is made, whichever is earlier;

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

(5) shall be in the form and contain the terms and provisions with 
respect to insurance, repairs, alterations, payment of taxes and as­
sessments, default reserves, delinquency charges, default remedies, 
acceleration of maturity, secondary liens and other matters the author­
ity 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 into 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 instrum entality of the United States, subject to the provisions of AS 
44.88.158; or

(B) financed from the proceeds of bonds; or
(C) expected by the authority to be financed from the proceeds of 

bonds.
(e) The authority may adopt regulations for the administration of 

the enterprise development fund which may include, without limi­
tation, provisions for fees and agreements relating to application, loan 
commitment, servicing, and origination of loans by other lenderr.

(f) The authority may enter into agreements as to the use of the 
money in the enterprise development fund, including without limi­
tation, trust or custody arrangements with banks or trust companies. 
It may also pledge, assign, or grant the agreement, interests under an 
agreement, or interests in the enterprise development fund as may be 
necessary or appropriate to provide for payment and security for bonds 
of the authority.
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(g) Notwithstanding any other provision of this section, the author­
ity may waive or modify the requirements of this section as it considers 
appropriate and prudent in order to finance a project if the authority 
intends to own the project. (§ 65 ch 106 SLA 1980; am § 38 ch 115 SLA 
1981; am § 7 ch 162 SLA 1984)

Revisor’s notes. — Formerly AS The 1984 amendment added subsection 
44.61.155. Renumbered in 1980. (g).

Effect of amendments. — The 1981 
amendment rewrote this section.

Sec. 44.88.156. M ulti-family housing  loan account, (a) In addi­
tion to thedlndings and declarations in AS 44.88.010, the legislature 
finds, determines, and declares that

(1) there exists in the state a serious shortage of decent, safe, and 
sanitary multifamily housing units/and tha't this shortage is inimical 
to the safety, health, welfare, and prosperity of the residents of the 
state and to the sognd growth of communities in the state; and

(2) it is necessai’V to give,/ the Alaska Industrial Development 
Authority the power to provide a means for financing additional 
multifamily housing projects in the state.

(b) In addition to the purposes specified in AS 44.88.070, the purpose 
of the authority is to promote, develop, and maintain an adequate 
supply of decent, safe,,, and sanitary multifamily housing projects 
during times of shortage of such projects in the state, by providing 
various means of financing and facilitating the financing of 
inultifamily housing'projects in the state.

(c) In addition to' the powers conferred on the authority under AS
44.88.080 and its other powers, the authority has the following powers:

(1) to make loans and to participate in the making of loans in con­
junction with other lenders, the Alaska State Housing Authority, or a 
municipality of th e ,state to assist in the financing of multifamily 
housing projects;

(2) to own a multifamily housing project with sponsors, developers, 
builders, or other persons or to ov/n a multifamily housing project 
alone, for the purpose of maintaining a security  interest in that 
multifamily housing project;

(3) to borrow money, to issue its bonds, and to provide security for 
bonds it issues in connection with the financing of multifamily housing 
projects, except that the authority may not issue borHs for the con­
struction financing for a multifamily housing project unless the bonds 
are, in the opinion of the authority, adequately secured by a letter of 
credit or equivalent security;

(4) to make loans and to participate in the making of loans from the 
proceeds of tax-exempt bonds for a multifamily housing project at 
interest rates determined or agreed to by the authority;
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S e c .  4 4 .8 8 .1 5 6 .  M u l t i - f a m i l y  h o u s i n g  l o a n  a c c o u n t ,  (a)  In  a d d i ­
t i o n  to  t h e  f in d in g s  a n d  d e c l a r a t i o n s  i n  A S  4 4 .8 8 .0 1 0 ,  t h e  l e g i s l a tu r e  
f in d s ,  d e t e r m i n e s ,  a n d  d e c la r e s  t h a t

(1) t h e r e  e x i s t s  in  t h e  s t a t e  a  s e r io u s  s h o r t a g e  o f  d e c e n t ,  sa fe ,  a n d  
s a n i t a r y  m u l t i f a m i l y  h o u s i n g  u n i t s ,  a n d  t h a t  t h i s  s h o r t a g e  is  in im ic a l  
to  t h e  s a f e ty ,  h e a l t h ,  w e l f a re ,  a n d  p r o s p e r i t y  o f  t h e  r e s i d e n t s  o f  t h e  
s t a t e  a n d  to  t h e  s o u n d  g r o w th  o f  c o m m u n i t i e s  in  t h e  s t a t e ;  a n d

(2) i t  i s  n e c e s s a r y  to  g iv e  t h e  A l a s k a  I n d u s t r i a l  D e v e lo p m e n t  A u ­
t h o r i t y  t h e  p o w e r  to  p r o v id e  a  m e a n s  fo r  f in a n c in g  a d d i t i o n a l  m u l t i ­
f a m i ly  h o u s i n g  p ro je c ts  in  t h e  s t a t e .

(b) I n  a d d i t i o n  to  t h e  p u r p o s e s  sp e c i f ie d  i n  A S  4 4 .8 8 .0 7 0 ,  t h e  p u r ­
p o se  o f  t h e  a u t h o r i t y  is  to  p ro m o te ,  d ev e lo p ,  a n d  m a i n t a i n  a n  a d e q u a t e  
s u p p ly  o f  d e c e n t ,  sa fe ,  a n d  s a n i t a r y  m u l t i f a m i l y  h o u s in g  p ro jec ts  d u r ­
i n g  t im e s  o f  s h o r t a g e  o f  s u c h  p ro je c ts  i n  t h e  s t a t e ,  by  p r o v id in g  v a r io u s  
m e a n s  o f  f i n a n c in g  a n d  f a c i l i t a t i n g  t h e  f i n a n c in g  o f  m u l t i f a m i l y  h o u s ­
i n g  p ro je c ts  i n  t h e  s t a t e .

(c) In  a d d i t i o n  to  t h e  p o w e r s  c o n f e r r e d  o n  t h e  a u t h o r i t y  u n d e r  A S
4 4 .8 8 .0 8 0  a n d  i t s  o t h e r  p o w e rs ,  t h e  a u t h o r i t y  h a s  t h e  fo llow ing  
p o w e rs :

(1) to  m a k e  lo a n s  a n d  to  p a r t i c i p a t e  in  t h e  m a k i n g  o f  l o a n s  in  co n ­
j u n c t i o n  w i t h  o t h e r  l e n d e r s ,  t h e  A l a s k a  S t a t e  B u i ld in g  A u th o r i t y ,  o r  a  
m u n i c i p a l i t y  o f  t h e  s t a t e  to  a s s i s t  i n  t h e  f i n a n c in g  of  m u l t i f a m i l y  
h o u s i n g  p ro jec ts ;

(2) to  o w n  a  m u l t i f a m i l y  h o u s in g  p ro je c t  w i t h  s p o n so rs ,  d e v e lo p e rs ,  
b u i ld e r s ,  o r  o t h e r  p e r s o n s  o r  to  o w n  a  m u l t i f a m i l y  h o u s in g  p ro jec t  
a lo n e ,  fo r  t h e  p u r p o s e  o f  m a i n t a i n i n g  a  s e c u r i t y  i n t e r e s t  in  t h a t  m u l t i ­
f a m i ly  h o u s i n g  p ro jec t;

(3) to  b o r r o w  m o n e y ,  to  i s s u e  i t s  b o n d s ,  a n d  to  p ro v id e  s e c u r i t y  fur 
b o n d s  i t  i s s u e s  i n  c o n n e c t io n  w i t h  t h e  f i n a n c in g  o f  m u l t i f a m i l y  h o u s ­
i n g  p ro je c ts ,  e x c e p t  t h a t  t h e  a u t h o r i t y  m a y  n o t  i s s u e  b o n d s  fo r  th e  
c o n s t r u c t io n  f i n a n c i n g  for a  m u l t i f a m i l y  h o u s in g  p ro je c t  u n l e s s  th e  
b o n d s  a r e ,  in  t h e  o p in io n  o f  t h e  a u t h o r i t y ,  a d e q u a t e l y  s e c u r e d  by  a 
l e t t e r  o f  c r e d i t  o r  e q u i v a l e n t  s e c u r i ty ;

(4) to  m a k e  lo a n s  a n d  to p a r t i c i p a t e  in  t h e  m a k i n g  o f  l o a n s  f ro m  th e  
p r o c e e d s  o f  t a x - e x e m p t  b o n d s  for a  m u l t i f a m i l y  h o u s i n g  p ro jec t  a t  
i n t e r e s t  r a t e s  d e t e r m i n e d  o r  a g r e e d  to  b y  t h e  a u t h o r i t y ;

(5) to  a c q u i r e ,  se l l ,  o r  o th e r w is e  d is p o s e  o f  a n  i n t e r e s t  in  a  m u l t i ­
f a m i ly  h o u s i n g  p ro je c t  a s  n e c e s s a r y  o r  a p p r o p r i a t e  to  p r o v id e  f in a n c ­
i n g  fo r  t h e  h o u s i n g  p ro jec t;

(6) to  e n t e r  in to  a g r e e m e n t s  w i th  r e s p e c t  to  a  m u l t i f a m i l y  h o u s in g  
p ro je c t  o n  t e r m s  a n d  c o n d i t io n s  t h a t  t h e  a u t h o r i t y  c o n s id e r s  a d v i sa b le ;

(7) to  a s s i s t  p r i v a t e  l e n d e r s ,  t h e  A l a s k a  S t a t e  B u i ld in g  A u th o r i ty ,  
a n d  m u n i c i p a l i t i e s  o f  t h e  s t a t e  to m a k e  lo a n s  to  f in a n c e  t h e  cos ts  o f  
m u l t i f a m i l y  h o u s in g  p ro jec ts ;

(8) to  u se  a s s e t s  o f  t h e  m u l t i f a m i l y  h o u s in g  lo a n s  s e c u r i t y  f u n d  to  
e s t a b l i s h  c a p i t a l  r e s e r v e  f u n d s  to  s e c u r e  b o n d s  i s s u e d  in  co n n e c t io n
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w i t h  t h e  F in an c in g  o f  m u l t i f a m i l y  h o u s i n g  p ro jec ts  a n d  to  p ro v id e  a 
lo a n  loss  r e s e r v e  for lo a n s  p u r c h a s e d  by  th e  m u l t i f a m i l y  h o u s i n g  lo a n  
a c c o u n t  o f  t h e  e n t e r p r i s e  d e v e lo p m e n t  fu n d .

(d) W i th  r e s p e c t  to  t h e  i s s u a n c e  o f  b o n d s  to  F inance o n e  o r  m o r e  
m u l t i f a m i l y  h o u s i n g  p ro jec ts ,  in  o r d e r  to  f a c i l i t a t e  t h e  F in an c in g  o f  a  
m u l t i f a m i l y  h o u s in g  p ro jec t  t h e  a u t h o r i t y  m a y  w a iv e  or  m o d ify ,  a s  i t  
c o n s id e r s  a p p r o p r i a t e  a n d  p r u d e n t ,  t h e  r e q u i r e m e n t s  o f  A S  
44 .8 8 .0 9 0 (e ) ,  44 .8 8 .1 5 5 (d ) ,  a n d  4 4 .8 8 .160 .

(e) A  c a p i t a l  r e s e r v e  f u n d  e s t a b l i s h e d  u n d e r  t h i s  s e c t io n  to  s e c u r e  
b o n d s  i s s u e d  in  c o n n e c t io n  w i t h  t h e  F in a n c in g  o f  m u l t i f a m i l y  h o u s in g  
p ro je c ts  is  n o t  s u b je c t  to  t h e  8 1 0 ,0 0 0 ,0 0 0  l i m i t a t i o n  s t a t e d  in  A S  
4 4 .8 8 .1 0 5 (a ) .  T h e  p r o v is io n s  o f  A S  4 4 .88 .105 (f)  do n o t  a p p ly  to  c a p i t a l  
r e s e r v e  f u n d s  e s t a b l i s h e d  to  s e c u r e  b o n d s  i s s u e d  to  F inance  o n e  o r  
m o r e  m u l t i f a m i l y  h o u s in g  p ro jec ts .

(f) A  m u l t i f a m i l y  h o u s in g  lo a n  a c c o u n t  is  e s t a b l i s h e d  in  t h e  e n t e r ­
p r i s e  d e v e lo p m e n t  f u n d  o f  t h e  a u t h o r i t y  ( A S '44 .8 8 .1 5 5 ) ,  c o n s i s t i n g  of  
m o n e y  a n d  o t h e r  a s s e t s  o f  t h e  e n t e r p r i s e  d e v e lo p m e n t  f u n d  t h a t  t h e  
a u t h o r i t y  d e p o s i t s  in to  i t .  T h e  m u l t i f a m i l y  h o u s i n g  lo a n  a c c o u n t  s h a l l  
b e  u s e d  o n ly  to  p u r c h a s e  o r  o r i g i n a t e  l o a n s  for  m u l t i f a m i l y  h o u s in g  
p ro jec ts .  T h e  a u t h o r i t y  m a y  n o t  u s e  p ro c e e d s  f ro m  t h e  s a le  o f  b o n d s  o f  
t h e  a u t h o r i t y  to  F inance s e c o n d a ry  lo a n s  for m u l t i f a m i l y  h o u s in g .  N o t ­
w i t h s t a n d i n g  t h e  p r o v is io n s  o f  A S  44 .8 8 .1 5 5 (d ) ,  a  lo a n  p u r c h a s e d  or  
o r i g i n a t e d  by  t h e  a u t h o r i t y  for  t h e  m u l t i f a m i l y  h o u s in g  lo a n  a c c o u n t

(1) m a y  n o t  b e  for a  t e r m  lo n g e r  t h a n  30  y e a r s  f ro m  t h e  d a t e  t h e  
lo a n  is m a d e ;

(2) s h a l l  be s e c u r e d  by  a  m o r t g a g e  o r  o t h e r  s e c u r i t y  i n s t r u m e n t  in  
t h e  m a n n e r  t h e  a u t h o r i t y  d e t e r m i n e s  is  f e a s ib le  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  lo a n  a g r e e m e n t  e n t e r e d  i n to  w i th  t h e  b o r ro w e r ;  t h e  
m o r t g a g e  o r  o t h e r  s e c u r i t y  i n s t r u m e n t  c o n s t i t u t e s  a  f i r s t  l i e n  a g a i n s t  
t h e  m u l t i f a m i l y  h o u s in g  p ro jec t ,  e x c e p t  t h a t  i t  m a y  be  s u b o r d i n a t e d  
b y  t h e  a u t h o r i t y  to  a  lo a n  m a d e  d i r e c t ly  o r  i n d i r e c t ly  w i th  t h e  p r o ­
c e e d s  o f  a  s a l e  o f  b o n d s  by  t h e  a u t h o r i t y ,  t h e  A l a s k a  S t a t e  B u i ld in g  
A u t h o r i t y ,  o r  a  m u n ic ip a l i t y  o f  t h e  s t a t e  d u r i n g  t h e  t im e  w h e n  t h e  
lo a n  f ro m  th e s e  p r o c e e d s  is  o u t s t a n d i n g ,  a n d  m a y  b e  s u b o r d i n a t e d  to  a  
lo a n  t h a t  r e f in a n c e s  t h e  o r ig in a l  lo a n ,  i f  t h e  a u t h o r i t y  c o n s id e r s  i t  
a p p r o p r i a t e  to  do  so;

(3) s h a l l  p r o v id e  for a  s c h e d u le  o f  p a y m e n t s  o f  p r in c ip a l  a n d  i n t e r ­
e s t  t h a t  i s  s a t i s f a c to r y  to  t h e  a u t h o r i t y ,  a n d  t h a t  m a y  in c lu d e ,  w i t h o u t  
l im i t a t i o n ,  d e f e r r a l s  o r  r e d u c t io n s  o f  p a y m e n t s ,  v a r i a b l e  p a y m e n t s ,  
b a l lo o n  p a y m e n t s ,  s h a r i n g  in  e q u i ty  a p p r e c i a t i o n ,  a n d  o th e r  a r r a n g e ­
m e n ts ;

(4) s h a l l  be  in  t h e  fo rm  a n d  c o n t a in  t h e  t e r m s  a n d  p r o v is io n s  w i th  
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  o f  t a x e s  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 ie s ,  a c ce l­
e r a t i o n  o f  m a t u r i t y ,  s e c o n d a r y  l ie n s ,  a n d  o t h e r  m a t t e r s  a s  t h e  a u t h o r ­
i ty  p re sc r ib e s .
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(g) T h e  i n t e r e s t  r a t e  o n  a  lo a n  for o n e  o r  m o r e  m u l t i f a m i l y  h o u s in g  
p ro je c ts  f in a n c e d  from  t h e  p ro ce ed s  o f  t a x - e x e m p t  b o n d s  o r  e x p e c te d  by 
t h e  a u t h o r i t y  to be  f in a n c e d  f ro m  t h e  p ro c e e d s  o f  t a x - e x e m p t  b o n d s  
m a y  be a t  a  h i g h e r  o r  lo w e r  r a t e ,  a s  t h e  a u t h o r i t y  c o n s id e r s  a p p r o p r i ­
a t e ,  t h a n  th e  c o s t  o f  f u n d s  a s  d e f in e d  in  A S 4 4 .8 8 .1 5 9 (a ) ,  w i t h  r e s p e c t  
to  t h a t  loan .

(h) T h e  m u l t i f a m i l y  h o u s in g  lo a n s  s e c u r i t y  fu n d  is e s t a b l i s h e d  in 
t h e  a u t h o r i t y .  T h e  m u l t i f a m i l y  h o u s in g  lo a n s  s e c u r i t y  f u n d  c o n s is t s  o f  
m o n e y  a n d  a s s e t s  a p p r o p r i a t e d  o r  t r a n s f e r r e d  to  it ,  t h e  in c o m e  p r o ­
d u c e d  f ro m  i t s  i n v e s t m e n t s  a n d  h o ld in g s ,  a n d  d e p o s i t s  t h a t  t h e  a u ­
th o r i t y  m a y  m a k e  f rom  r e p a y m e n t s  o f  m u l t i f a m i l y  h o u s i n g  lo a n s  p u r ­
c h a s e d  b y  t h e  m u l t i f a m i l y  h o u s in g  lo a n  a c c o u n t  o f  t h e  e n t e r p r i s e  d e ­
v e l o p m e n t  fu n d .  T h e  a s s e t s  o f  t h e  m u l t i f a m i l y  h o u s in g  lo a n s  s e c u r i t y  
fu n d  m a y  be u s e d  to  e s t a b l i s h  c a p i t a l  r e s e r v e  f u n d s  to  s e c u r e  b o n d s  
i s s u e d  in  c o n n e c t io n  w i th  t h e  f i n a n c in g  o f  m u l t i f a m i l y  h o u s in g  
p ro jec ts .  T h e  a s s e t s  o f  th e  m u l t i f a m i l y  h o u s in g  lo a n s  s e c u r i t y  f u n d  
m a y  a l s o  be  u s e d  to  p ro v id e  a  lo a n  loss r e s e r v e  for t h e  e n t e r p r i s e  
d e v e lo p m e n t  f u n d  for m u l t i f a m i l y  h o u s in g  lo a n s  m a d e  b y  t h e  a u t h o r ­
i ty  f ro m  t h e  m u l t i f a m i l y  h o u s in g  l o a n  a c c o u n t  o f  t h e  e n t e r p r i s e  d e v e l ­
o p m e n t  fu n d .  T h e  m u l t i f a m i l y  h o u s in g  lo a n s  s e c u r i t y  f u n d  is  n o t  a  
g e n e r a l  a s s e t  o f  t h e  a u t h o r i t y  a n d  m a y  n o t  b e  p le d g e d  o r  c o m m i t t e d  in  
a n y  w a y  e x c e p t  a s  p ro v id e d  in  t h i s  s u b s e c t io n .  T h e  a u t h o r i t y  m a y

(1) e s t a b l i s h  s e p a r a t e  a c c o u n t s  in  th e  m u l t i f a m i l y  h o u s in g  lo a n s  
s e c u r i t y  f u n d  fo r  m u l t i f a m i l y  h o u s in g  lo a n s ,  a s  i t  f in d s  a p p r o p r i a t e ,  
a n d  m a y  e s t a b l i s h  o t h e r  a c c o u n t s  t h a t  i t  c o n s id e r s  a p p r o p r i a t e :

(2) h o ld  a n d  in v e s t  m o n e y  a n d  o t h e r  a s s e t s  o f  t h e  m u l t i f a m i l y  h o u s ­
in g  lo a n s  s e c u r i t y  f u n d  a t  c o m p e t i t iv e  n a t i o n a l  m a r k e t  r a t e s  in  t h e  
t y p e s  o f  i n v e s t m e n t s  d e s c r ib e d  in  A S  3 7 .1 0 .0 7 0 (a ) .

(i) I f  a  m u l t i f a m i l y  h o u s in g  lo a n  from  t h e  m u l t i f a m i l y  h o u s in g  lo a n  
a c c o u n t  o f  t h e  e n t e r p r i s e  d e v e lo p m e n t  f u n d  o f  t h e  a u t h o r i t y  is  n o t  
fu lly  r e p a id ,  in c lu d in g  a c c ru e d  in t e r e s t ,  a n d  is  n o t  fu l ly  s a t i s f i e d  a f t e r  
t h e  e n f o r c e m e n t  o f  a n y  s e c u r i ty  t h a t  th e  a u t h o r i t y  h a s  a c q u i r e d  u n d e r
(f)(2) o f  t h i s  se c t io n ,  th e  e x e c u t iv e  d i r e c to r  o f  t h e  a u t h o r i t y  s h a l l  c e r ­
tify  t h e  fac ts  r e g a r d i n g  t h e  lo a n  in  w r i t in g .  U p o n  th e  c e r t i f i c a t io n  a n  
a m o u n t  e q u a l  to t h e  u n p a i d  b a l a n c e ,  a c c r u e d  in t e r e s t ,  a n d  co s ts  a t ­
t r i b u t a b l e  to  t h a t  l o a n  s h a l l  be  p a id  f ro m  t h e  m u l t i f a m i l y  h o u s in g  
lo a n s  s e c u r i t y  fu n d  to  th e  e n t e r p r i s e  d e v e lo p m e n t  fu n d  o f  t h e  a u t h o r ­
ity , o r  i f  t h e  b a l a n c e  in  t h e  m u l t i f a m i l y  h o u s in g  lo a n s  s e c u r i t y  f u n d  is 
less  t h a n  th e  a m o u n t  o f  t h e  u n p a i d  b a l a n c e ,  a c c r u e d  in t e r e s t ,  a n d  
cos ts  a t t r i b u t a b l e  to  t h e  lo a n ,  t h e  r e m a i n i n g  b a l a n c e  o f  th e  m u l t i f a m ­
ily h o u s in g  lo a n s  s e c u r i t y  f u n d  s h a l l  be  p a i d  to  t h e  e n t e r p r i s e  d e v e lo p ­
m e n t  fu n d  o f  th e  a u t h o r i t y .  T h e  a u t h o r i t y  s h a l l  c o n s id e r  a  lo a n  fu lly  
d i s c h a r g e d  for  p u r p o s e s  o f  (j) o f  t h i s  s e c t i o n  u p o n  p a y m e n t  f rom  t h e  
m u l t i f a m i l y  h o u s i n g  lo a n s  s e c u r i ty  f u n d  to  t h e  e n t e r p r i s e  d e v e lo p ­
m e n t  f u n d  u n d e r  t h i s  su b s e c t io n .
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(j) N o t  l a t e r  t h a n  60 d a y s  a f t e r  a l l  m u l t i f a m i l y  h o u s in g  lo a n s  t h a t  
h a v e  b e e n  m a d e  f ro m  t h e  m u l t i f a m i l y  h o u s in g  lo a n  a c c o u n t  o f  t h e  
e n t e r p r i s e  d e v e lo p m e n t  fu n d  of  th e  a u t h o r i t y  h a v e  b ee n  d i s c h a r g e d ,  o r  
c o n s id e re d  to  be d i s c h a r g e d  u n d e r  (i) o f  th i s  se c t io n ,  a n y  b a l a n c e  
r e m a i n i n g  in  th e  m u l t i f a m i l y  h o u s in g  lo a n s  s e c u r i t y  f u n d  s h a l l  be 
t r a n s f e r r e d  b y  t h e  a u t h o r i t y  to  t h e  s t a t e  g e n e r a l  fund ,

(k) I n  th i s  se c t io n ,
(1) " a u t h o r i t y "  m e a n s  t h e  A la s k a  I n d u s t r i a l  D e v e lo p m e n t  A u t h o r ­

ity;
(2) " m u l t i f a m i ly  h o u s in g  p ro jec t” m e a n s  a  specif ic  b u i ld in g ,  s t r u c ­

t u r e ,  w o rk ,  o r  im p r o v e m e n t  o f  f ive  o r  m o r e  d w e l l in g  u n i t s ,  o r  a  g r o u p  
o f  t h e s e  b u i ld in g s ,  s t r u c t u r e s ,  w o rk s ,  o r  im provem en ts - ,  t h e  p r i m a r y  
p u r p o s e  o f  w h ic h  is  to  p ro v id e  r e n t a l  d w e l l in g  a c c o m m o d a t io n s  a n d  
w h ic h  q u a l i f i e s  for t a x - e x e m p t  f in a n c in g  u n d e r  sec. 103 o f  t h e  I n t e r n a l  
R e v e n u e  C ode  o f  1954, a s  a m e n d e d  (26 U .S .C .  103), o r  sec. 11(b) o f  t h e  
N a t i o n a l  H o u s in g  A c t  o f  1937, a s  a m e n d e d ;  " m u l t i f a m i ly  h o u s in g  
p ro je c t” i n c lu d e s  t h e  a c q u is i t io n ,  c o n s t ru c t io n ,  o r  r e h a b i l i t a t i o n  of  
l a n d ,  b u i ld in g s ,  a n d  im p r o v e m e n t s  for r e n t a l  d w e l l in g s ,  a c c o m m o d a ­
t io n s ,  a n d  o t h e r  fac i l i t i e s  t h a t  m a y  be in c id e n t a l  o r  a p p u r t e n a n t  to  
r e n t a l  d w e l l i n g  a c c o m m o d a t io n s .  (§ 69 ch 113 S L A  1982; a m  §§ 2 2  —  
2 6  ch  102 S L A  1983)

E d i t o r ’s  n o te s .  —  T h is  sec tio n  is  se t  
o u t  to  r e fle c t th e  c h a n g e  in  th e  n a m e  of 
th e  fo rm e r  ’’A la s k a  S ta te  H o u s in g  A u ­
th o r i ty ” to  th e  " A la sk a  S ta te  B u ild in g  A u ­

th o r ity ” m ad e  by  § 1, ch. 103, SLA  1936. 
im p le m e n ta t io n  o f  th is  le g is la t iv e  a c tio n  
is  m ad e  by th e  re v is o r  o f  s t a tu te s  u n d e r  
AS 01 .05 .031 .

Part 9. M iscellaneous Provisions.
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lo a n s  s e c u r i t y  f u n d  to  t h e  e n t e r p r i s e  d e v e lo p m e n t  f u n d  o f  t h e  a u t h o r ­
i ty ,  o r  i f  t h e  b a l a n c e  in  t h '  m u l t i f a m i l y  h o u s in g  lo a n s  s e c u r i t y  f u n d  is 
less  t h a n  t h e  a m o u n t  o f  t h e  u n p a i d  b a l a n c e ,  a c c r u e d  in t e r e s t ,  a n d  co s ts  
a t t r i b u t a b l e  to  t h e  lo a n ,  t h e  r e m a i n i n g  b a l a n c e  o f  t h e  m u l t i f a m i l y  
h o u s in g  lo a n s  s e c u r i t y  f u n d  s h a l l  b e  p a id  to  t h e  e n t e r p r i s e  d e v e lo p m e n t  
f u n d  o f  t h e  a u t h o r i t y .  T h e  a u t h o r i t y  s h a l l  c o n s id e r  a  lo a n  fu l ly  d i s ­
c h a r g e d  fo r  p u r p o s e s  o f  (j) o f  th i s  s e c t io n  u p o n  p a y m e n t  f ro m  t h e  
m u l t i f a m i l y  h o u s i n g  lo a n s  s e c u r i t y  f u n d  to  t h e  e n t e r p r i s e  d e v e lo p m e n t  
f u n d  u n d e r  th i s  s u b s e c t io n .

(j) N o t  l a t e r  t h a n  60  d a y s  a f t e r  a l l  m u l t i f a m i l y  h o u s in g  lo a n s  t h a t  
h a v e  b e e n  m a d e  f ro m  t h e  m u l t i f a m i l y  h o u s in g  lo a n  a c c o u n t  o f  t h e  
e n t e r p r i s e  d e v e lo p m e n t  f u n d  o f  t h e  a u t h o r i t y  h a v e  b e e n  d i s c h a r g e d ,  o r  
c o n s id e re d  to  b e  d i s c h a r g e d  u n d e r  (i) o f  t h i s  se c t io n ,  a n y  b a l a n c e  
r e m a i n i n g  in  t h e  m u l t i f a m i l y  h o u s i n g  lo a n s  s e c u r i t y  f u n d  s h a l l  be  
t r a n s f e r r e d  by t h e  a u t h o r i t y  to  t h e  s t a t e  g e n e r a l  fu n d .

(k) I n  t h i s  s e c t io n ,  \
(1) " a u t h o r i t y ” m e a n s  t h e  A l a s k a  I n d u s t r i a l  D e v e lo p m e n t  A u t h o r ­

ity ;  \
(2) " m u l t i f a m i l y  h o u s in g  p ro je c t” m e a n s  a  spec if ic  b u i ld in g ,  s t r u c ­

tu r e ,  w o rk ,  o r  i m p r o v e m e n t  o f  f ive  o r  m o r e  le v e l l in g  u n i t s ,  o r  a  g r o u p  
o f  th e s e  b u i ld i n g s ,  s t r u c t u r e s ,  w o rk s ,  o r  im p r o v e m e n t s ,  t h e  p r i m a r y  
p u rp o s e  o f  w h ic h  is  to  p r o v id e  r e n t a l  d w e l l i n g  a c c o m m o d a t io n s  a n d  
w h ic h  q u a l i f i e s  fo r  t a x - e x e m p t  f i n a n c in g  u n d e r  sec. 103 o f  t h e  I n t e r n a l  
R e v e n u e  C o d e  o f  1 954 ,  a s  a m e n d e d  (26 U .S .C .  103), o r  sec. 11(b) o f  t h e  
N a t i o n a l  H o u s i n g  A c t  o f  1937 , a s  a m e n d e d ;  " m u l t i f a m i ly  h o u s in g  
p ro jec t” i n c lu d e s  t h e  a c q u i s i t io n ,  . c o n s t ru c t io n ,  o r  r e h a b i l i t a t i o n  of  
l a n d ,  b u i ld i n g s ,  a n d  im p r o v e m e n t s  for  r e n t a l  d w e l l in g s ,  
a c c o m m o d a t io n s ,  a n d  o t h e r  f a c i l i t i e s  t h a t  m a y  be i n c id e n ta l  o r  a p p u r ­
t e n a n t  to  r e n t a l  d w e l l i n g  a c c o m m o d a t io n s .  (§ 69  ch  113 S L A ^ 9 8 2 ;  a m  
S§ 22-26  c h  102 S L A  1983) /  - \

E d i t o r ’s  n o te s .  —  T h is  se c tio n  is co n d i­
tio n a lly  re p e a le d  bv §§ 73 a n d  75, ch. 113,
SL A  1982.

S e c .  4 4 .8 8 .1 5 7 .  L o a n  i n s u r a n c e  a n d  l o a n  i n s u r a n c e  a c c o u n t .
(a) T h e  p u r p o s e  o f  t h e  lo a n  in s u r a n c e  a c c o u n t  is  to p r o v id e  i n s u r a n c e  
o f  m o r t g a g e  lo a n s  a n d  o t h e r  l o a n s  m a d e  o r  p u r c h a s e d  by  t h e  a u t h o r i t y ,  
o r  m a d e  b y  o t h e r s  a n d  a p p r o v e d  for i n s u r a n c e  by t h e  a u t h o r i t y ,  for a  
project.  T h e  a u t h o r i t y  m a y  e n t e r  in to  a g r e e m e n t s  a s  to  t h e  u se  of  
m o n e y  in  t h e  lo a n  in s u r a n c e  a c c o u n t  a n d  m a y  p le d g e ,  a s s ig n ,  o r  g r a n t  
in t e r e s t s  in  th e  lo a n  i n s u r a n c e  a c c o u n t  a s  p ro v id e d  in  th i s  se c t io n .  T h e  
a u t h o r i t y  m a y  a d o p t  r e g u l a t i o n s  a n d  e n t e r  in to  a g r e e m e n t s  w i t h  
r e sp e c t  to  t h e  e x e r c i s e  o f  a n y  p o w e r  o r  a p p r o v a l  r e l a t i n g  to  t h e  lo a n  
i n s u r a n c e  a c c o u n t  u n d e r  t h i s  se c t io n ,  in c lu d in g ,  w i t h o u t  l im i t a t i o n ,  
a g r e e m e n t s  a s  to  t h e  u s e  o f  m o n e y  in  th e  lo a n  i n s u r a n c e  a c c o u n t ,  
a g r e e m e n t s  w i th  r e s p e c t  to t h e  t e r m s  a n d  c o n d i t io n s  u p o n  w h ic h

p a y m e n ts  fro 
to a  loan in 
su b a cc o u n ts  : 
lo a n s  or  as  ti 
a g r e e m e n ts  r 
th e  au thori t}  
a g re e m e n t ,  oi 
m a y  b e  pled) 
h o ld e rs  of bo

(b) T h e  au 
bo rrow er ,  in 
r e p a y m e n ts  i 
l e n d e r  with  
a u t h o r i t y  p n  
—  44.88 .220

(1) sh a l l  b 
a u t h o r i t y  as

(2) m a v  n< 
of t h e  projei 
w h ic h e v e r  is

(3) m a y  n 
a u t h o r i t y ’s i 
of is su a n c e  <

(4) sh a l l  i 
t h e  a u th o r i t

(5) sh a l l  I 
an c e ,  rep a i r  
re se rv e s ,  de 
r i ty ,  addilio- 
i ty  prescribi

(c) In  adi 
lo a n s ,  th e  . 
in s u r e d  und 
a l o a n i n s u r  
a n c e  p rem ie  
in su red .  Lo 
m i u m s s h a l  
t r u s te e ,  or ;

(d) If. a t  
th e  loan ii 
recovers  an  
th e  loan ir 
recovered  ii 
s t a t e  for ap 
r e p a y  th e  1

§ 44.88 .157
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p a y m e n t s  f rom  t h e  lo a n  in s u r a n c e  a c c o u n t  w ill  b e  m a d e  w i th  r e sp e c t  
to  a  lo a n  in s u r e d  u n d e r  t h i s  se c t io n ,  a g r e e m e n t s  a s  to  s e p a r a t e  
s u b a c c o u n ts  in  th e  lo a n  in s u r a n c e  a c c o u n t  for d i f f e r e n t  c a te g o r ie s  o f  
lo a n s  o r  a s  to  lo a n s  m a d e  by  th e  a u t h o r i t y  o r  a n y  o t h e r  p e rso n ,  an d  
a g r e e m e n t s  r e g a r d i n g  th e  p a y m e n t  o f  a n d  s e c u r i t y  for  b o n d s  i s s u e d  by 
th e  a u t h o r i t y .  A n  a g r e e m e n t ,  th e  r i g h t s  o f  t h e  a u t h o r i t y  u n d e r  a n  
a g r e e m e n t ,  o r  p a y m e n t s  r e c e iv e d  o r  to  be  r e c e iv e d  u n d e r  a n  a g r e e m e n t  
m a y  be p le d g e d  o r  a s s ig n e d  by  t h e  a u t h o r i t y  fo r  t h e  b e n e f i t  o f  th e  
h o ld e r s  o f  b o n d s  i s s u e d  by t h e  a u t h o r i t y .

(b) T h e  a u t h o r i t y  m a y .  u p o n  a p p l i c a t io n  o f  a  b o r r o w e r  o r  p roposed  
b o r ro w e r ,  i n s u r e  a n d  m a k e  a d v a n c e  c o m m i t m e n t s  to  i n s u r e  loan  
r e p a y m e n t s  r e q u i r e d  u n d e r  t h e  t e r m s  of  a  lo a n  m a d e  by  i t  o r  by a n o t h e r  
l e n d e r  w i th  r e s p e c t  to  a  p ro jec t ,  u p o n  t h e  t e r m s  a n d  c o n d i t io n s  t h e  
a u t h o r i t y  p r e s c r ib e s .  To  be  e l ig ib le  for  i n s u r a n c e  u n d e r  A S  4 4 .8 8 .0 1 0  
—  4 4 .8 8 .2 2 0 ,  a  lo a n  fo r  a  p ro jec t

(1) s h a l l  n j  h e ld  b y  t h e  a u t h o r i t y  o r  b y  a  l e n d e r  a p p r o v e d  by  t h e  
a u t h o r i t y  a s  r e s p o n s ib le  a n d  a b le  to  s e rv ic e  t h e  loan :

(2) m a y  n o t  exceed  8 1 0 .0 0 0 ,0 0 0  for  a  p ro jec t ,  o r  90  p e r c e n t  o f  t h e  cos t 
o f  th e  p ro jec t  o r  9 0  p e r c e n t  o f  t h e  a p p r a i s e d  v a l u e  o f  th e  projec t,  
w h ic h e v e r  is  >?ss;

(3) m a y  n o t  be m a d e  for  a  t e r m  lo n g e r  t h a n  t h r e e - q u a r t e r s  o f  th e  
a u t h o r i t y  s e s t i m a t e  o f  th e  life o f  t h e  p ro jec t  o r  25  y e a r s  f rom  t h e  d a t e  
o f  i s s u a n c e  o f  th e  i n s u r a n c e ,  w h ic h e v e r  is  e a r l i e r :

(4) s h a l l  c o n t a in  c o m p le te  a m o r t i z a t i o n  p r o v is io n s  s a t i s f a c to r y  to 
t h e  a u t h o r i t y  r e q u i r i n g  p e r io d ic  p a y m e n t s  by  t h e  b o r ro w e r ;  a n d

(5) s h a l l  b e  in  t h e  form  a n d  c o n ta in  t h e  t e r m s  w i th  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  o f  t a x e s  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 rv e s ,  d e l in 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 ie s ,  a c c e le ra t io n  o f  m a t u ­
r i ty ,  a d d i t io n a l  a n d  s e c o n d a ry  l ie n s ,  a n d  o t h e r  m a t t e r s  t h a t  t h e  a u t h o r ­
i ty  p re s c r ib e s .

(c) In  a d d i t io n  to  o t h e r  fees w h ic h  t h e  a u t h o r i t y  m a y  c h a r g e  on  
lo a n s ,  t h e  a u t h o r i t y  m a y  co l lec t  o r  c a u s e  to  be  co l lec ted  on  lo a n s  
in s u r e d  u n d e r  t h i s  se c t io n ,  e i t h e r  a  lo a n  in s u r a n c e  c o m m i t m e n t  fee or  
a  lo a n  i n s u r a n c e  p r e m i u m  o r  b o th .  L o a n  i n s u r a n c e  fees a n d  lo a n  i n s u r ­
a n c e  p r e m i u m s  a r e  n o t  r e q u i r e d  to  be u n ’fo rm  a m o n g  t h e  v a r io u s  lo a n s  
in s u r e d .  L o a n  i n s u r a n c e  c o m m i t m e n t  fees  a n d  lo a n  in s u r a n c e  p r e ­
m iu m s  s h a l l  be d e p o s i te d  in  th e  i n s u r a n c e  a c c o u n t  by t h e  lo a n  s e rv ic e r ,  
t r u s te e ,  o r  a g e n t  d e s i g n a t e d  by  t h e  a u t h o r i t y  to  r e c e iv e  th e m .

(d) If, a t  a n y  t i m e  a f t e r  r e c e ip t  by  t h e  a u t h o r i t y  o f  a  p a y m e n t  f rom  
t h e  lo a n  i n s u r a n c e  a c c o u n t  w i th  r e s p e c t  to  a  lo a n ,  th e  a u t h o r i t y  
rec o v e rs  a n  a m o u n t  on t h e  lo a n  o r  p o r t io n  o f  i t  f rom  a  s o u r c e  o t h e r  t h a n  
t h e  loan  i n s u r a n c e  a c c o u n t ,  t h e  a u t h o r i t y  s h a l l  a p p ly  t h e  a m o u n t  
r e c o v e re d  in  th e  fo l lo w in g  o rd er :  f i rs t ,  to  r e p a y  th e  g e n e r a l  f u n d  of  t h e  
s t a t e  for a p p r o p r i a t i o n s  m a d e  u n d e r  (g) o f  t h i s  se c t io n ,  a n d  second ,  to  
r e p a y  t h e  loan  i n s u r a n c e  a c c o u n t .
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(e) L o a n s  m a y  be in s u r e d  o n ly  w h e n  th e  a m o u n t  e i t h e r  in  th e  loan  
i n s u r a n c e  a c c o u n t  i n s u r i n g  t h e  lo a n s  o r  a  s u b a c c o u n t  in  t h e  lo a n  i n s u r ­
a n c e  a c c o u n t  i n s u r i n g  t h e  lo a n s ,  a s  a  p e r c e n t a g e  o f  t h e  s u m  o f  t h e  lo a n s  
to  be  i n s u r e d  a n d  a l l  u n p a i d  p r in c ip a l  on  lo a n s  in s u r e d  b y  th e  lo a n  
i n s u r a n c e  a c c o u n t  o r  t h e  s u b a c c o u n t ,  e q u a l s  o r  e x c e e d s  t h e  fu n d  
r e q u i r e m e n t .  T h e  f u n d  r e q u i r e m e n t  is  c a l c u l a t e d  a s  a  p e r c e n ta g e  
w h ic h  t h e  a u t h o r i t y  d e t e r m i n e s  is a c t u a r i a l l y  s o u n d  for o p e r a t io n  o f  
t h e  lo a n  a c c o u n t  o r  a  s u b a c c o u n t .

(fl W h e n  th e  a u t h o r i t y  d e t e r m i n e s  w h a t  is  a c t u a r i a l l y  s o u n d  w i th  
r e s p e c t  to  t h e  o p e r a t io n  o f  t h e  lo a n  i n s u r a n c e  a c c o u n t  o r  a  s u b a c c o u n t  
in  t h e  lo a n  i n s u r a n c e  a c c o u n t ,  i t  s h a l l  c o n s id e r  m e a n s  o f  p r o v id in g  
s u f f i c ie n t  r e v e n u e  fo r  t h e  o p e r a t io n  o f  t h e  a c c o u n t  o r  s u b a c c o u n t ,  
w i th o u t  r e g a r d  to  a m o u n t s  w h ic h  m a y  h a v e  b e e n  o r  m a y ,  a f t e r  t h e  d a t e  
o f  d e t e r m i n a t i o n  o f  a c t u a r i a l  s o u n d n e s s ,  be  a p p r o p r i a t e d  u n d e r  ig) o f  
t h i s  se c t io n .  T h e  a u t h o r i t y  s h a l l  a l s o  c o n s id e r  f a c to rs  in c lu d in g ,  
w i t h o u t  l im i t a t i o n ,  e s t i m a t e s  o f  f u t u r e  d e f a u l t s  a n d  lo sses  o f  lo a n s  
in s u r e d  u n d e r  t h i s  s e c t io n  b a s e d  on  a c t u a l  d e f a u l t  a n d  loss e x p e r ie n c e  
on  th o s e  lo a n s  o r  o n  s i m i l a r  lo a n s  in  t h e  s t a t e  o r  e l s e w h e r e ,  e s t i m a t e s  
o f  r e c o v e r ie s  o l d e f a u l t e d  o r  fo rec lo sed  lo a n s  b a s e d  on  a c tu a l  d e f a u l t  
a n d  fo re c lo su re  e x p e r ie n c e  on  th o s e  l o a n s  o r  s i m i l a r  lo a n s  in  t h e  s t a t e  
o r  e l s e w h e re ,  t h e  t e r m s  a n d  c o n d i t io n s  o f  t h e  lo a n s  i n s u r e d  u n d e r  th i s  
se c t io n ,  e s t i m a t e s  o f  e a r n i n g s  a n d  in c o m e  o f  a m o u n t s  on  d e p o s i t  in  t h e  
lo a n  i n s u r a n c e  a c c o u n t ,  a n d  o t h e r  a p p r o p r i a t e  fac to rs .

(g) O n  D e c e m b e r  1 o f  e a c h  y e a r  t h e  a u t h o r i t y  s h a l l  d e t e r m i n e  t h e  
a m o u n t  on  d e p o s i t  in  t h e  lo a n  i n s u r a n c e  a c c o u n t  a n d  in  e a c h  
s u b a c c o u n t  in  t h e  lo a n  i n s u r a n c e  a c c o u n t .  I f  t h e  a m o u n t  in  t h e  lo a n  
i n s u r a n c e  a c c o u n t  o r  t h e  a m o u n t  in  a  s u b a c c o u n t  in  t h e  lo a n  in s u r a n c e  
a c c o u n t  is  le ss  t h a n  t h e  fu n d  r e q u i r e m e n t  fo r  t h e  a c c o u n t  o r  for th e  
s u b a c c o u n t ,  t h e  a u t h o r i t y  s h a l l  t r a n s f e r  t h e  a m o u n t  n e c e s s a r y  to 
r e s to r e  t h e  lo a n  i n s u r a n c e  a c c o u n t  o r  t h e  s u b a c c o u n t  to  th e  fu n d  
r e q u i r e m e n t .  T h e  t r a n s f e r  s h a l l  be  m a d e  f ro m  a v a i l a b l e  m o n e y  w h ic h  
is n o t  e n c u m b e r e d  o r  r e s t r i c t e d  fo r  o th e r  u se  u n d e r  t h e  t e r m s  of  
c o n t r a c t s  w i th  b o n d h o ld e r s  o r  o th e r s .  I f  s u f f i c ie n t  m o n e y  is  n o t  a v a i l ­
a b l e  for t r a n s f e r ,  t h e  c h a i r m a n  o f  t h e  a u t h o r i t y  s h a l l ,  no l a t e r  t h a n  
J a n u a r y  2 o f  t h e  fo l lo w in g  y e a r ,  c e r t i f y  in  w r i t i n g  to  th e  g o v e r n o r  a n d  
to t h e  l e g i s l a t u r e  t h e  a m o u n t ,  i f  a n y ,  r e q u i r e d  to  r e s to r e  t h e  a c c o u n t  o r  
a  s u b a c c o u n t  to  t h e  f u n d  r e q u i r e m e n t .  T h e  l e g i s l a t u r e  m a y  a p p r o p r i a t e  
t h e  a m o u n t  c e r t i f ie d  a n d  t h e  a u t h o r i t y  s h a l l  d e p o s i t  in  t h e  a c c o u n t  o r  
p r o p e r  s u b a c c o u n t  t h e  a m o u n t s  a p p r o p r i a t e d  by  t h e  l e g i s l a tu r e  for  t h e  
p u r p o s e s  o f  th i s  s u b s e c t io n  d u r i n g  t h e  t h e n  c u r r e n t  s t a t e  f isca l y e a r .  
N o t h i n g  in  th i s  s u b s e c t io n  c r e a t e s  a  d e b t  o r  l i a b i l i ty  o f  t h e  s ta te .

(h) A c o n t r a c t  o f  i n s u r a n c e  e x e c u te d  by  t h e  a u t h o r i t y  u n d e r  t h i s  
s e c t io n  is  c o n c lu s iv e  e v id e n c e  o f  e l ig ib i l i ty  for  t h e  in s u r a n c e .  T h e  
v a l id i ty  o f  a  c o n t r a c t  o f  i n s u r a n c e  e x e c u te d  b y  t h e  a u t h o r i t y  o r  o f  a n  
a d v a n c e  c o m m i t m e n t  to  i n s u r e  is in c o n te s t a b l e  f ro m  t h e  d a t e  o f  th e  
e x e c u t io n  o f  t h e  c o n t r a c t  o r  c o m m i t m e n t ,  e x c e p t  for  f r a u d  or
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m is r e p r e s e n t a t i o n  on t h e  p a r t  o f  t h e  in s u r e d  or ,  a s  to  c o m m i tm e n t s  to 
in s u r e ,  n o n c o m p l ia n c e  w i th  t h e  t e r m s  o f  t h e  a d v a n c e  c o m m i tm e n t  o r  
a u t h o r i t y  r e g u l a t i o n s  in  force  a t  t h e  t im e  o f  i s s u a n c e  o f  t h e  a d v a n c e  
c o m m i tm e n t .

(i) In  t h i s  sec t ion :
(1) " lo a n  i n s u r a n c e  c o m m i t m e n t  f e e ” m e a n s  a  fee w h ic h  is a  

p e r c e n ta g e  o f  t h e  p r in c i p a l  a m o u n t  o f  a  lo a n  to  be  in s u r e d  u n d e r  th i s  
s e c t io n  d e t e r m i n e d  by  t h e  a u t h o r i t y  to  b e  a c t u a r i a l l y  so u n d  for th e  
o p e r a t i o n  o f  t h e  lo a n  i n s u r a n c e  a c c o u n t ;

(2) " lo a n  i n s u r a n c e  p r e m i u m ” m e a n s  a n  a n n u a l  i n s u r a n c e  p r e m i u m  
w h ic h  is a  p e r c e n t a g e  o f  t h e  p o r t io n  o f  t h e  u n p a i d  p r in c ip a l  a m o u n t  o f  
a  lo a n  i n s u r e d  u n d e r  t h i s  s e c t io n  d e t e r m i n e d  by  t h e  a u t h o r i t y  to  be 
a c t u a r i a l l y  s o u n d  fo r  t h e  o p e r a t io n  o f  t h e  loan  in s u r a n c e  a c c o u n t  o r  a n y  
s u b a c c o u n t .

(j) N o t w i t h s t a n d i n g  (a) —  (i) o f  t h i s  se c t io n ,  t h e  a u t h o r i t y  m a y  e s t a b ­
l i s h  a d d i t i o n a l  i n s u r a n c e  a c c o u n t s  to s e c u r e  s p e c ia l  o b l ig a t io n  bonds ,  
a n d  m a y  p a y  in t.)  a n  i n s u r a n c e  a c c o u n t  e s t a b l i s h e d  u n d e r  t h i s  s u b s e c ­
t io n  m o n e y  m a d e  a v a i l a b l e  f ro m  a n  a p p r o p r i a t i o n  o r  a n y  o th e r  so u rce .  
A n  in s u r a n c e  a c c o u n t  e s t a b l i s h e d  u n d e r  t h i s  s u b s e c t i o n  is n o t  s u b je c t  
to  t h e  r e q u i r e m e n t s  o f  (d) a n d  (g) o f  t h i s  se c t io n .

(k)  A  lo a n  m a y  n o t  be  in s u r e d  f rom  a  lo a n  in s u r a n c e  a c c o u n t  w i t h i n  
t h e  e n t e r p r i s e  d e v e lo p m e n t  f u n d  i f  t h e  lo a n  is  for  a  p ro jec t  t h e  cost o f  
w h ic h  ex c e e d s  $ 1 0 ,0 0 0 ,0 0 0 .

(/) A lo a n  in e x c es s  o f  $ 1 ,0 0 0 ,0 0 0  m a y  n o t  be  in s u r e d  f rom  a  lo a n  
i n s u r a n c e  a c c o u n t  w i t h i n  th e  e n t e r p r i s e  d e v e lo p m e n t  fu n d  u n le s s  a t  
l e a s t  20  p e r c e n t  o f  t h e  p r in c ip a l  a m o u n t  o f  t h e  lo a n  is r e t a i n e d  b y  a  
fe d e ra l  o r  s t a t e  c h a r t e r e d  f in a n c ia l  i n s t i t u t i o n  o r  t h e  A la s k a  C o m m e r ­
c ia l  F i s h i n g  a n d  A g r i c u l t u r e  B a n k .  (§ 65  ch  106  S L A  1980; a m  S 39  ch  
115  S L A  1981)

R e v is o r ’s  n o te s .  —  F o rm e rly  A S E f f e c t  o f  a m e n d m e n t s .  —  T h e  1981 
4 4 .6 1 .1 5 7 . R e n u m b e re d  in  1980. _  a m e n d m e n t ad d ed  su b se c tio n s  tjl —  </).

S e c .  4 4 .8 8 .1 5 8 .  S m a l l  e n t e r p r i s e  l o a n  a c c o u n t ,  (a) A  s m a l l  e n t e r ­
p r i s e  l o a n  a c c o u n t  is  e s t a b l i s h e d  in  t h e  e n t e r p r i s e  d e v e lo p m e n t  fund .  
T h e  a c c o u n t  m a y  be c o m p o sed  o f  m o n e y  o r  a s s e t s  a p p r o p r i a t e d  o r  t r a n s ­
f e r r e d  to  t h e  a u t h o r i t y ,  i n t e r e s t  on in v e s t m e n t s  a n d  lo a n s  o f  th e  s m a l l  
e n t e r p r i s e  lo a n  a c c o u n t ,  t h e  u n p le d g e d  in c o m e  o f  t h e  e n t e r p r i s e  
d e v e lo p m e n t  fu n d ,  a n d  o t h e r  m o n e y  o r  a s s e t s  d e p o s i te d  in  i t  by  t h e  
a u t h o r i t y .

(b) T h e  a u t h o r i t y  m a y  u s e  m o n e y  in  t h e  s m a l l  e n t e r p r i s e  lo a n  
a c c o u n t  to  p u r c h a s e  t h e  g u a r a n t e e d  p o r t io n  o f  a  lo a n  m a d e  by  a p r iv a t e  
f in a n c i a l  i n s t i t u t i o n  a f t e r  J u n e  30,  1981, to  a  s m a l l  e n t e r p r i s e  to  p ay  
t h e  c o s t  o f  a  p ro jec t ,  a s  d e f in e d  in  A S  4 4 .8 8 .2 2 0 ,  i f  th e  loan  is g u a r ­
a n t e e d  by  t h e  U n i t e d  S t a t e s  o r  a n  a g e n c y  o r  i n s t r u m e n t a l i t y  o f  th e  
U n i t e d  S t a t e s ,  in c lu d in g ,  b u t  n o t  l im i te d  to, t h e  S m a l l  B u s in e s s  
A d m in i s t r a t i o n ,  t h e  N a t i o n a l  M a r i n e  F i s h e r i e s  S e rv ic e ,  a n d  th e  
F a r m e r s  H o m e  A d m in i s t r a t i o n .
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(c) T h e  a u t h o r i t y  m a y  p u r c h a s e  lo a n s  o r i g i n a t e d  b y  t h e  A la s k a  
R u r a l  R e h a b i l i t a t i o n  C o r p o r a t i o n  w h ic h  a r e  m a d e  to  a g r i c u l t u r a l  e n ­
te rp r i s e s .  L o a n s  p u r c h a s e d  u n d e r  t h i s  s u b s e c t io n  m a y  b e  s e c u r e d  by 
s u b s t i t u t e  c o l l a t e r a l  i f  t h e  a m o u n t  o f  t h e  lo a n  d o es  n o t  ex c ee d  75 
p e r c e n t  o f  t h e  v a l u e  o f  t h e  to t a l  c o l l a t e r a l  for t h e  loan .  L o a n s  m a y  b e  
p u r c h a s e d  u n d e r  t h i s  s u b s e c t io n  o n ly  f ro m  m o n e y  a p p r o p r i a t e d  to  t h e  
s m a l l  e n t e r p r i s e  lo a n  a c c o u n t  for  t h a t  p u rp o se .  (§ 65  ch  106  S L A  1980; 
a m  § 4 0  ch  115  S L A  1981)

R e v is o r 's  n o t e s .  —  F o rm e rly  A S 
4-1.61.158. R e n u m b e re d  in  1980.

E f f e c t  o f  a m e n d m e n t s .  —  T h e  1981 
a m e n d m e n t r e w ro te  th is  se c tio n .

S e c .  4 4 .8 8 .1 5 9 .  I n t e r e s t  r a t e s ,  (a) T h e  i n t e r e s t  r a t e  o n  a  lo a n  
f in a n c e d  f ro m  t h e  p ro c e e d s  o f  t a x - e x e m p t  b o n d s  o r  e x p e c t e d  b y  th e  
a u t h o r i t y  to  be  f in a n c e d  f ro m  t h e  p r o c e e d s  o f  t a x - e x e m p t  b o n d s  is  e q u a l  
to  t h e  c o s t  o f  f u n d s  to  t h e  a u t h o r i t y .  In  t h i s  s u b s e c t io n  "c o s t  o f  fu n d s ” 
m e a n s  t h e  t r u e  i n t e r e s t  c o s t  e x p r e s s e d  a s  a  r a t e  o n  t a x - e x e m p t  b o n d s  
o f  t h e  a u t h o r i t y  p l u s  a n  a d d i t i o n a l  p e r c e n t a g e  a s  d e t e r m i n e d  b y  t h e  
a u t h o r i t y  to  r e p r e s e n t  t h e  a l lo c a b le  e x p e n s e s  o f  o p e r a t io n ,  co s ts  o f  
i s s u a n c e ,  a n d  lo a n  s e rv ic in g .

(b) T h e  i n t e r e s t  r a t e  on  a  lo a n  f in a n c e d  from  t h e  p ro c e e d s  o f  t a x a b le  
b o n d s  o r  e x p e c t e d  b y  t h e  a u t h o r i t y  to  b e  f in a n c e d  f ro m  t h e  p ro c e e d s  o f  
t a x a b le  b o n d s  is  e q u a l  to  t h e  c o s t  o f  fu n d s  to  t h e  a u t h o r i t y .  In  th i s  
s u b s e c t io n  "c o s t  o f  f u n d s ” m e a n s  t h e  t r u e  i n t e r e s t  c o s t  e x p r e s s e d  a s  a  
r a t e  on  t a x a b l e  b o n d s ,  p lu s  a n  a d d i t i o n a l  p e r c e n ta g e  a s  d e t e r m i n e d  by 
th e  a u t h o r i t y  to  r e p r e s e n t  t h e  a l lo c a b le  e x p e n s e s  o f  o p e r a t io n ,  co s ts  o f  
i s s u a n c e ,  a n d  lo a n  s e r v i c in g  cos ts .

(c) T h e  i n t e r e s t  r a t e  on  a  lo a n  p u r c h a s e d  b y  t h e  a u t h o r i t y  w i th  
m o n e y  in  t h e  s m a l l  e n t e r p r i s e  lo a n  a c c o u n t  t h a t  is  n o t  f ro m  t h e  p r o ­
ceeds  o f  t h e  s a l e  o f  a  s e r i e s  o f  b o n d s  is e q u a l  to  t h e  m o s t  r e c e n t  in d e x  
o f  A a  c o r p o r a te  b o n d  y ie ld  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 to r s  
S e rv ice .  (§ 41 ch  115  S L A  1981; a m  § 54  ch  113 S L A  1982)

E f f e c t  o f  a m e n d m e n t s .  —  T h e  1982 
a m e n d m e n t s u b s t i tu te d  "e x p e c te d "  for

"ex ce p te d "  in  th e  f i r s t  s e n te n c e  o f  su b se c ­
tio n  (a).

S e c t io n

A r t i c l e  4 .  G e n e r a l  P r o v i s i o n s .
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S e c .  4 4 .8 8 .1 6 0 .  F i n d i n g s  o f  t h e  a u t h o r i t y .  B e fo re  e n t e r i n g  in to  a  
le a se  o r  o t h e r  a g r e e m e n t  a s  p r o v id e d  in  A S  44 .8 8 .0 9 0 (e )  r e g a r d i n g  a  
p ro jec t  for  w h ic h  b o n d s  a r e  a g r e e d  to  be  i s s u e d  by  t h e  a u t h o r i t y  in  a n  
a m o u n t  in  e x c e s s  o f  8 6 ,0 0 0 ,0 0 0 ,  o r  befo re  a p p r o v in g  i n s u r a n c e  o r  a  
c o m m i tm e n t  to  i n s u r e  a  lo a n  a s  p ro v id e d  in  A S  4 4 .88 .157 (b )  w i th  a  
p r in c ip a l  a m o u n t  i n  e x c e s s  o f  $ 6 ,0 0 0 ,0 0 0 ,  t h e r e  m u s t  h a v e  b e e n  filed 
w i th  th e  a u t h o r i t y  a  c e r t i f ie d  copy o f  a  r e s o lu t io n  o f  t h e  g o v e r n in g  body  
o f  th e  p o l i t ic a l  s u b d iv i s io n  o f  t h e  s t a t e ,  i f  a n y ,  in  w h ic h  th e  p ro jec t  is 
to  be  lo c a te d ,  c o n s e n t i n g  to  t h e  lo c a t io n  (w h ic h  c o n s e n t  n e e d  o n ly  r e f e r  
to  t h e  g e n e r a l  n a t u r e  o f  t h e  p ro je c t  u l t i m a t e l y  to be  a c q u i r e d  a s  s e t  o u t  
in  a  r e q u e s t  o f  t h e  p ro p o s e d  p ro je c t  a p p l ic a n t ) .  B efo re  e n t e r i n g  in to  a  
le a se  o r  o t h e r  a g r e e m e n t  a s  p r o v id e d  in  A S  44 .8 8 .0 9 0 (e )  r e g a r d i n g  a  
p ro jec t ,  t h e  a u t h o r i t y  m u s t  f ind ,  on  t h e  b a s i s  o f  a l l  i n f o r m a t i o n  r e a s o n ­
a b ly  a v a i l a b l e  to  i t ,  t h a t

(1) t h e  p ro je c t  a n d  i t s  d e v e l o p m e n t  u n d e r  t h i s  c h a p t e r  w il l  be  eco­
n o m ic a l ly  a d v a n t a g e o u s  to  t h e  s t a t e  a n d  t h e  g e n e r a l  p u b l ic  w e l f a r e  a n d  
w ill  c o n t r i b u t e  to  t h e  e c o n o m ic  g r o w t h  o f  t h e  s t a te ;

(2) t h e  p ro je c t  a p p l i c a n t  is  f in a n c ia l ly  re sp o n s ib le ;
(3) p ro v is io n  to  m e e t  i n c r e a s e d  d e m a n d  u p o n  p u b l ic  f a c i l i t i e s  t h a t  

m i g h t  r e s u l t  f ro m  t h e  p ro je c t  is r e a s o n a b l y  a s s u re d :
(4) t h e  p ro je c t  w i l l  p r o v id e  o r  r e t a i n  e m p l o y m e n t  r e a s o n a b ly  r e l a t e d  

to  t h e  a m o u n t  o f  t h e  f i n a n c i n g  by  t h e  a u t h o r i t y  c o n s id e r in g  t h e  a m o u n t  
o f  i n v e s t m e n t  p e r  e m p lo y e e  for c o m p a r a b le  f a c i l i t i e s  a n d  o th e r  r e l e v a n t  
fac to rs ;  a n d

(5) t h e  scope  o f  t h e  p ro je c t  is  s u f f i c ie n t  to  p ro v id e  a  r e a s o n a b le  e x p e c ­
t a t i o n  o f  a  b e n e f i t  to  t h e  e c o n o m y  o f  th e  s t a t e .  ($ 1 ch  64  S L A  1967; a m  
§ 66 c h  106  S L A  1980)

R c v is o r 's  n o te s .  —  F o rm e rly  A S 
44.61. ICO. R e n u m b e re d  in  1980.

E f f e c t  o f  a m e n d m e n t s .  — T h e  1980 
a m e n d m e n t d iv id ed  th e  fo rm e r  se c tio n  
in to  tw o  se n te n c e s  by d e le t in g  "a n d " ; in  
th e  p re se n t  f i r s t  se n te n c e , in s e r te d  "a s  p ro ­
v ided  in  A S 4 4 .8 8 .0 9 0 (e)"  n e a r  th e  
b e g in n in g , s u b s t i tu te d  th e  la n g u a g e  
b e g in n in g  "fo r w h ich  b o n d s a r e  a g re e d  to 
be  is su e d "  a n d  e n d in g  "p r in c ip a l  a m o u n t  
in  ex cess o f  $ 6 ,0 0 0 ,0 0 0 ” fo r " a s  m e n tio n e d

in  A S 4 4 .8 8 .0 9 0 le i"  n e a r  th e  m id d le , a n d  
su b s t i tu te d  "a p p lic a n t"  for "o c c u p a n t"  a t  
th e  en d ; an d  in Ih e  second  se n te n c e , a d d ed  
"B efo re  e n te r in g  in to  a  le a se  o r  o th e r  
a g re e m e n t a s  p ro v id ed  in AS 44 .88 .090(c) 
r e g a rd in g  a  p ro jec t"  to th e  b e g in n in g , s u b ­
s t i tu te d  "a p p lic a n t"  for "o c c u p a n t"  in  
p a ra g ra p h  <2». d e le te d  "a n d "  from  th e  en d  
o f p a r a g ra p h  i2 l. an d  ad d ed  p a ra g ra p h s  14) 
a n d  (5).

Unlutes

S e e .  4 4 .8 8 .1 6 5 .  D e l i n q u e n t  l o a n s .  I f  m o r e  t h a n  tw o  p e r c e n t  o f  t h e  
to ta l  o u t s t a n d i n g  b a l a n c e  o f  lo a n s  p u r c h a s e d  from  a  f in a n c ia l  i n s t i t u ­
t io n  u n d e r  t h i s  c h a p t e r  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 re ,  th e  
a u t h o r i t y  s h a l l  d i s c o n t in u e  p u r c h a s i n g  lo a n s  f rom  t h a t  f in a n c ia l  i n s t i ­
t u t i o n  for  w h ic h  i t  h a s  n o t  a l r e a d y  m a d e  a  p u r c h a s e  c o m m i t m e n t  a n d  
m a y  n o t  m a k e  n e w  c o m m i t m e n t s  to  p u r c h a s e  lo a n s  f rom  t h a t  f in a n c ia l  
i n s t i t u t i o n  u n t i l  t h e  d e l in q u e n c y  is r e d u c e d  to  le ss  t h a n  tw o  p e rc e n t .  
(§ 42  ch 115 S L A  1981; a m  § 55 c h  113 S L A  1982)
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E f f e c t  o f  a m e n d m e n t s .  —  T h e  1982 m a y  n o t m a k e  new  c o m m itm e n ts  to  p u r-  
a m e n d m e n t in se r te d  "fo r w h ic h  it h a s  n o t c h a s e  lo a n s  from  th a t  f in a n c ia l in s t i tu -  
a lre n d y  m a d e  a  p u rc h a se  c o m m itm e n t a n d  tio n ."

S e c .  4 4 .8 8 .1 7 0 .  P u r c h a s e  o f  p r o j e c t  a n d  l e a s e s ,  (a)  N o t h i n g  in 
t h i s  c h a p t e r  p r e v e n t s  t h e  in c lu s io n  in  a  le a s e  o r  o t h e r  a g r e e m e n t  
r e l a t i n g  to  a  p ro jec t  o f  a  p ro v is io n  g r a n t i n g  t h e  r i g h t  to  p u r c h a s e  t h e  
p ro jec t ,  o r  to  r e n e w  o r  e x t e n d  t h e  le a s e  o r  a g r e e m e n t ,  u p o n  t h e  t e r m s  
a n d  c o n d i t io n s  w h ic h  m a y  be  p r o v id e d  for in  t h e  le a s e  o r  a g r e e m e n t .

(b) A le a s e  w i t h  r e s p e c t  to  a  p ro je c t  m a y  p r o v id e  for  tw o  o r  m o re  
le s se e s  w i th  t h e  le g a l  r e l a t i o n s h i p  b e t w e e n  th e m s e lv e s  a n d  t h e  a u t h o r ­
i ty  w h ic h  t h e  a u t h o r i t y  m a y  a p p r o v e ,  in c lu d in g  w i th o u t  l im i ta t io n ,  
p r o v is io n s  to  t h e  e ffec t t h a t  t h e  o b l ig a t io n s  o f  t h e  l e s se e s  u n d e r  t h e  
le a s e  for p a y m e n t  o f  r e n t a l  o r  o th e r w i s e  b e t w e e n  th e m s e lv e s  a n d  t h e  
a u t h o r i t y  a r e  s e v e r a l ,  j o i n t ,  o r  j o i n t  a n d  s e v e r a l  a n d  t h a t  t h e  le s see s  
le a se  t h e  p ro jec t  a s  t e n a n t s - in - c o m m o n ,  o r  o th e rw is e .  (§ 1 ch  64  S L A  
1967)

R e v is o r 's  n o te s .  — F o rm e rly  A S 
4 4 .6 1 .1 7 0 . R e n u m b e re d  in  1980.

S e c .  4 4 .8 8 .1 7 2 .  E c o n o m i c  d e v e l o p m e n t  f u n d ,  (a) T h e  econom ic  
d e v e lo p m e n t  f u n d  is e s t a b l i s h e d  in  t h e  a u t h o r i t y .  T h e  fu n d  c o n s is ts  o f  
m o n e y  o r  a s s e t s  a p p r o p r i a t e d ,  lo a n e d ,  o r  t r a n s f e r r e d  to  t h e  a u t h o r i t y ,  
a n d  o t h e r  m o n e y  o r  a s s e t s  d e p o s i te d  in  t h e  f u n d  by  t h e  a u t h o r i t y .  T h e  
fu n d  m a y  o n ly  be  u s e d  to  f in a n c e ,  a c q u i r e ,  m a n a g e ,  a n d  o p e r a te  
p ro je c ts  t h a t  t h e  a u t h o r i t y  i n t e n d s  to  o w n  a n d  o p e r a te .  T h e  t e r m  
" o p e r a t e ” in c lu d e s  o p e r a t io n  d i r e c t ly  b y  t h e  a u t h o r i t y ,  o r  by  a n  a g e n t  
o f  t h e  a u t h o r i t y .

(b) I f  a  p ro jec t  is  f in a n c e d  o r  d e v e lo p e d  th r o u g h  u s e  o f  t h e  a s s e t s  o f  
t h e  ec o n o m ic  d e v e lo p m e n t  fu n d ,  t h e  a u t h o r i t y  m a y  n o t  p le d g e  o r  u s e  
o t h e r  a s s e t s  o f  t h e  a u t h o r i t y  to  a s s i s t  in~ the f in a n c in g ,  d e v e lo p m e n t ,  o r  
o p e r a t io n  o f  t h e  pro jec t .  H o w e v e r ,  w h e t h e r  o r  n o t  t h e  a u t h o r i t y  u s e s  
t h e  ec o n o m ic  d e v e lo p m e n t  fu n d ,  it m a y  i s s u e  b o n d s  to  f in a n c e  a  p ro jec t  
a n d  m a y  s e c u r e  t h e  b o n d s  w i t h  a  m o r tg a g e ,  p le d g e ,  o r  a s s i g n m e n t  o f  
t h e  p ro jec t  o r  o f  r e v e n u e s ,  m o n e y ,  o r  a g r e e m e n t s  a t t r i b u t a b l e  to  th e  
p ro jec t  o r  t h e  b o n d s  a s  p ro v id e d  in  Sec. 10 o f  t h i s  Act.  (§ 8 ch 162 S L A  
1984)

C r o s s  r e f e r e n c e s .  — F o r  r e q u ire m e n t  se c tio n , a n d  fo r ex p ress io n  o f  le g is la tiv e  
o f  le g is la t iv e  ap p ro v a l p r io r  to  th e  issu - in te n t ,s e e S S  lO a n d  1 1 ,eh. 1 6 2 ,SLA  1984 
an c e  o f  b o n d s to  liiu in ce  p ro jec ts  u n d e r  th is  in  th e  T e m p o ra ry  an d  S p ec ia l A cts.

S e e .  4 4 .8 8 .1 7 3 .  F i n a n c e  p l a n ,  (a) B e fo re  a p p r o v in g  a  p ro jec t  
f in a n c e d  u n d e r  A S  4 4 .8 8 .1 7 2 ,  t h e  a u t h o r i t y  s h a l l  p r e p a r e  a  f in a n c e  
p la n .  T h e  f in a n c e  p la n  m u s t  in c lu d e  a n  e s t i m a t e  o f  th e  to ta l  co s t  o f  t h e  
p ro jec t ,  a n d  a d e s c r ip t io n  o f  t h e  s o u r c e s  o f  m o n e y  t h a t  w il l  be  u se d  to
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f in a n c e  th e  to t a l  c o s t  o f  t h e  p ro jec t .  T h e  f in a n c e  p la n  m u s t  a lso  in c lu d e  
a n  e s t i m a t e  o f  t h e  o p e r a t io n a l  c o s ts  o f  t h e  c o m p le te d  p ro jec t ,  a s  w e l l  a s  
a  d e s c r ip t io n  o f  t h e  s o u rc e  o f  t h e  m o n e y  t h a t  is  to  be u s e d  to  p a y  t h e  
o p e r a t io n a l  costs .

(b) T h e  a u t h o r i t y  s h a l l  g iv e  p r e f e r e n c e  to  a  p ro jec t  t h a t  d o es  n o t  
r e q u i r e  f in a n c ia l  a s s i s t a n c e  f ro m  t h e  s t a t e .  I f  t h e  a u t h o r i t y  d e t e r m i n e s  
t h a t  a  p ro je c t  r e q u i r e s  s t a t e  f i n a n c ia l  a s s i s t a n c e ,  a n d  i f  t h e  a u t h o r i t y  
f u r t h e r  d e t e r m i n e s  t h a t  i t  is d e s i r a b l e  to  f in a n c e  t h e  p ro jec t ,  t h e  
a u t h o r i t y  s h a l l  r e c o m m e n d  a  m e th o d  o f  f i n a n c in g  t h a t  m in im iz e s  c o s t  
to  t h e  s t a t e .  A  f in a n c e  p l a n  r e q u i r e d  u n d e r  (a) o f  t h i s  s e c t io n  m u s t  
id e n t i fy  t h e  m e th o d  o f  f i n a n c in g  t h a t  m in i m iz e s  t h e  cos t  to  t h e  s t a t e .

(c) T h e  a u t h o r i t y  s h a l l  s u b m i t  a  f in a n c e  p l a n  p r e p a r e d  u n d e r  t h i s  
s e c t io n  to  t h e  s t a t e  bo n d  c o m m i t t e e ,  t h e  g o v e rn o r ,  a n d  th e  l e g i s l a t u r e  
be fo re  i s s u in g  b o n d s  o r  o t h e r w i s e  i n c u r r i n g  d e b t  for t h e  p ro jec t .  I f  a 
p ro jec t  r e q u i r e s  f in a n c ia l  a s s i s t a n c e  f rom  t h e  s t a t e ,  t h e  s t a t e  f in a n c ia l  
a s s i s t a n c e  m u s t  b e  a v a i l a b l e  b e fo re  b o n d s  a r e  i s s u e d  for t h e  p ro jec t .  
(§ 8  ch 162 S L A  1984)

S e c .  4 4 .8 8 .1 7 4 .  R e g i o n a l  r e s o u r c e  a d v i s o r y  c o u n c i l ,  (a) W i th in  
30  d a y s  a f t e r  t h e  a u t h o r i t y  a d o p t s  a  r e s o lu t io n  c e r t i fy in g  t h a t  a  p ro je c t  
in  t h e  u n o r g a n iz e d  b o r o u g h  is  e l ig ib le  for  f in a n c in g  u n d e r  A S
4 4 .8 8 .172 ,  t h e  g o v e r n o r  s h a l l  a p p o i n t  a  R e g io n a l  R e so u rc e  A d v iso ry  
C o u n c i l  in  t h e  a r e a  o f  t h e  s t a t e  w h e r e  t h e  p ro jec t  is to  be lo c a te d  a n d  
for w h ic h  a  r e g io n a l  h o u s in g  a u t h o r i t y  h a s  b e e n  e s ta b l i s h e d  u n d e r  A S  
18 .55 .996 . T h e  p u r p o s e  o f  a  co u n c i l  is  to  a s s i s t  t h e  a u t h o r i t y  in  
r e v ie w in g  a  p ro jec t  t h a t  h a s  b e e n  p ro p o se d  for d e v e lo p m e n t  in  i t s  a r e a  
o f  t h e  s ta te .

(b) A  R e g io n a l  R e so u rc e  A d v is o r y  C o u n c i l  c o n s is ts  o f  f ive m e m b e r s  
r e g i s t e r e d  to  v o te  in  t h e  r e g io n .  T h e  g o v e r n o r  s h a l l  a p p o i n t  t h e  m e m ­
b e r s  to  r e f le c t  t h e  ec o n o m ic  a n d  g e o g r a p h ic  d iv e r s i ty  o f  t h e  reg io n .  
C o u n c il  m e m b e r s  s e r v e  t h r e e - y e a r  t e r m s  a t  t h e  p le a s u r e  o f  t h e  g o v e r ­
nor ,  e x c e p t  t h a t  t h e  i n i t i a l  m e m b e r s  m a y  be a p p o in te d  for le ss  t h a n  
t h r e e  y e a r s  so t h a t  t h e  t e r m  o f  a t  l e a s t  o n e  o f  t h e  m e m b e r s  e x p i re s  e a c h  
y e a r .  T h e  g o v e r n o r  s h a l l  a p p o i n t  a  c h a i r p e r s o n  w ho  s h a l l  ca ll  m e e t i n g s  
a s  r e q u i r e d  a n d  p r e s id e  o v e r  t h e  d e l ib e r a t i o n s  o f  t h e  counc il .  A m a j o r ­
i ty  o f  t h e  c o u n c i l  c o n s t i t u t e s  a  q u o r u m  for c o n d u c t in g  th e  b u s in e s s  of  
t h e  council .

(c) M e m b e r s  o f  a  R e g io n a l  R e s o u r c e  A d v is o r y  C ounc il  do  n o t  re c e iv e  
c o m p e n s a t io n  fo r  t h e i r  s e rv ic e s  o n  t h e  co u n c i l ,  b u t  a r e  e n t i t l e d  to  p e r  
d ie m  a n d  t r a v e l  e x p e n s e s  a u t h o r i z e d  by la w  for s t a t e  b o a r d s  a n d  
c o m m iss io n s  u n d e r  A S  3 9 .2 0 ,1 8 0 .  (§ 8  ch  162 S L A  1984)

S e c .  4 4 .8 8 .1 7 5 .  R e q u i r e m e n t s  p r i o r  t o  a p p r o v a l  o f  p r o j e c t s ,  (a)
B efore  e n t e r i n g  in to  a n  a g r e e m e n t  to f in a n c e  o r  to dev e lo p  a  p ro p o sed  
p ro jec t  w i th  a  c o s t  in  e x c e s s  o f  3 1 0 ,0 0 0 ,0 0 0  t h a t  is f in a n c e d  u n d e r  A S
4 4 .8 8 .172 ,  t h e  a u t h o r i t y  s h a l l  o b t a in  t h e  a p p r o v a l  o f  e a c h  R e g io n a l  
R e so u rce  A d v is o ry  C o u n c i l  o r  m u n i c i p a l i t y  in  t h e  a r e a  in  w h ic h  t h e
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p ro p o se d  p ro jec t  is to  b e  loca ted .  A p p ro v a l  u n d e r  t h i s  s u b s e c t io n  m u s t  
be  e v id e n c e d  b y  a  c e r t i f ie d  copy  o f  a  r e s o lu t io n  o f  t h e  counc i l  o r  o f  th e  
g o v e r n in g  body  o f  t h e  m u n ic ip a l i ty .

(b) B e fo re  a p p r o v in g  a  p ro je c t  f in a n c e d  u n d e r  A S  4 4 .8 8 .1 7 2  for 
w h ic h  b o n d s  m u s t  b e  i s s u e d ,  t h e  a u t h o r i t y  s h a l l

(1) o b t a in  a p p r o v a l  u n d e r  (a) o f  t h i s  se c t io n ;
(2) f ind ,  on  t h e  b a s i s  o f  a l l  i n f o r m a t i o n  r e a s o n a b ly  a v a i l a b l e  to  it, 

t h a t
(A) t h e  p ro je c t  a n d  i t s  d e v e lo p m e n t  u n d e r  t h i s  c h a p t e r  w il l  b e  eco­

n o m ic a l ly  a d v a n t a g e o u s  to  t h e  s t a t e  a n d  to  t h e  g e n e r a l  p u b l ic  w e l f a re  
a n d  w ill  c o n t r i b u t e  to  t h e  ec o n o m ic  g r o w t h  o f  t h e  s t a t e ;

(B) t h e  p ro je c t  a p p l i c a n t  is  f in a n c i a l l y  r e s p o n s ib le ;
(C) t h e  p ro jec t  is  e c o n o m ic a l ly  a n d  f in a n c ia l ly  fe a s ib le  a n d  a b l e  to 

p r o d u c e  r e v e n u e  a d e q u a t e  to  r e p a y  t h e  b o n d s  o r  lo a n s  w i t h  w h ic h  i t  is 
f in a n c e d ;

(D) i n c r e a s e d  d e m a n d  on  p u b l ic  f a c i l i t i e s  t h a t  m i g h t  r e s u l t  f ro m  th e  
p ro jec t  w il l  b e  p ro v id e d  for;

fE) t h e  p ro jec t  w il l  p ro v id e  o r  r e t a i n  e m p l o y m e n t  r e a s o n a b ly  r e l a t e d  
to  th e  a m o u n t  o f  t h e  f in a n c in g  b y  th e  a u t h o r i t y ,  c o n s id e r in g  th e  
a m o u n t  o f  i n v e s t m e n t  p e r  e m p lo y e e  for  c o m p a r a b le  fa c i l i t i e s ,  a n d  o th e r  
r e l e v a n t  fac to rs ;

(F) t h e  scope  o f  t h e  p ro jec t  is  s u f f i c ie n t  to  p ro v id e  a  r e a s o n a b le  e x p e c ­
t a t i o n  o f  a  b e n e f i t  to  t h e  ec o n o m y  o f  t h e  s t a t e ;

(G) t h e  p ro jec t  is in  c o m p l ia n c e  w i t h  a p p l i c a b le  law ; a n d
(H) i s s u a n c e  o f  t h e  b o n d s  is  n o t  e x p e c t e d  to  a d v e r s e ly  a f fec t  th e  

a b i l i ty  o f  t h e  s t a t e  o r  a n y  p o l i t ic a l  s u b d iv i s io n  o f  t h e  s t a t e  to  m a r k e t  
o t h e r  bo n d s .  (S 8  ch  162  S L A  1984)

S e c .  4 4 .8 8 .1 7 6 ,  H e a r i n g  to  c o n s i d e r  p r o p o s e d  p r o j e c t .  B efo re  
c o n s id e r in g  a  r e s o lu t io n  r e g a r d i n g  t h e  a p p r o v a l  o r  r e je c t io n  o f  th e  
d e v e lo p m e n t  o r  f in a n c in g  o f  a  p ro p o sed  p r o je c t  w i t h  a  cos t  in  e x c es s  of 
$ 1 0 ,0 0 0 ,0 0 0 ,  t h a t  is f in a n c e d  u n d e r  A S  4 4 .8 8 .1 7 2 ,  a  R e g io n a l  R e so u rce  
A d v is o r y  C o u n c i l  s h a l l  c o n d u c t  a  p u b l ic  h e a r i n g  w i t h i n  t h e  reg io n .  If  
a  p ro p o sed  p ro jec t  is lo c a te d  w i t h i n  a  m u n ic ip a l i t y ,  t h e  g o v e r n in g  body  
o f  a  m u n i c i p a l i t y  s h a l l  c o n d u c t  a  h e a r i n g  on  t h e  p ro p o sed  p ro jec t .  (§ 8 
ch  162 S L A  1984)

S e c .  4 4 .8 8 .1 7 7 .  O p e r a t i o n  o f  p r o j e c t s .  I f  a  p ro jec t  is f in a n c e d  
u n d e r  A S  4 4 .8 8 .1 7 2 ,  t h e  a u t h o r i t y  s h a l l  s o l ic i t  t h e  r e v ie w  a n d  a d v ice  
o f  t h e  R e g io n a l  R e s o u rc e  A d v is o r y  C o u n c i l  o r  g o v e r n in g  body in  th e  
a r e a  in  w h ic h  a  p ro jec t  is lo c a te d  b e fo re  t h e  e x e c u t io n  o f  c o n t r a c t s ,  
a g r e e m e n t s ,  r e s o lu t io n s ,  o r  o t h e r  m a t t e r s  t h a t  d i r e c t ly  co n c e rn  th e  
d e v e lo p m e n t ,  m a i n t e n a n c e ,  a n d  o p e r a t io n  o f  a  p ro jec t .  (§ 8 ch  162 S L A  
1984)

S e c .  4 4 .8 8 .1 8 0 .  C o n f l i c t s  o f  i n t e r e s t ,  (a) A  m e m b e r  o f  t h e  a u t h o r ­
i ty  m a y  n o t  v o te  o n  a  r e s o lu t io n  o f  t h e  a u t h o r i t y  r e l a t i n g  to  a  le a se  o r  
c o n t r a c t  to  be e n t e r e d  in to  by  t h e  a u t h o r i t y  u n d e r  t h i s  c h a p t e r  i f  th e
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m e m b e r  is  a  p a r t y  to  t h e  l e a s e  o r  c o n t r a c t  o r  h a s  a  d i r e c t  o w n e r s h ip  o r  
e q u i ty  i n t e r e s t  in  a  f i rm ,  p a r t n e r s h i p ,  c o r p o r a t io n  or  a s so c ia t io n  t h a t  
m a y  be  a  p a r t y  to  t h e  c o n t r a c t  o r  le a se .  A r e s o lu t io n  o f  th e  a u t h o r i t y  
t h a t  is  a p p r o v e d  by  a  m a jo r i t y  o f  t h e  m e m b e r s  w h o  a r e  n o t  b a r r e d  from 
v o t in g  u n d e r  t h i s  s u b s e c t i o n  is  a  v a l id  a c t io n  o f  t h e  a u t h o r i t y  for al l  
p u rp o se s .  (§ 1 ch  64  S L A  1967; a m  § -56 ch  113  S L A  1982)
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R e v is o r ’s  n o te s .  —  F o rm e rly  A S 
44 .61 .180 . R e n u m b e re d  in  1980.

E f f e c t  o f  a m e n d m e n t s .  —  T h e  1982 
a m e n d m e n t, in  su b se c tio n  (a), s u b s t i tu te d  
”A m e m b e r  o f  th e  a u th o r i ty  m a y  n o t"  fo r 
"N o m e m b e r  o f th e  a u th o r i ty  m a y ,"  " th e  
m e m b e r"  for "h e ,"  a n d  " th a t  m ay  be" for 
"w h ich  m ay  b e ” in th e  f i r s t  se n te n c e , 
re w ro te  th e  second  s e n te n c e , w h ich  
fo rm erly  re a d , " I f  a  p e rso n  m a y  n o t v o te  
b e c a u se  o f th is  p ro h ib itio n , fo r a l l  p u rp o se s  
r e g a rd in g  a c tio n  o f th e  a u th o r i ty  r e la t in g

to a d o p tio n  o f  th e  re so lu tio n , th e  position  
o f  th e  p e rso n s  a s  a  m e m b e r  sh a ll  be t r a n s ­
fe rre d  to  th e  f i r s ' one o f  th e  fo llow ing s ta le  
o fficers w ho  is n o t th e n  a c tin g  a s  a  m em b er 
a n d  w ou ld  n o t be  p ro h ib ite d  from  v o tin g  on 
th e  r e so lu tio n  b e cau se  o f  th e  sa m e  p ro h ib i­
tion . co m m iss io n e r o f  a d m in is tra t io n , 
a t to  -ney g e n e ra l ,  co m m iss io n e r o f  re v e ­
n u e , co m m iss io n e r  o f  h e a l th  an d  w elfa re , 
co m m iss io n e r  o f  lab o r, co m m iss io n er o f 
p u b lic  w o rk s , co m m iss io n e r o f  pub lic  
sa fe ty ."

S e c .  4 4 .8 8 .1 9 0 .  O p e r a t i o n  o f  c e r t a i n  s t a t u t e s  e x c e p t e d ,  (a) T h e  
a u t h o r i t y  s h a l l  n o t  b e  c o n s id e r e d  o r  c o n s t i t u t e  (1) a  p o l i t ica l  s u b d i ­
v is io n  o f  t h e  s t a t e  a s  t h e  t e r m  is  u s e d  in  A S  37 .1 0 .0 8 5 ,  (2) a  m u n ic ip a l  
c o r p o r a t io n  o r  p o l i t ic a l  s u b d iv i s io n  o f  t h e  s t a t e  a s  t h e  t e r m s  a r e  u sed  
in  A S  29, o r  (3) e x c e p t  a s  p ro v id e d  in  A S  4 4 .8 8 .2 0 5 ,  a  s t a t e  a g e n c y  a s  
t h e  t e r m  is  u se d  in  A S  37 ,  b u t  fo r  a l l  o t h e r  p u r p o s e s  t h e  a u t h o r i t y  
co .- .s ti tu tes  a  p o l i t ica l  s u b d iv i s io n  a n d  a n  i n s t r u m e n t a l i t y  o f  t h e  s t a t e  
a s  p ro v id e d  in  t h i s  c h a p te r .

(b) T h e  fu n d s ,  in c o m e  o r  r e c e ip t s  o f  t h e  a u t h o r i t y  s h a l l  n o t  be  con ­
s id e re d  o r  c o n s t i t u t e  m o n e y  o f  t h e  s t a t e ,  n o r  s h a l l  r e a l  p r o p e r ty  in 
w h ic h  t h e  a u t h o r i t y  h a s  a n  i n t e r e s t  be  c o n s id e r e d  l a n d  ow n ed  in  fee by 
t h e  s t a t e  o r  to  w h ic h  t h e  s t a t e  m a y  b ec o m e  e n t i t l e d  or  in  a n y  w a y  la n d s  
b e lo n g in g  to  t h e  s t a t e ,  o r  s t a t e  l a n d s  r e f e r r e d  to  in  A r t .  V II I  o f  th e  
A la s k a  C o n s t i t u t i o n .  (§ -1 ch  6 4  S L A  1967; a m  § 67 ch 106 S L A  1980)

R e v is o r ’s  n o te s .  —  F o rm e rly  A S 
4 4 .61 .190 . R e n u m b e re d  in  19S0.

E f f e c t  o f  a m e n d m e n t s .  —  T h e  1980

a m e n d m e n t in se r te d  "excep t a s  prov ided  
in A S  4 4 .8 8 .2 0 5 "  p reced in g  " a  s ta te  
ag e n c y "  n e n r  th e  m id d le  o f  su b sec tio n  la).

S e c .  4 4 .8 8 .2 0 0 .  A n n u a l  a u d i t .  T h e  a u t h o r i t y  s h a l l  h a v e  i ts  
f in a n c ia l  r e c o rd s  a u d i t e d  a n n u a l l y  by  t h e  le g i s l a t iv e  a u d i to r  o r  by a 
c e r t i f ie d  p u b l ic  a c c o u n t a n t  a p p r o v e d  by  t h e  le g i s l a t iv e  a u d i to r .  T h e  
le g i s l a t iv e  a u d i t o r  m a y  p r e s c r ib e  t h e  fo rm  a n d  c o n t e n t  o f  t h e  f in a n c ia l  
r e c o rd s  o f  t h e  a u t h o r i t y  a n d  s h a l l  h a v e  a c c e ss  to  th e s e  reco rds  a t  a n y  
t im e .  (§ 1 ch  64 S L A  1967)

R c v is o r 's  n o te s .  —  F o rm e rly  A S 
-14.61.200. R e n u m b e re d  in  1980

♦;> 365
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S e c .  4 4 .8 8 .2 0 5 .  O p e r a t i n g  b u d g e t .  F o r  fisca l y e a r s  b e g i n n in g  
a f t e r  J u n e  30, 1981, t h e  o p e r a t i n g  b u d g e t  o f  t h e  a u t h o r i t y  is  s u b je c t  to 
t h e  E x e c u t iv e  B u d g e t  A c t  (A S  37 .07).  (§ 68  ch  106  S L A  1980)

R e v is o r ’s  n o te s .  —  F o rm e rly  A S 
4 4 .61 .2 0 5 . R e n u m b e re d  in  1980.

S e c .  4 4 .8 8 .2 1 0 .  R e p o r t s  a n d  p u b l i c a t i o n s ,  (a) B y  J a n u a r y  10 o f  
e a c h  y e a r ,  t h e  a u t h o r i t y  s h a l l  p u b l i s h  a  r e p o r t  for d i s t r i b u t i o n  to  t h e  
g o v e rn o r ,  l e g i s l a tu r e ,  a n d  t h e  pub l ic .  T h e  r e p o r t  s h a l l  be  w r i t t e n  in  
e a s i ly  u n d e r s t a n d a b l e  l a n g u a g e .  T h e  r e p o r t  s h a l l  in c lu d e  a  f in a n c ia l  
s t a t e m e n t  a u d i t e d  b y  a n  i n d e p e n d e n t  o u t s id e  a u d i t o r ,  a  s t a t e m e n t  o f  
t h e  a u t h o r i t y ’s i n v e s t m e n t s  u n d e r  t h i s  c h a p t e r  i n c lu d in g  a n  a p p r a i s a l  
o f  t h e  i n v e s t m e n t s  a t  m a r k e t  v a lu e ,  a  c o m p a r i s o n  o f  t h e  a u t h o r i t y ’s 
p e r f o r m a n c e  w i th  t h e  g o a l s  o f  t h e  a u t h o r i t y  a n d  t h e  le v e ls  o f  b o n d in g  
a n d  i n v e s t m e n t  a c t i v i t i e s  a n t i c i p a t e d  in  t h e  p r e v io u s  y e a r ’s  r e p o r t  
u n d e r  (b) o f  t h i s  s e c t io n ,  a n d  a n y  o t h e r  in f o r m a t io n  t h e  m e m b e r s  o f  t h e  
a u t h o r i t y  b e l ie v e  w o u ld  be  o f  i n t e r e s t  to  t h e  g o v e r n o r ,  t h e  l e g i s l a tu r e ,  
a n d  t h e  p u b l ic .  T h e  a n n u a l  in c o m e  s t a t e m e n t  a n d  b a l a n c e  s h e e t  o f  t h e  
a u t h o r i t y  s h a l l  b e  p u b l i s h e d  in  a t  l e a s t  o n e  n e w s p a p e r  in  e a c h  ju d ic ia l  
d i s t r ic t .  T h e  a u t h o r i t y  m a y  a l so  p u b l i s h  o t h e r  r e p o r t s  i t  c o n s id e r s  
d e s i r a b l e  to  c a r r y  out. i t s  p u rp o se .

(b) T h e  a u t h o r i t y  s h a l l  in c lu d e  in  i t s  a n n u a l  r e p o r t  u n d e r  (a) o f  t h i s  
se c t io n

(1) a n  e s t i m a t e  o f  t h e  i n v e s t m e n t  a c t iv i ty  o f  t h e  a u t h o r i t y  u n d e r  t h i s  
c h a p t e r  fo r  t h e  fo l lo w in g  1 2 -m o n th  per iod ;  a n d

(2) a n  e s t i m a t e  o f  t h e  a m o u n t  o f  b o n d s  to  be  i s s u e d  d u r i n g  th e  
fo l lo w in g  1 2 - m o n th  p er io d .  (§ 1 ch  64  S L A  1967; a m  § 69 ch  106 S L A  
1980)

§)

R c v is o r ’s  n o te s .  —  F o rm e rly  
44 .61 .2 1 0 . R e n u m b e re d  in  1980.

A S E f f e c t  o f  a m e n d m e n t s .  —  T h e  1980 
a m e n d m e n t re w ro te  th e  se c tio n .

S e c .  4 4 .8 8 .2 1 2 .  F e e s  c h a r g e d  b y  a u t h o r i t y ,  (a) A n  a p p l i c a t io n  fee 
m a y  n o t  be  c h a r g e d  for  a n  a p p l i c a t io n  for  a u t h o r i t y  p a r t i c i p a t i o n  in  a  
lo a n  u n d e r  A S  4 4 .8 8 .1 5 8 .

(b) T h e  c o m m i t m e n t  fee  for a  lo a n  c o m m i t m e n t  by  t h e  a u t h o r i t y  m a y  
n o t  exceed  tw o  p e r c e n t  o f  t h e  p r in c ip a l  a m o u n t  o f  t h e  loan .  (S 34  ch  115 
S L A  1981)

R e v is e r ’s  n o te s .  — E n a c te d  as A S 
44 .88 .0 8 5 . R e n u m b e re d  in 1981.

S e c .  4 4 .8 8 .2 2 0 .  D e f i n i t i o n s .  In  A S  4 4 .8 8 .0 1 0  —  4 4 .8 8 .2 2 0
(1) " a u t h o r i t y ” m e a n s  th e  A l a s k a  I n d u s t r i a l  D e v e lo p m e n t  A u th o i  i ty  

c r e a t e d  by A S  4 4 .8 8 .0 1 0  —  4 4 .88 .220 ;
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(2) " b u s in e s s  e n t e r p r i s e ” m e a n s  a  s in g l e  p r o p r ie to r s h ip ,  c o rp o ra t io n ,  
f i rm ,  p a r t n e r s h i p ,  o r  o t h e r  a s s o c ia t io n  o f  p e r s o n s  o r g a n iz e d  in  a n y  
m a n n e r ,  for a n y  b u s i n e s s  p u r p o s e ,  o t h e r  t h a n  on  a  n o n p r o f i t  bas is ;

(3) " c o m m e rc ia l  a c t i v i t y ” i n c lu d e s  w o rk  in  p ro ce ss  o r  a c t iv i ty  
i n v o lv in g  s to c k  in  t r a d e ,  a c c o u n t s  r e c e iv a b le ,  o r  t h e  r e f in a n c in g  of 
e x i s t i n g  in d e b te d n e s s ,  s u b je c t  to  the '  p r o v is io n s  o f  A S 44 .88 .158 :

(4) " f e d e r a l  a g e n c y ” m e a n s  t h e  U n i t e d  S t a t e s  a n d  a n y  officer, 
d e p a r t m e n t ,  a g e n c y  o r  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 ta te s ;

(5) " g o v e r n i n g  b o d y  o f  a  p o l i t i c a l  s u b d iv i s io n ” m e a n s ,  w h e n  u se d  
w i t h  r e s p e c t  to  t h e  lo c a t io n  o f  a  p ro jec t ,  t h e  c o u n c i l  o f  a  c i ty  i f  t h e  
p ro je c t  is  to  be  lo c a te d  in  a  c i ty  in  t h e  u n o r g a n iz e d  b o ro u g h ,  o r  th e  
a s s e m b l y  i f  t h e  p r o je c t  is to  b e  lo c a te d  in  a n  o r g a n iz e d  b o r o u g h  o r  a 
u n i f i e d  m u n ic ip a l i t y ;

(6) " l e a s e ” in c lu d e s ,  w h e n  u s e d  a s  a  n o u n ,  a n  i n t e r e s t  in ,  o r  w h e n  
u s e d  a s  a  v e r b ,  t h e  t r a n s f e r  o f  a n  i n t e r e s t  in ,  p r o p e r ty  less  t h a n  fee 
s im p le  t i t l e ,  in c lu d in g ,  w i t h o u t  l i m i t a t i o n ,  w h e n  u se d  a s  a  n o u n ,  
a g r e e m e n t s  to  u s e  o r  occ u p y  p r o p e r ty ;

(7, " p l a n t ” o r  " f a c i l i t y ” m e a n s  r e a l  p r o p e r ty ,  w h e t h e r  a b o v e  o r  be low  
m e a n  h ig h  w a t e r ,  o r  a n  i n t e r e s t  in  i t ,  a n d  t h e  b u i ld in g s ,  i m p r o v e m e n t s  
a n d  s t r u c t u r e s  c o n s t r u c t e d  o r  to b e  c o n s t r u c t e d  o n  o r  in  it,  a n d  m a y  
in c lu d e  f ix tu r e s ,  m a c h i n e r y ,  a n d  e q u i p m e n t  on  it  o r  i n  i t ,  a n d  t a n g ib l e  
p e r s o n a l  p r o p e r ty ,  r e g a r d l e s s  o f  w h e t h e r  t h e  t a n g i b l e  p e r s o n a l  p r o p ­
e r t y  is a t t a c h e d  to o r  c o n n e c t e d  w i th  r e a l  p r o p e r ty ,  i f  t h e  o w n e r  h a s  
a g r e e d  n o t  to  r e m o v e  t h e  t a n g i b l e  p e r s o n a l  p r o p e r ty  p e r m a n e n t l y  from  
t h e  s t a t e  for t h e  p e r io d  th e  a u t h o r i t y  s e ts ;  " p l a n t ” o r  " f a c i l i ty ” d oes  not 
in c lu d e  w o rk  in  p ro c e s s  o r  s to c k  in  t r a d e ;

(8) "project.” m e a n s

(A) a  p l a n t  o r  f a c i l i ty  u s e d  o r  i n t e n d e d  for u s e

(i) in  c o n n e c t io n  w i t h  m a k i n g ,  p r o c e s s in g ,  p r e p a r i n g ,  o r  p r o d u c in g  
in  a n y  m a n n e r ,  goo d s"  p r o d u c t s  o r  s u b s t a n c e s  o f  a n y  k i n d  o r  n a t u r e  or  
in  c o n n e c t io n  w i t h  d e v e lo p in g  o r  u t i l i z i n g  a  n a t u r a l  r e so u rc e ,  o r  
e x t r a c t i n g ,  s m e l t i n g ,  t r a n s p o r t i n g ,  c o n v e r t in g ,  a s s e m b l i n g  o r  p r o d u c ­
in g  in  a n y  m a n n e r ,  m i n e r a l s ,  r a w  m a t e r i a l s ,  c h e m ic a l s ,  co m p o u n d s ,  
a l lo y s ,  f ib e rs ,  c o m m o d i t i e s  a n d  m a t e r i a l s ,  p r o d u c t s  o r  s u b s t a n c e s  o f  a n y  
k in d  o r  n a t u r e ;

(ii) a s  a n  i n d u s t r i a l  p a r k ;  in  c o n n e c t io n  w i th  t r a n s p o r t a t i o n ;  for  th e  
p r e v e n t io n ,  l i m i t a t i o n  o r  c o n t ro l  o f  p o l lu t io n ;  for t h e  d isp o s a l  o f  s e w a g e  
o r  so l id  w a s te ;  for  t h e  loca l  f u r n i s h i n g  o f  g as ;  fo r  t h e  f u r n i s h i n g  of  
w a te r ;  a s  o r  in  c o n n e c t io n  w i th  m a s s  c o m m u t i n g  v eh ic le s ;  for local 
d i s t r i c t  h e a t i n g  o r  coo l ing ;  a s  a  p a r k i n g  fac i l i ty ;  o r  a s  a  s to r a g e  or  
t r a i n i n g  fa c i l i ty  d i r e c t ly  r e l a t e d  to  a  p l a n t  o r  f a c i l i ty  d e s c r ib e d  in  th i s  
p a r a g r a p h ;

(B) a  p l a n t  o r  f a c i l i ty  u s e d  o r  i n t e n d e d  for u s e  in  c o n n e c t io n  w i th  a  
b u s in e s s  e n t e r p r i s e ;

(C) c o m m e r c i a l  a c t i v i t y  b y  a  s m a l l  e n t e r p r i s e ;
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(9) "p ro je c t  a p p l i c a n t ’’ m e a n s  a  b u s in e s s  e n t e r p r i s e  o r  e n t e r p r i s e s  
p r o p o s in g  to

(A) u se  o r  occupy  a  p ro jec t;  o r
(B) a g r e e  to  p e r m i t  o t h e r s  to  u s e  o r  occupy  a  pro jec t;
(10) " p ro je c t  f \ js t"  o r  " c o s t  o f  a  p ro je c t” m e a n s  a l l  o r  a n y  p a r t  o f  th e  

a g g r e g a t e  co s ts  d e t e r m i n e d  b y  t h e  a u t h o r i t y  to  b e  n e c e s s a r y  to f in a n c e  
t h e  c o n s t r u c t io n ,  e x p a n s io n ,  o r  a c q u i s i t io n  o f  a  p ro jec t ,  i n c lu d in g  
w i t h o u t  l i m i t a t i o n  t h e  cos t  o f  a c q u i r i n g  r e a l  o r  t a n g ib l e  p e r s o n a l  p r o p ­
e r ty ,  a n d ,  in  c o n n e c t io n  w i th  r e a l  p r o p e r ty ,  t h e  co s t  o f  c o n s t r u c t in g  
b u i ld i n g s  a n d  i m p r o v e m e n t s ,  t h e  cos t  o f  c o n s t r u c t i n g  m e a n s  o f  access  
to  a n d  f ro m  t h e  p ro je c t ,  t h e  co s t  o f  c o n s t r u c t in g  e x t e n s i o n s  o f -u t i l i ty  
s y s t e m s  to  t h e  s i t e  o f  t h e  p ro jec t;  t h e  c o s t  o f  a  p ro jec t  in c lu d e s ,  w i th o u t  
l im i t a t i o n ,  t h e  cos t  of f i n a n c in g  th e  p ro jec t ,  i n t e r e s t  c h a r g e s  before ,  
d u r i n g  o r  a f t e r  c o n s t r u c t io n ,  e x p a n s io n ,  o r  a c q u i s i t io n  o f  t h e  projec t,  
co s ts  r e l a t e d  to  t h e  d e t e r m i n a t i o n  o f  t h e  f e a s ib i l i ty ,  p l a n n in g ,  d e s ig n  or 
e n g i n e e r i n g  o f  t h e  p ro je c t  a n d ,  to  t h e  e x t e n t  d e t e r m i n e d  n e c e s s a r y  by 
t h e  a u t h o r i t y ,  a d m i n i s t r a t i v e  e x p e n s e s ,  t h e  cos t  o f  m a c h i n e r y  o r  e q u i p ­
m e n t  to  be  u s e d  in  t h e  o p e r a t io n  o f  t h e  p ro jec t  a n d  e x p e n s e s  o f  i n s t a l l a ­
t io n ,  r e p l a c e m e n t  o r  r e h a b i l i t a t i o n ,  a n d  a l l  o th e r  cos ts ,  c h a r g e s ,  fees 
a p d  e x p e n s e s  w h ic h  m a y  be d e t e r m i n e d  by  t h e  a u t h o r i t y  to be  n e c e s ­
s a r y  to  f in a n c e  th e  c o n s t r u c t io n ,  e x p a n s io n ,  o r  a c q u is i t io n ;

(11) 'Veal p r o p e r t y ” m e a n s  l a n d  a n d  r i g h t s  a n d  i n t e r e s t s  i n  la n d ,  
in c lu d in g ,  w i t h o u t  l im i t a t i o n ,  i n t e r e s t s  le s s  t h a n  fu ll  t i t l e  s u c h  a s  e a s e ­
m e n ts ,  u se s ,  l e a s e s ,  a n d  l icenses ;

(12) " s m a l l  e n t e r p r i s e ” m e a n s  a  b u s in e s s  e n t e r p r i s e  w h ic h  is  a 
p ro jec t  a p p l i c a n t  w i t h  g r o s s  in c o m e  o f  $ 1 0 ,0 0 0 ,0 0 0  o r  le s s  for  i t s  a n n u a l  
r e p o r t i n g  p e r io d  e n d i n g  i m m e d ia t e ly  be fo re  t h e  a p p l i c a t io n  to  t h e  
a u t h o r i t y  for  a  loan .  (§ 1 ch 64  S L A  1967; a m  §§ 4, 5 ch  64  S L A  1977; 
a m  § 70 ch  106  S L A  1980; a m  §§ 43  —  4 7 , 5 1  ch 115 S L A  1981; a m  § 9 
ch 162 S L A  1984)

R c v is o r ’s  n o t e s .  —  F o rm e rly  A S 
•14.61.220. R e n u m b e re d  in  1980.

R e o rg an ized  in  1984 lo  a lp h a b e t iz e  th e  
d e fin ed  te rm s .

E f f e c t  o f  a m e n d m e n t s .  —  T h e  1980 
a m e n d m e n t, in  p a r a g r a p h  (2). in s e r te d  
" s in g le  p ro p r ie to r s h ip ” a n d  s u b s t i tu te d  
"w h ich  is n o t o rg a n iz e d  on  a  n o n p ro fit 
b a s is ” for "n r  a  s in g le  p ro p r ie to r s h ip ”; in 
p a r a g ra p h  (4), d e le te d  "b o ro u g h "  
p re c e d in g  " a s se m b ly "  a n d  ad d ed  "o r  a  
u n if ie d  m u n ic ip a li ty "  to  th e  en d ; so 
c h a n g e d  p a r a g r a p h s  (5>, (6), a n d  (9) a s  to 
m a k e  a  d e ta i le d  c o m p a riso n  
im p ra c tic a b le ; d e le te d  fo rm e r  p a r a g ra p h  
t7*. w h ich  d e f in e d  "p ro jec t" ; in  p i r a g r a p b  
i8>, s u b s t i tu te d  "o r  ta n g ib le  p e rso n a l p ro p ­
e r ty , a n d , in  co n n e c tio n  w ith  re a l p ro p ­
e r ty "  fo r " p ro p e r ty "  a n d  " th e  cost o f a  
p ro jec t in c lu d es , w ith o u t l im ita t io n , th e

cost o f  f in a n c in g  th e  p ro jec t"  fo r " th e  cost 
o f  f in a n c in g  th e  p ro jec t, in c lu d in g , w ith o u t 
l im ita t io n ”; in p a r a g ra p h  111 >. d e le te d  
" re a l"  p re c e d in g  " p ro p e r ty ” in  tw o  places; 
a n d  a d d ed  p a r a g ra p h s  I12M 15).

T h e  1981 a m e n d m e n t s u b s t i tu te d  "for 
a n y  b u s in e s s  p u rp o se , o th e r  th a n ” for 
"w h ic h  is n o t o rg a n iz e d "  in  p a ra g ra p ti  (2). 
T h e  a m e n d m e n t re w ro te  p a r a g ra p h s  (8) 
a n d  M 2). In p a r a g ra p h  1 10), th e  a m e n d ­
m e n t ad d e d  "e x p a n s io n "  fo llow ing  "con­
s t ru c tio n "  in  th r e e  p laces . T h e  a m e n d m e n t 
a lso  ad d ed  p a r a g ra p h  (13).

T h e  1984 a m e n d m e n t d iv ided  th e  
fo rm e rly  u n d iv id e d  s u b p a ra g ra p h  (A) o f  
p a r a g ra p h  i8 ) in to  in tro d u c to ry  la n g u a g e  
a n d  i te m s  li)  a n d  (ii) a n d , in  ite m  (ii), 
ad d ed  " a s  o r  in co n n ec tio n  w ith  m a ss  
co m m u tin g  v eh ic le s ; for local d is t r ic t  
h e a l in g  o r  cooling ; a s  a  p a rk in g  fac ility ; o r
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A N  ACT

Authorizing the construction of the Knik Arm Crossing and re­
lating to the acquisition, construction, equipping, and mainte­
nance of toll facilities funded by revenue bonds and providing 
toll collection authority.

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

THE ACT FOLLOWS Of) PAGE 1, LINE 1?.

UfOERLINED MATERIAL HOICATES TEXT THAT IS BEING ADDED TO 
THE LAW AMD BRACKETED MATERIAL IN CAPITAL LETTERS IIOICATES 
DELETIONS FROM THE LAW; COMPLETELY NEW TEXT OR MATERIAL 
REPEALED ANO RE-ENACTED IS IDENTIFIED IN THE INTRODUCTORY 
LINE OF EACH BILL SECTION.

Approved by the Governor: July 6, 1986
Actual Effective Date: October 6, 1986



Chapter 162

All ACT

i Authorizing the construction of the Knik Arm Crossing 

and relating to the acquisition, construction, equipping, 

and maintenance of toll facilities funded by revenue 

bonds and providing toll collection authority.

' :iertion 1. AS 37.15 is amended by adding new sections to road:

ARTICLE h. TOLL FACILITIES REVENUE BONDS.

Sec. 37.15.610. BOND AUTHORIZATION. For the purpose of provid­

ing part or all of the money to be used, with or without any grants or 

other money that may become available, the issuance and sale of reve­

nue bonds of the state in the total principal sum of not to exceed 

3300,000,000 is authorized to acquire, construct, equip, and install 

the additions, improvements, extensions, and facilities authorized in 

AS 37.15.720 and 37.15.730. The principal of and interest on these 

bonds are paid out of and secured by the gross revenues derived by the 

Etate fron the ownership, use, and operation of the toll facilities, 

and out of any other revenue or money that the state legislature may 

provide exclusive of any state tax or license. Bonds may not be 

issued to assist in the acquisition, financing, or operation of proj­

ects without’prior approval from the legislature.

Sec. 37.15.620. CONSTRUCTION FUND. (a) The toll facilities

construction fund is established for deposit of proceeds of the sale 

of the bonds authorized by AS 37.15.610 and any grant or other money
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that Is legally provided for the same purposes for which the bc- 

nuthoiir.ed except for any accrued interest paid on the bonds' 

put .'baser. The money In the construction fund is used to pay th 

of acquiring, constructing, and equipping facilities author!;. 

AS 37.15.720 and 37.15.730 and costs incidental to those actlr. 

including costs of the authorization, issuance, and sale of the h 

To the extent allowed in the bond resolution, money in the con- 

tion fund may also be used for the payment of interest on the» 

during the time of actual construction, and for any additional! 

not exceeding one year after construction is completed. Moneys 

construction fund may also be transferred to the bond redemptior' 

as permitted by the bond resolution, to establish a reserve fr 

payment of the principal and interest on the bonds.

(b) The bond resolution may provide for the investment oft 

in the construction furd as the committee determines. The it! 

earned upon or any profit derived from the sale of the invcsttr 

deposited in the construction fund.

Sec. 37.15.630. REVENUE FUND, (a) The toll facilities ti

fund la established and shall be set apart from all other money!

state. The toll facilities revenue fund is a trust fund for tb 

poses under AS 37.15.610 - 37.15.760, where all revenue, fees,! 

c.;arges, and rentals are deposited that are derived by the st«u 

the ownership, lease, use, and operation of the facilities auth 

by AS 37.15.720 and 37.15.730. The revenue, fees, tolls, charge 

rentals may not Include the proceeds of any state tax or license 

money in the revenue fund may only be used to

(1) pay or secure the payment of the principal of and!

est on the toll facilities bonds and principal of and interest' 

other revenue bonds issued by authorization of the leglslan 

HCS CSSB 34 7(SA) am II -2-

trovldc money to acquire, construct, and equip facilities authorized 

lv AS 37.15.720 and 37.15.730 and to be payable out of the revenue 

fundi

(2) pay the normal and necessnry costs of maintaining and 

perating the facilities acquired, constructed, or equipped under

ss 37.15.610 - 37.15.760i

(3) pay the costs of renewals, replacements, and cxtra- 

•rdlnary repairs to facilities acquired, constructed, or equipped 

odor AS 37.15.610 - 37.15.760i

(4) redeem before their fixed maturities any and all revenue 

■>nds issued for the purpose of acquiring, constructing, and equipping

‘■lrilltles authorized by AS 37. 15.720 and 37.15. 730i

(5) provide money to acquire, construct, and equip necessary 

Editions and improvements to facilities authorized by AS 37.15.720 

n d  37.15.730i and

(6) provide money to pry any and all other costs relating to 

ihe ownership, use, and operatlor of the facilities.

(b) The investment of money in the revenue fund may be made as

:hc committee determines. The Interest earned upon or any profits

derived from the sale of an investment under this subsection shall be 

deposited in the revenue fund.

Sec. 37.15.640. BOND REDEMPTION FUND. The toll facilities

revenue bond redemption fund is established for deposit in trust of 

-nnny for paying and securing the payment of principal of and interest 

and redemption premium, if any, on bonds and is set apart from all 

other money of the state. The committee, on behalf of the state, 

shall obligate the state to set aside and pay into the bond redemption

fund from the revenue fund an amount of money sufficient to pay the

principal of and interest and redemption premium, if any, on the bonds
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as Uie payments become due and, if the committee considers it ri, 

s a w ,  to set aside and maintain a reserve for this purpose. The !- 

roue .ption fund is drawn upon for the purpose of paying the print:-, 

of an-l interest and redemption premium, if any, on the bonds, and-, 

bonds do not constitute a general obligation of the state.

Sec. 37.15.650. BOM) TERMS, (a) The toll facilities bondi i-

sold in the amounts or series and at the time as determined by :i

committee. Before selling a series of bonds, the committee shall g>

notice inviting sealed bids. If satisfactory bids are received,'5

bonds offered for sale are awarded to the highest responsible bid;<-

If the committee determines that a bid received is not satisfactory*

to price or responsibility of the bidder, the cormittee may reject:*

bid received. Bonds, or a series of bonds, may not be sold if :v

effective interest rate over the life of the bonds exceeds 11 pertr

per year or that rate of Interest that is 125 percent of the rati t

the Bond Buyer Index of 20 Municipal Bond Average Yields for the wr.

previous to the date of sale of the bonds, whichever is hiehr,
I

Interest is payable annually or semiannually.

(b) The bonds mature at the time fixed bv the committee. %

bonds may be subject to redemption before their fixed maturitiei *1 

determined by the committee and with the premium fixed by the coc:: i 

tee, but a bond may not be subject to redemption before its fix 

maturity date unless the right to redeem that bor.J is expressly or- 

Cloned on the face of the bond. The bonds

(1) nay be in denominations determined by the committeei

(2) may be issued in coupon form or in fully registtV!

form, and may be registrable as to principal or both principal X  ' j
•>

interest, qll under regulations and conditions the committee provi&l

(3) are payable as to principal and interest at the p!»*| t 
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.‘.etcrmlned by the committeei .

(4) shall be signed on behalf of the state by the governor 

m d  shall be attested to by the lieutenant governor, both of which 

signatures may be facsimile signatures, and each of the interest 

coupons attached to them shall be signed by the facsimile signatures 

of these officialsi
I

(5) Bhall have Che seal of the state impressed, printed, or 

lithographed on them; and

(6) shall be Issued unJer and subject to the term3, condi­

tions, and covenants, providing for the payment of the principal of 

and Interest on the bonds and the other terms, conditions, covenants, 

ind protective features safeguarding this payment and relating to the 

nalntenance, operation, and improvement of the toll facilities as 

found necessary by the committee, which covenants may include a pro­

vision requiring the setting aside and maintenance of certain reserves 

to secure the payment of the principal and Interest.

(c) If found reasonably necessary, the committee may select a 

trustee or trustees for the holders of the bonds or any series of the 

bonds, for the safeguarding and disbursement of any of the money in 

any of the funds created by AS 37.15.620, 37.15.630, and 37.15.640, or 

for the duties for authentication, delivery, and registration of the 

bonds as the committee may determine. The committee shall also fix 

the rights, duties, powers, and obligations of the trustee or trust­

ees .

(d) In the committee's determination of all of the matters and 

questions relating to the Issuance and sale of the bonds and the 

fixing of the maturities, terms, conditions, and covenants of the 

bonds os provided in (a) - (c) of this section, the decisions of the 

committee shall be those found to be reasonably necessary for the best
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interests o£ the state and its inhabitants, and those that will s 

pllsh the most advantageous sale of the bonds, with due r. 

however, (1) to necessary or normal costs of maintenance and 

tioni (2) to renewals and replacements of and repairs to the ■ 

facilities! (3) to nil improvements to toll facilities and proper 

toll facilities owned, used, operated, or leased in connectlor i 

toll facilities! and (4) to the future growth and expansion of >: 

the facilities and the possibility of additional revenue bond fi-i 

ing for toll facilities purposes. A decision of the committe* 

expressed in any bond resolution, is final when any bonds have •« 

issued under the bond resolution.

(e) A bond resolution may provide that the bonds Issued crv 

a recital that they are Issued under AS 37.15.610 - 37.15.760, arie 

bonda contolilng this recital arc conclusively considered to be <t 

and to have been issued in conformity with AS 37.15.610 - 37.15.N'

(f) The validity of the authorization and issuance of bor.ii 

not affected by any proceeding for the acquisition or construct!:* 

the additions, improvements, or facilities for which the bonds 'r  

been Issued or by any contract in connection with the acquisiti- ' 

construction.

Sec. 37.15.660, BOHD RESOLUTION. The committee is authrr:!* 

and directed to adopt the bond resolution and prepare all other i'*' 

manta and proceedings necessnry for the issuance, sale, and del'.v 

of the bonds or any part or scries of them. The bond resolution i'i* 

fix the principal amount, denomination, date, maturities, plan* 

places of payment, rights of redemption, if any, terms, form, r'4-f. 

tlons, and covenants of the bonds or each series of them. The 

tee shall also determine and provide for the,date and manner of utj} 

of the bonds, and shall provide whether the notice of sale is tf 
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I

published elsewhere in addition to the publication required by AS 37.-

15.650.

Sec. 37.15.670. ENFORCEMENT BY HOLDER. The holder of any bonds 

nr the trustee for the holders of the bonds or any series of them, 

nav, by appropriate proceedings in the courts of record of the state, 

compel the transfer, setting aside, and payment of noney and the 

enforcement of all of the terms, conditions, and covenants as required 

and provided in AS 37.15.610 - 37.15.760 and in the bond resolution.

Sec. 37.15.680. AMOUNTS REQUIRED FOR PAYMENTS. The committee 

shall, before December 31 of each year, commencing with the year in 

which the bonds arc issued, certify to the commissioner of revenue and 

the commissioner of transportation and public facilities the amounts 

required in the next ensuing calendar year by a bond resolution to be 

paid out of the revenue fund into the bond redemption fund and to be 

paid into and maintained in any reserve fund or account or any other 

fund or account created by a bond resolution. The committee shall 

also certify to the commissioners the last date upon which payments 

nay be made.

Sec. 37.15.690. BOHD NEGOTIABILITY. The bonds and the coupons 

attached to them are fully negotiable instruments under the laws of 

the state.

Sec. 37,15.700. REFUNDING. (a) The bonds or any part of them 

nay be refunded at or before their maturity by the issuance of refund­

ing revenue bonds of the state if in the opinion of the committee 

refunding is advantageous to and in the best interest of the state and 

its inhabitants.

(b) The issuance of refunding bonds need not be authorized by an 

act of the legislature, and the committee shall adopt the resolution 

and prepare all other documents and proceedings necessary for the
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issuance, exchange or anlo, and delivery of the bnpds. All provisions 

of AS 17.15,610 - 37.15.760 applicable to revenue bonds nre applicable 

to the refunding bonds and to the issuance, sale, or exchange of the 

bonds, except as otherwise provided in this section.

(c) Refunding bonds may be issued in a principal amount suffi­

cient to provide money for the payment of all bonds to be refunded by 

them, and, in addition, for the payment of all expenses incident to 

the calling, retiring, or paying of the outstanding bonds, and the 

issuance of the refunding bonds. These expcnBe9 include the differ­

ence in amount between the par value of the refunding bonds and any 

amount less than par for which the refunding bonds are sold, ary 

amount necessary to be made available for the payment of interest on 

the refunding bonds from the date of sale of then to the date of 

payment of the bonds to bn refunded or to the date upon which the 

bonds to be refunded will be paid under the call of the bonds or 

agreement with the holders of them; and the premium, if any, necessary 

to be paid in order’ to call o:: retire the outstanding bonds and tht 

interest accruing on the outstanding bonds to the date of the call or 

retirement.

Sec. 37.15.710. BONDS AS LEGAL INVESTMENTS. Toll facilities 

bonds are legal investments lor all banks, trust companies, saving; 

banks, savings and loan associations, and other persons carrying on I , 

banking business, all insurance companies and other persons carrying 

on an insurance business, and all executors, administrators, trustees, 

and other fiduciaries. The bonds may be accepted as security fer _ 

deposits of all money of che state and its political subdivisions.

Sec. 37.15.720. STATE TOLL FACILITIES. The state is authorize* | 

to acquire, construct, equip, and maintain toll bridges, highway;, 

roads, crossings, and cnuscuays found to be necessary by tb» | 

HCS CSSR 347(SA) am H -8

commissioner of transportation and public facilities.

Sec, 37.15.730. KNIK 'ARM CROSSING. Notwithstanding the provi­

sions of AS 37.15.720 the first stote toll facility to be financed 

under thi9 article is the Knik Arm Crossing near Anchorage if the 

following conditions are met:

(1) the department submits to the governor and the legisla­

ture a feasibility study that find's that the crossing is financially 

feasible and able to produce revenue adequate to repay the bonds with 

which it is financed)

(2) if financing in addition to revenue bonds is anticipat­

ed, the department submits to the governor and legislature a finance 

plan to Include an estimate of the total cost of the project and a 

description of che sources of money chat will be used to finance the 

total cost of the projecti and

(3) the office of management and budget reviews the feasi­

bility study and the finance plan, if required, and reports its find­

ings and recommendations to the governor and legislature not later 

than 90 days after the study and plan arc received by the office.

Sec. 37.15.740. TOLL FACILITY CHARGES. The commissioner of 

transportation and public facilities shall fix and collect the fees, 

charges, colls, and rentals derived by the state from the ownership, 

lease, use, and operation of the facilities authorized by AS 37.15.720 

and 37.15.730 and Improvements of the facilities as will provide 

revenues sufficient to comply with all of the covenants of the bond 

resolution.

Sec. 37.15.750. STATUTORY CONSTRUCTION. AS 37.15.610 - 37.15.- 

760 shall be liberally construed in order to carry out the purposes 

for which the provisions were enacted, and all existing laws in con­

flict with AS 37.15.610 - 37.15.760 arc superseded as necessary to
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10

accomplish the purposes of AS 37.15.610 - 37.15.760.

Fee. 37.15.760. DEFINITIONS. In AS 37.15.610 - 37.15.760.

unless the context requires otherwise

(1) "bond redemption fund" nenns the toll facilities reve­

nue bond redemption fund croaijul-by-rw<T7. iatfinO, ipcludiug .my ac­

counts thnt are created >«f" that fund after the effective date of this 

Act i

"bond resolution" ncans the resolution authorizing the 

Issuance of bonds, adopted by the committee under AS 37.15.660i

(3) "bonds" means the toll facilities revenue bonds autho-

"  rized by AS 37.15.610 - 37.15.760(

12 —  (4) "committee" means the state bond committee created bj

13 AS 37.15.110, or any other committee, body, department, or officer of

14 the state that or who nucceeds to the rights, powers, duties, and

,6 I obligations of the state bond committee by act of the legislature!

18 (5) "construction fund" naans the toll facilities construe-

,7 tlon fund created by AS 37.15.G20|

18 (6) "revenue fund" means the coll facilities revenue fund

19 created by AS 37.15.630i

20 (7) "toll facilities" means highways, roads, bridges,

21 crossings, and causeways upon which tolls, charges, rentals, or other

22 user fees arc placed by the commissioner of transportation and public

23 facilities.

24 * Sec. 2. AS 19.05.060 is amended to rend:

25 Sec. 19.05.060. POWERS OF DEPARTMENT. T h e “department may

26 . (1) acquire propcrtyi

27 (2) exercise the power of eminent domaini

28 (3) take immediate possession of real property, or nnf

interest in It under a declaration of taking or by other lawful mcansi

HCS CSSB 3671SA) am H -10-
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(6) acquire rights-of-way for present or future usei

(5) control access to nlghwnvsi

 £6) regulate rondride development!

(7) preserve and maintain the scenic beauty along state

.. —  highways i

(6) dispose of property acquired for highway purposes!

(9) accept and dispose of federal funds or property avail­

able for highway construction, maintenance, or equipment;

(10) enter into contracts or agreements relating to highways 

with the federal government, municipalities, a political subdivision, 

or with a foreign government, If the contract is approved by the 

federal government! (AND)

(11) establish, levy, and collect tolls, fees, chare.es. and

rentals for the use of state roads, highways, bridges, crosalne.s, and

causewaysi and

(12) cxcrrlse any other power necessary to carry out the 

purpose of AS 19.05 - 19.25.

* Sec 3. AS 66.88.010(a) is amended to read:

(a) The legislature finds, determines and declares thnt

(1) there exist areas of the state In which seasonal and 

nonscasonnl unemployment existi

(2) this unemployment is a serious menace to the health,

safety and general welfare, not only to the people in those areas, bur

also to the people of che entire state;

(3) the state lacks the basic manufacturing, industrial, 

and business entc'nrises and the other facilities referred to in (5) 

of this subsection i.ocessnry to r e m i t  adequate development of Its 

natural resources and the balanced growth of Its economy;

(6) the establishment and expan'inn of Industrial, 
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manufacturing, and business enterprises in Alaska and the other facil­

ities referred to in (5) of this subsection are essential to the 

development of Lhe natural resources and the long-term economic growth 

of che state, and will directly and indirectly alleviate unemployment 

in the sente;

(5) the achievement of the goal of full employment, and of 

establishment and continuing operation and development of Industrial, 

manufacturing, and business enterprises in the state, including^ 

without limitation, facilities for (AIR ADD WATERI transportation, 

facilities for pollution control and waste disposal, facilities for 

th' .ji. >1 furnishing of gas, facilities for water, IAI1D] facilities 

for industrial parks, mass commuting vehicles, facilities for local 

district heating or cooling, parking ’'acllities. or a storage or 

training facility relating to a plant or facility, will bo accelerated 

and facilitated by the creation of an instrumentality of the state 

with powers to incur debt, to 'own and operate facilities, (AND) to 

make and insure loans to finance, and to assist private lenders to 

make loans to finance, the establishment, operation, and development 

of industrial, manufacturing, and business enterprises, including. 

without limitation, facilities for [AIR AND WATER] transportation, 

facilities for pollution control and waste disposal, facilities for 

the local furnishing of gas, facilities for water, [AND] facilities,i

for Industrial parks, mass commuting vehicles, facilities for local.

district heating or cooling, parking facilities, or n storage or

training facility relating to a plant or facility;

(6) it is in the public interest to promote the prosper!!''

and general welfare of all citizens of the state by stimulating c.\-1

nercial and industrial growth and expansion by encouraging an increau > 

I
of private investment by banks, investment houses, insurant

HCS CSSB 347(R.‘) am H -12-
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companies, and other financial Institutions, Including pension and re­

tirement funds, to help satisfy the need for economic expansion;

(7) it is in the state's interest to import private capital 

to create new economic activity which would not otherwise take place 

in the state.

* See. 4. AS 64.88.070 is amended to read:

Sec. 44.88.070. PURPOSE OF THE AUTHORITY. The purpose of the 

authority is to promote, develop and advance the general prosperity 

and economic welfare of the people of Alaska, to relieve problems of 

unemployment, and to create additional employment by providing various 

means of financing and means of facilitating the financing of 'ndus- 

trial, manufacturing, and business enterprises and the other facil­

ities referred to in AS 64.88.010(a>(5) within the state, and bv oun- 

ing and operating the enterprises and other facilities.

* Sec. 5. AS 44.88.080 is amended to read:

Sec. 44.88.080. POWERS OF THE AUTHORITY. In furtherance of its 

corporate purposes, the authority has the following powers in addition 

to Its other powers:

(1) to sue and be sued;

(2) to have a seal and alter it at pleasure;

(3) to make and alter bylaws for its organization and

internal management;

(4) to adopt regulations governing the exercise of its

corporate powers;

(5) to acquire an interest in a project as necessary nr 

appropriate'ty provide financing for the project, whether by purchase, 

gift t: lease;

<6) to lease to others a project acquire! bv It far th.

rentals atiii upon the terms ar.d conditions tin authority r.ay ein'.lib-t
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advisable. Including, without limitation, provisions for options to ( 

purchase or renew) (;

(7) to issue bonds, in accordance with AS 44.88.090, to pa; 

the cost of a project and to secure payment of the bonds as provided { 

in this chapter; 5

(8) to sell, by installment sale or otherwise, exchange, 6

donate, convey or encumber in any manner by mortgage or by creation (

any other security interest, real or personal property owned by it, or , 

in which it has an interest, including a project, when, in the judg- , 

ment of the authority, the action is in furtherance of its corporat* 

purposes; u

(9) to accept gifts, grants or loans from, and enter lntc ,, 

contracts or other transactions regarding them, with a federal agenc; ,j 

or an agency or instrumentality of the state, a municipality, prlvatt u 

organization or other source; ts

(10) to deposit or invest its funds', subject to agrconontll '6

with bondholders; , i?

(11) to enter into contracts or agreements with respect tc •* 

the exercise of any of its powers, and do all things necessary or >> 

convenient to carry out its corporate purposes and exercise the power* n 

granted in this chapter; ; ii

(12) to purchase or insure loans to finance the costs of̂  a

manufacturing, industrial, and business enterprise projects; n

(13) to enter into loan agreements with respect to one or :* 

more projects upon the terms and conditions the authority consider*' » 

advisable; R

(14) to acquire, manage, and operate projects as the author- | <* 

icy considers (A PROJECT WHEN IT BECOMES) necessary or approprlat* R 

(DESIRABi.E) CO serve a public purpose |I10 SO TO SAFEGUARD TW *

HCS CSSB 347(SA) am II -14-
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AUTHORITY FROM I.OSSES);

(15) to assist private lenders to make loans to finance the

costs of projects through loan commitments, short-term financing, or

otherwise;

(16) to accept gifts, grants, or loans from a federal agen­

cy, from an agency or instrumentality of the state or of a munici­

pality, or from any other source;

(17) to enter into contracts cr other transactions with a 

federal agency, with an agency or instrumentality of the state or of a

I municipality, or private organization or other entity consis­

tent with the c>>:.; , of any power under this chapter;

(18) jcilltate the expansion of a secondary market for

the resale of federally or commercially insured loans nade to finance 

the costs of projects in Alaska held by federal and state chartered 

financial institutions or by the Alaska Commercial Fishing and Agri­

culture Bank^

(19) to charge fees or other forms of remuneration for the 

use or possession of the projects described in (14) of this section In

accordance with the agreements described in (11) and (17) of this

section, other agreements pertaining to the projects, covenants, or 

representations made in bond documents pertaining to the projects, or 

regulations of the authority pertaining to the projects.

* Sec. 6. AS 44.88.105 is amended by adding a new subsection to rend:

(h) Notwithstanding any other provision of this section, the 

authority mav waive or modify the requirements of (a) of this section 

establishing maximum costs of 510,000,000 for a project and the re­

quirements of (f) of this section as it considers appropriate and 

prudent in order to finance a project if the authority intends to own 

the project. However, if the authority intends to lease or otherwise
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p c m l t  the state to use or occupy a majority of the project, che 

authority nay only establish a reserve fund under (g) of this section

to secure bonds issued to finance a project.

* Sec. 7. AS 44.88.155 is amended by adding a new subsection to read:

(g) Notwithstanding any other provision of this section, the

authority may waive or modify the requirements of this section as it

considers appropriate and prudent in order to finance a project if the

authority intends to own the project.

* Sec. 8. AS 44.88 is amended by adding new sections to read:

Sec. 44.88.172. ECONOMIC DEVELOPMENT FUND. (a) The economic

development fund is established in the authority. The fund consists 

•7 j ot money or assets appropriated, loaned, or transferred to the author-

; ity, and other money or assets deposited in the fund by the authority.

The fund nay only be used to finance, acquire, manage, and operate 

projects that the authority intends to own and operate. The tero 

"operate" includes operation directly by the authority, or by an agent 

17 of the authority.

'8|| (b) If a project is financed or developed through use of the

assets of the economic development fund, the authority may not pledge 

or use other assets of the authority to assist in the financing,

51 development, or operation of the project. However, whether or not the

22 authority uses the economic development fund, it may issue bonds tc j

23 finance a project and may secure the bonds with a mortgage, pledge, nr1

assignment of the project or of revenues, money, or agreements attrib­

utable to the project or the bonds as provided in sec. 10 of this Act. j

Sec. 44.88.173. FINANCE PLAN. (a) Before approving a project 1
financed under AS 44.88.172, the authority shall prepare a financt .

plan. The finance plan must include an estimate of the total costcf I

I
the project, and a description of the sources of money thnt will

Chapter 162

HCS CSSB 347(S/ I .->i H -16-

2a

2 5

2 8

2 7

2 8

2 9

H

used to finance the total cost of the project. The finance plan must 

also include an estimate of the operational costs of the completed 

project, as well as a description of the source of the money thnt is 

to be used to pay the operational costs.

(b) The authority shall give preference to a project that does 

not require financial assistance from the state. If the authority 

determines that a project requires state financial assistance, and if 

the authority further determines that it is desirable to finance the 

project, the authority shall recommend a method of financing that 

minimizes cost to the state, A finance plan required under (a) of 

this section must identify the method of financing that minimizes the 

cost to the state.

(c) The authority 6hall submit a finance plan prepared under 

chin section to the scntc bond committee, the governor, and the legla- 

lnturc before issuing bonds or otherwise incurring debt for the proj- 

oci If a project requires financial assistance from the state, the 

state financial assistance must be available before bonds are issued 

for the project.

Sec. 44.88.174. RECIONAL RESOURCE ADVISORY COUNCIL, (a) Within 

30 days after the authority adopts n resolution certifying that a 

project in the unorganized borough is eligible fir financing under 

AS 44.88.172, the governor shall appoint a Regional Resource Advisory 

Council in the area of the state where the project is to be located 

and for which a regional housing authority has been established under 

AS 18.55.996. The purpose of a council is to assist the authority in 

reviewing a project that has been proposed for development in its area 

of the state.

(b) A Regional Resource Advisory Council consists of five mem­

bers registered to vote in the region. The governor shall appoint the
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members to reflect the economic and geographic diversity of the re­

gion. Council members serve three-year terms at the pleasure of the 

governor, except that the initial members may be appointed for less 

than three years so thnt the term of at least one of the members 

expires each year. The governor shall appoint a chairperson who shall 

call meetings as required and preside over the deliberations of the 

council. A majority of the council constitutes a quorum for conduct­

ing the business of the council.

(c) Members of a Regional Resource Advisory Council do not 

receive compensation for their services on the council, but are en­

titled to per diem and travel expenses authorized by law for state 

boaruj and commissions under AS 39.20.180.

Sec. 64.88.175. REQUIREMENTS PRIOR TO APPROVAL OF PROJECTS, (a) 

Before entering into an agreement to finance or to develop a proposed 

project with a cost in excess of $10,000,000 that is financed under 

AS 44.88.172, the authority shall obtain the approval of each Regional 

Resource Advisory Council or municipality in the area in which thr 

proposed project is to be located. Approval under this subsectior 

must be evidenced by a certified copy of a resolution of the council 

or of the governing body of che municipality.

(b) Before approving a project financed under AS 44.88.172 fcr 

which bonds must be issued, the authority shall

(1) obtain approval under (a) of this sectloni

(2) find, on Che basis of all information reasonably avail­

able to it, that '

(A) the project and its development under this chaptt”;
11

will be economically advantageous to the state and to the gener»‘ '
£

public welfare and will contribute to the economic growth of tb* • 

stntei

HCS CSSB 367ISA > -n II -18-

(R) the project applicant is financially responsible!

(C) the project is economically and financially feasi­

ble and able to produce revenue adequate to repay the bonds nr 

loans with which it is financed:

(D) Increased demand on public facilities that might 

result from the project will be provided for;

(E) the project will provide or retain employment 

reasonably related to the amount of the financing by the authori­

ty, considering the amount of Investment per employee for compa­

rable facilities, and other relevant factors;

(F) the scope of the project is sufficient to provide 

a reasonable expectation of a benefit to the economy of the 

state:

(G) the project is in compliance with applicable law;

and

(11) Issuance of the bonds is not expected to adversely 

affect the ability of the state or any political subdivision of 

the state to market other bonds.

Sec. 44.88.176. HEARING TO CONSIDER PROPOSED PROJECT. Before 

considering a resolution regarding the approval or rejection of the 

development or financing of a proposed project with n cost in excess 

of $10,000,000, that is financed under AS 44.88.172, a Regional Re­

source Advisory Council shall conduct a public hearing within the 

region. If a proposed project is located within a municipality, the

governing body of a municipality shall conduct a hearing on the pro­

posed project.

Sec. 44.8R.177. OPERATION OF PROJECTS. If a project is Hnnn c o d 

under AS 44.88.172, the authority shall solicit the review and advice 

of the Regional Resource Advisory Council or governing body in the

-19- HCS CSSB 347(SA) am H
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area in which a project is located before the execution of contracts, 

agreements, resolutions, or other matters that directly concern the 

development, maintenance, and operation of a project.

* Sec. 9. AS 44.88.220(5) is amended to read:

(5) "project" means

(A) a plant or facility used or intended for use

(i) in connection with making,’ processing, pre­

paring, or producing in any manner, goods, products or 

substances of any kind or nature or in connection with 

developing or utilizing a natural resource, or extracting, 

smelting, transport.ng, converting, assembling or producing 

in any manner, minerals, raw materials, chemicals, com­

pounds, alloys, fibers, commodities and materials, products 

&r substances of any kind or nature^

(ii) (, AHY PLANT OR FACILITY USED OR INTENDED 

FOR USE) as an industrial pnrki (OR) in connection with (AIR 

AND WATER) transportation^ (, OR ANY PLANT OR FACILITY) for 

the prevention, limitation or control of (AIR OR WATER) 

pollution^, [, 1 for the disposal of sewage or solid wastc^ 

[,) for the local furnishing of gasi (, OR] for the furnish­

ing of water; as or in connection with mass commuting vehi­

cles; for local district heating or cooling; as a parklr; 

facility; or as a storage or training facility direct!? 

related to a plant or facility described in this paragraph;

(B) a plant or facility used or intended for use !* :

connection with a business enterprise;

(C) commercial activity by a small enterprise;

* Sec. 10. The authority may not issue bonds to assist in the acquisi ­

tion, financing, or operation of projects under AS 44.88.172 enacted S'

HCS CSSB 347(SA) am H -20-
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sec. 8 of this Act without prior legislative approval.

* Sec. 11. It is the intent of the legislature to minimize the cost of

state financial assistance for projects funded under AS 44.88.172, enacted

by sec. 6 of this Act. To the extent possible, financial assistance shall 

be extended in the form of loans.

I '
|



Of f ered: 2 / 1 2 / 8 7
Referred: I n t e r n a t i o n a l  T r a d e  and F i n a n c e

5-0377B

O r i g i n a l  s p o n s o r s :  K e lly, K e r t tula,
Faiks, et al.

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

CS FOR S E N A T E  B I L L  NO. 64 (L&C)

IN  T HE L E G I S L A T U R E  OF  T H E  S T A T E  OF 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  - F I R S T  S E S S I O N  

A  B I L L

For an  Act e n t i t l e d :  " A n  Act r e l a t i n g  to 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 u t h o r i t y  an d  p r o v i d i n g  for an  e f f e c t i v e  d a t e . "

B E  IT E N A C T E D  BY 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  ALASKA:

*  S e c t i o n  1. A S  4 4 . 8 8 . 0 1 0  is a m e n d e d  to read:

Sec. 4 4 . 8 8 . 0 1 0 .  L E G I S L A T I V E  F I N D I N G  A N D  POLICY. (a) The l e g i s­

lature finds, d e t e r m i n e s ^  a nd d e c l a r e s  that

(1) t h ere e x ist areas of the s t a t e  in  w h i c h  s e a s o n a l  and 

n o n s e a s o n a l  u n e m p l o y m e n t  exist;

(2) this u n e m p l o y m e n t  is a s e r i o u s  m e n a c e  to the health,

s a f e t y ^  an d  g e n e r a l  w e l fare, not o nly to the p e o p l e  in t h ose areas,

but a l s o  I.-) the p e o p l e  of the e n t i r e  state;

(3) the state lacks the b a s i c  m a n u f a c t u r i n g ,  in d u s t r i a l ,

export, e n t r e p r e n e u r i a l ,  small b u s i ness, a nd b u s i n e s s  e n t e r p r i s e s  a nd 

the o t h e r  f a c i l i t i e s  r e f e r r e d  to in  [(5) OF] this s u b s e c t i o n  n e c e s s a r y  

to p e r m i t  a d e q u a t e  d e v e l o p m e n t  of its n a t u r a l  r e s o u r c e s  a n d  the b a l­

ance d  g r o w t h  of its economy;

(4) the e s t a b l i s h m e n t  a n d  e x p a n s i o n  of i n d u s t r i a l ,  m a n u­

fact u r i n g ,  export, e n t r e p r e n e u r i a l ,  s m all bu s i n e s s ,  a nd b u s i n e s s

e n t e r p r i s e s  in A l a s k a  and the o t h e r  f a c i l i t i e s  r e f e r r e d  to in [(5) OF]

this s u b s e c t i o n  are e s s e n t i a l  to the d e v e l o p m e n t  of the n a t u r a l  r e­

s o u r c e s  a nd the l o n g - t e r m  e c o n o m i c  g r o w t h  of the state, an d  w i l l

d i r e c t l y  a n d  i n d i r e c t l y  a l l e v i a t e  u n e m p l o y m e n t  in t he state;

(5) the e x p a n s i o n  of e x p o r t  t r a d e  is v i t a l  to the h e a l t h

a nd g r o w t h  of the s t ate's economy;
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1 (6) m a n y  A l a s k a  b u s i n e s s e s  c o u l d  b e n e f i t  from a d d i tional

2 f i n a n c i a l  and t e c h n i c a l  a s s i s t a n c e  w i t h  r e s p e c t  to the e x p o r t a t i o n  of

3 t h e i r  p r o d u c t s  a nd s e r vices;

4 (7) the U n i t e d  S t a t e s  E x p o r t - X m p o r t  B a n k  ha s  b e e n m a n d a t e d

5 by the E x p o r t - I m p o r t  B a n k  A ct A m e n d m e n t s  of  1983 to p r o v i d e te c h n i c a l

6 a s s i s t a n c e  and e x p o r t  f i n a n c i n g  s u p p o r t  to s m a l l  b u s i n e s s e s in coop-

7 e r a t i o n  w i t h  state e x p o r t  f i n a n c e  a g e n cies;

8 (8) A l a s k a - b a s e d  e x p o r t e r s  c a n  be e f f e c t i v e l y a s s i s t e d

9 t h r o u g h  the e s t a b l i s h m e n t ,  as part of the A l a s k a  I n d u s t r i a l Develop-

10 ment A u t h o r i t y ,  of an  e x p o r t  f i n a n c i n g  p r o g r a m  d e s i g n e d  to w o r k  w i t h

11 the U.S. E x p o r t - I m p o r t  B a n k  an d  o t h e r  f e d eral, state, and private

12 i n s t i t u t i o n s ;

13 (9) the a c h i e v e m e n t  of the goal of full emp l o y m e n t ,  and of

14 e s t a b l i s h m e n t  and c o n t i n u i n g  o p e r a t i o n  and d e v e l o p m e n t  of industrial,

15 m a n u f a c t u r i n g ,  e xport, e n t r e p r e n e u r i a l ,  small b u s i n e s s ,  and b u s i n e s s

16 e n t e r p r i s e s  in the state, in c l u d i n g ,  w i t h o u t  limitation. facilities

17 f or t r a n s p o r t a t i o n ,  f a c i l i t i e s  f or p o l l u t i o n  c o n t r o l  and w a s t e  dis-

18 posal, f a c i l i t i e s  f or the local f u r n i s h i n g  of gas, f a c i lities for

19 water, f a c i l i t i e s  for i n d u s t r i a l  parks, m a s s  c o m m u t i n g  vehicles,

20 f a c i l i t i e s  for local d i s t r i c t  h e a t i n g  or cooling, p a r k i n g  facilities,

21 or a s t o r a g e  or t r a i n i n g  f a c i l i t y  r e l a t i n g  to a p l a n t  o r  facility,

22 w i l l  be a c c e l e r a t e d  a nd f a c i l i t a t e d  by the c r e a t i o n  of an instrumen-

23 t a lity of the s t ate w i t h  p o w e r s  to i n c u r  debt, to o w n  and o p e r a t e

24 f a c i lities, to m a k e  a nd i n s u r e  loans to finance, a n d  to assist p r i v a t e

25 lenders to m a k e  loans to finan c e ,  the e s t a b l i s h m e n t ,  operation, and

26 d e v e l o p m e n t  of i n d u s t r i a l ,  m a n u f a c t u r i n g ,  export, e n t r e p r e n e u r i a l ,

27 s m all b u s i ness, and b u s i n e s s  e n t e r p r i s e s ,  i n c l u d i n g ,  w i t h o u t  limita-

28 tion, f a c i l i t i e s  for t r a n s p o r t a t i o n ,  f a c i l i t i e s  f or p o l l u t i o n  control

29 a nd w a s t e  d i s p osal, f a c i l i t i e s  for the local f u r n i s h i n g  of gas,
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1 f a c i l i t i e s  f or water, f a c i l i t i e s  for i n d u s t r i a l  parks, m a s s  c o m m u t i n g

2 v e h i c l e s ,  f a c i l i t i e s  for local d i s t r i c t  h e a t i n g  or cooling, p a r k i n g

3 fac i l i t i e s ,  or a s t o r a g e  or t r a i n i n g  f a c i l i t y  r e l a t i n g  to a p l a n t  or

4 facility;

5 (10) [(6)] it is in the p u b l i c  i n t e r e s t  to p r o m o t e  the

6 p r o s p e r i t y  a nd g e n e r a l  w e l f a r e  of all c i t i z e n s  of the s t ate by

7 (A) s t i m u l a t i n g  c o m m e r c i a l  a n d  i n d u s t r i a l  g r o w t h  and

8 e x p a n s i o n  by e n c o u r a g i n g  an i n c r e a s e  of p r i v a t e  i n v e s t m e n t  by

9 banks, i n v e s t m e n t  h o uses, in s u r a n c e  c o m p a n i e s ,  a nd o t h e r  finan-

10 c ial i n s t i t u t i o n s ,  i n c l u d i n g  p e n s i o n  a n d  r e t i r e m e n t  funds, to

11 h e l p  s a t i s f y  the n e e d  for e c o n o m i c  e x p a n s i o n ;

12 (B) e n c o u r a g i n g  the p r o d u c t i o n  of raw m a t e r i a l s  and

13 R o o d s  for export, the e x p a n s i o n  of e x p o r t s  of r a w  m a t e r i a l s  and

14 Roods, and the r e n d e r i n g  of s e r v i c e s  a b r o a d  by r e s i d e n t s  of the

15 s t ate t h r o u g h  the e s t a b l i s h m e n t  of a p r o g r a m  that p r o v i d e s  f i n a n-

16 cia l  a s s i s t a n c e  in c o o p e r a t i o n  w i t h  federal, state, and p r i v a t e

17 i n s t i t u t i o n s  for t h e s e  p u r p o s e s  in the f o r m  p r o v i d e d  in this

18 chapter;

19 (C) c r e a t i n g  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 u t h o r -

20 ity w i t h  the p o w e r s  n e c e s s a r y  to a c c o m p l i s h  the o b j e c t i v e s  s t a t e d

21 in  this p a r a graph, i n c l u d i n g  the p o w e r  to issue t a x a b l e  and

22 t a x - e x e m p t  b o n d s  a n d  to a c q u i r e  o w n e r s h i p  i n t e r e s t s  in p r o j e c t s

23 as p r o v i d e d  in this chapter;

24 (11) [(7)] it is in  the s t ate's i n t e r e s t  to import p r i v a t e

25 c a p i t a l  to c r eate n e w  e c o n o m i c  a c t i v i t y  w h i c h  w o u l d  not o t h e r w i s e  take

26 p l a c e  i n  the state.

27 (b) It is d e c l a r e d  to be  the p o l i c y  of the state, in the inter-

28 ests of p r o m o t i n g  the h e alth, s e c u r i t y ^  a n d  g e n e r a l  w e l f a r e  of all the

29 p e o p l e  of the state, a nd a p u b l i c  p u r p o s e ,  to i n c r e a s e  job
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1 o p p o r t u n i t i e s  and o t h e r w i s e  to e n c o u r a g e  the e c o n o m i c  g r o w t h  of  the

2 state, i n c l u d i n g  the d e v e l o p m e n t  of its n a t u r a l  r e s o urces, t h r o u g h  the

3 e s t a b l i s h m e n t  a nd e x p a n s i o n  of m a n u f a c t u r i n g ,  i n d u s t r i a l ,  e x p o r t ,

4 e n t r e p r e n e u r i a l ,  s m all b u s iness, a n d  b u s i n e s s  e n t e r p r i s e s  a n d  the

5 o t h e r  f a c i l i t i e s  r e f e r r e d  to in (a) [(a)(5)] of this s e c t i o n  by creat-

6 ing 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 u t h o r i t y  [PUBLIC C O R P O R A T I O N ]

7 w i t h  the p o w e r s  [ P O W E R ] , d u t i e s ^  a nd f u n c t i o n s  [AS] p r o v i d e d  i n  this

8 c h a p t e r  [AS 4 4 . 8 8 . 0 1 0  - 4 4 . 8 8 . 2 2 0 ] .

9 * Sec. 2. AS  4 4 . 8 8 . 0 1 0  is a m e n d e d  by  a d d i n g  a n e w  s u b s e c t i o n  to read:

10 (c) It is f u r t h e r  d e c l a r e d  to be the p o l i c y  of the state, in the

11 i n t e r e s t s  of p r o m o t i n g  the h e alth, s e c u rity, a n d  g e n e r a l  w e l f a r e  of

12 a ll the p e o p l e  of the state, a n d  a p u b l i c  p u r p o s e  of the state, to

13 a c c o m p l i s h  the o b j e c t i v e s  set out in  (b) of this s e c t i o n  t h r o u g h  the

14 p r o v i s i o n  of f i n a n c i a l  s u p p o r t  in c o o p e r a t i o n  w i t h  federal, state, a n d

15 p r i v a t e  i n s t i t u t i o n s  for the p u r p o s e  of i n c r e a s i n g  the e x p o r t  of

16 A l a s k a  goods, e n t r e p r e n e u r i a l  talent, r a w  m a t e r i a l s ,  and s e r v i c e s .

17 * Sec. 3. AS  4 4 .88 is a m e n d e d  by  a d d i n g  a n e w  s e c t i o n  to a r t i c l e  1 to

18 read:

19 Sec. 44 . 8 8 . 0 6 0 .  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 U T H O R I T Y  R E V O L V -

20 ING FUND. T he 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 u t h o r i t y  r e v o l v i n g  fund

21 is e s t a b l i s h e d  in th e  au t h o r i t y .  T he r e v o l v i n g  fund c o n s i s t s  of

22 a p p r o p r i a t i o n s  m a d e  to the r e v o l v i n g  fund by the leg i s l a t u r e ,  m o n e y  or

23 o t h e r  asse t s  t r a n s f e r r e d  to the r e v o l v i n g  fund by the a u t h o r i t y ,  and

24 u n r e s t r i c t e d  p a y m e n t s  on loans m a d e  or  p u r c h a s e d  by the au t h o r i t y .

25 A m o u n t s  d e p o s i t e d  i n  the r e v o l v i n g  f u n d  m a y  be p l e d g e d  to t he p a y m e n t

26 of  b o nds of the a u t h o r i t y  or  e x p e n d e d  for the p u r p o s e s  of  the au-

27 t h o r i t y  u n d e r  this chapter.

28 *  Sec. 4. AS 4 4 . 8 8 . 0 7 0  is a m e n d e d  to read:

29 Sec. 4 4 . 8 8 . 0 7 0 .  P U R P O S E  O F  T H E  A U T H O R I T Y .  Th e  p u r p o s e  of the
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1 a u t h o r i t y  is to p r o mote, d e v e l o p ^  and a d v a n c e  the g e n e r a l  p r o s p e r i t y

2 and e c o n o m i c  w e l f a r e  of the p e o p l e  of A l a ska, to r e l i e v e  p r o b l e m s  of

3 u n e m p l o y m e n t ,  a nd to c r e a t e  a d d i t i o n a l  e m p l o y m e n t  by

4 (1) p r o v i d i n g  v a r i o u s  m e a n s  of f i n a n c i n g  and m e a n s  of

5 f a c i l i t a t i n g  the f i n a n c i n g , in c o o p e r a t i o n  w i t h  federal, state, and

6 p r i v a t e  i n s t i t u t i o n s ,  of i n d u s t r i a l ,  m a n u f a c t u r i n g ,  export, e n t r e p r e -

7 neurial, small bu s i n e s s ,  a nd b u s i n e s s  e n t e r p r i s e s  and the o t h e r  facil-

8 ities r e f e r r e d  to in AS  4 4 . 8 8 . 0 1 0 ( a )  in  [AS 4 4 . 8 8 . 0 1 0 ( a ) ( 5 )  W I T HIN]

9 the s t ates

10 (2) [, A N D  BY] o w n i n g  an d  o p e r a t i n g  the e n t e r p r i s e s  and

11 o t h e r  f a c i l i t i e s  d e s c r i b e d  in A S  4 4 . 8 8.172;

12 (3) f o s t e r i n g  the e x p a n s i o n  of e x p o r t s  of A l a s k a  goods,

13 s erv ices, and r a w  m a t e r i a l s ;

14 (4) c o o p e r a t i n g  an d  a c t i n g  in c o n j u n c t i o n  w i t h  o t h e r  orga-

15 n i z a t i o n s ,  p u b l i c  a nd p r i v a t e ,  the o b j e c t s  of w h i c h  are the p r o m o t i o n

16 and a d v a n c e m e n t  of e x p o r t  t r ade a c t i v i t i e s  in the state;

17 (5) e s t a b l i s h i n g  a s o u r c e  of f u n d i n g  credit g u a r a n t e e s  and

18 insurance, not o t h e r w i s e  a v a i l a b l e ,  to s u p port expo r t  d e v e l o p m e n t ;

19 (6) p r o v i d i n g  a n d  c o o p e r a t i n g  or  p a r t i c i p a t i n g  w i t h  feder-

20 al, state, and p r i v a t e  i n s t i t u t i o n s  to p r o v i d e  a c t u a l  and p o t e n t i a l

21 A laska e x p o rters, p a r t i c u l a r l y  small- a nd m e d i u m - s i z e d  e x p o rters, w i t h

22 f i n a n c i a l  a s s i s t a n c e  in  s u p p o r t  of axpo r t  t r a n s a c t i o n s .

23 * Sec. 5. A S  4 4 . 8 8 . 0 8 0 ( 7 )  is a m e n d e d  to read:

24 (7) to i s s u e  b o n d s  a n d  o t h e r w i s e  to i n c u r  i n d e b t e d n e s s, in

25 a c c o r d a n c e  w i t h  AS 4 4 . 8 3 . 0 9 0 ,  in  o r d e r  to p a y  the cost of a p r o j e c t  or

26 d e v e l o p m e n t  p r o j e c t s  or  in o r d e r  to p r o v i d e  m o n e y  for the a u t h o r i t y 's

27 p u r p o s e s  u n d e r  this chapter; the a u t h o r i t y  m<.y a lso [AND TO] s e c u r e

28 p a y m e n t  of the b o nds or o t h e r  i n d e b t e d n e s s  as p r o v i d e d  in this ~hap-

29 ter;
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1 * Sec. 6. AS 4 4 . 8 8 . 0 8 0  is a m e n d e d  by a d d i n g  n e w  p a r a g r a p h s  to read:

2 (20) to p a r t i c i p a t e  w i t h  g o v e r n m e n t  or  p r i v a t e  i n d u s t r y  in

3 p r o g r a m s  for t e c h n i c a l  a s s i s t a n c e ,  loans, t e c h n ology, transfer, or

4 o t h e r  p r o g r a m s  r e l a t e d  to the e x p o r t a t i o n  of A l a s k a  goods, services,

5 or ra w  m a t e r i a l s  w i t h  r e s p e c t  to its f i n a n c i n g  a c t i v ities;

6 (21) to p r o v i d e  e x p o r t  f i n a n c e  t r a i n i n g  for o f f i c e  s t a f f  and

7 o t h e r  i n d i v i d u a l s  i n v o l v e d  in e x p o r t  f i n a n c e  a s s i stance, i n c l u d i n g  the

8 t r a i n i n g  s e s s i o n s  that m a y  be p r o v i d e d  by the U n i t e d  S t a t e s  Export-

9 Import B a n k  or o t h e r  o r g a n i z a t i o n s ;

10 (22) to c o o r d i n a t e  to the m a x i m u m  e x tent p o s s i b l e  its

11 e f f o r t s  to p r o m o t e  the e x port of A l a s k a  goods, services, a nd r aw

12 m a t e r i a l s  w i t h  p r o g r a m s  an d  g o a l s  of the U n i t e d  S t ates E x p o r t - I m p o r t

13 Bank, the I n t e r n a t i o n a l  T r a d e  A d m i n i s t r a t i o n  of the U n i t e d  S t ates

14 D e p a r t m e n t  of Co m m e r c e ,  the F o r e i g n  Credit I n s u r a n c e  A s s o c i a t i o n ,  and

15 o t h e r  p r i v a t e  a nd p u b l i c  p r o g r a m s  d e s i g n e d  to p r o v i d e  e x p o r t  assis-

16 tance an d  e x p o r t - r e l a t e d  fi n a n c i n g ;

17 (23) to g u a r a n t e e  l o ans r e l a t e d  to q u a l i f i e d  e x p o r t  trans-

18 a c t i o n s  u n d e r  r e g u l a t i o n s  a d o p t e d  by the authority;

19 (24) to p r o v i d e  f i n a n c i n g  ass i s t a n c e ,  in c o o p e r a t i o n  w i t h

20 federal, state, a n d  p r i v a t e  i n s t i t u t i o n s ,  as p r o v i d e d  in this c h a p t e r

21 for e n t r e p r e n e u r i a l  a n d  s m all b u s i n e s s  ent e r p r i s e s .

22 *  Sec. 7. AS 4 4 . 8 8 . 0 8 5 ( a )  is a m e n d e d  to read:

23 (a) E x c e p t  for AS 4 4 . 6 2 . 3 1 0  and 4 4 . 6 2 . 3 1 2  r e g a r d i n g  p u b l i c

24 m e e t i n g s ,  a nd except for AS  4 4 . 6 2 . 3 2 0 ( a )  r e g a r d i n g  l e g i s l a t i v e  r e v i e w

25 of r e g u l a t i o n s ,  the p r o v i s i o n s  of  the A d m i n i s t r a t i v e  P r o c e d u r e  Act

26 r e g a r d i n g  the a d o p t i o n  of r e g u l a t i o n s  (AS 4 4 . 6 2 . 0 4 0  - 4 4 . 6 2 . 3 2 0 )  do

27 not a p p l y  to the a u t h ority. T h e  a u t h o r i t y  s h all mak e  a v a i l a b l e  to

28 m e m b e r s  of the p u b l i c  copi e s  of the r e g u l a t i o n s  a d o p t e d  u n d e r  [(b) -

29 (e) OF] this section. W i t h i n  45 days a f t e r  a d o p t i o n  of a r e g u l a t i o n

CSS B  6 4 ( L & C ) -6- S B 0 0 6 4 B



1 u n d e r  [(b) - (e) OF] this section, the c h a i r m a n  of the a u t h o r i t y  s h all

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

3 R e g u l a t i o n  R e v i e w  C o m m i t t e e  u n d e r  AS  2 4 . 2 0 . 4 0 0  - 24.20.460.

4 * Sec. 8. AS 4 4 . 8 8 . 0 8 5 ( c )  is r e p e a l e d  a nd r e e n a c t e d  to read:

5 (c) T he a u t h o r i t y  m a y  a d o p t  r e g u l a t i o n s  to carry out the pur-

6 p o ses of this c h a p t e r  a nd s h a l l  a d opt r e g u l a t i o n s  as p r o v i d e d  i n  (g)

7 and (h) of this section.

8 * Sec. 9. AS  4 4 . 8 8 . 0 8 5 ( d )  is a m e n d e d  to read:

9 (d) E x cept as p r o v i d e d  in  (e) of this section, at least 15 days

10 b e f o r e  the a d o p tion, a m e n d m e n t ,  or  r e p e a l  of a r e g u l a t i o n  [ON A  SUB-

11 J E C T  S P E C I F I E D  IN (c) OF T H I S  S E C TION], the a u t h o r i t y  s h a l l  give

12 p u b l i c  n o t i c e  of the p r o p o s e d  a c t i o n  by p u b l i s h i n g  the n o t i c e  in at

13 least t h r e e  n e w s p a p e r s  of g e n e r a l  c i r c u l a t i o n  in the s t a t e  a n d  by

14 m a i l i n g  a copy of the n o t i c e  to e v e r y  p e r s o n  w h o  has f i led a r e q u e s t

15 for n o t i c e  of p r o p o s e d  r e g u l a t i o n s  w i t h  the a u t h ority. The p u b l i c

16 n o t i c e  m ust i n c l u d e  a s t a t e m e n t  of the time, place, a nd n a t u r e  of  the

17 p r o c e e d i n g s  for the ad o p t i o n ,  am e n d m e n t ,  o r  r e peal of the r e g u l a t i o n

18 and mus t  include an i n f o r m a t i v e  s u m m a r y  of  the s u b j e c t  of the p r o p o s e d

19 action. On the dat e  a nd at the t i m e  a n d  p l a c e  d e s i g n a t e d  in the

20 notice, the a u t h o r i t y  s h a l l  g i v e  e a c h  i n t e r e s t e d  p e r s o n  or  an autho-

21 r i zed r e p r e s e n t a t i v e  of the p e r s o n ,  or  both, the o p p o r t u n i t y  to pre-

22 sent s t a t ements, a r g u ments, o r  c o n t e n t i o n s  o r a l l y  or  in w r i t i n g  and

23 shall giv e  m e m b e r s  of the p u b l i c  an  o p p o r t u n i t y  to p r e s e n t  ora l  state-

24 ments, ar g u m e n t s ,  or c o n t e n t i o n s  f or a t o t a l  p e r i o d  of at least one

25 hour. T h e  a u t h o r i t y  s h a l l  c o n s i d e r  all r e l e v a n t  m a t t e r  p r e s e n t e d  to

26 it b e f o r e  taki n g  the p r o p o s e d  a c t i o n  on the r e g u lation. At a h e a r i n g

27 u n d e r  this sub s e c t i o n ,  the a u t h o r i t y  ma y  c o n t i n u e  or  p o s t p o n e  the

28 h e a r i n g  to a time an d  p l a c e  d e t e r m i n e d  by the a u t h o r i t y  a n d  a n n o u n c e d

29 at the h e a r i n g  b e f o r e  t a k i n g  the a c t i o n  to c o n t i n u e  o r  p o s t p o n e  the
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h e a r i n g .  A  r e g u l a t i o n  adopted, a m e nded, or  r e p e a l e d  by the a u t h o r i t y  

m a y  v a r y  from the i n f o r m a t i v e  s u m m a r y  s p e c i f i e d  in this s u b s e c t i o n  if 

the subject m a t t e r  of the a c t i o n  t a k e n  o n  the r e g u l a t i o n  r e mains the 

s a m e  a nd if the o r i g i n a l  n o t i c e  of the p r o p o s e d  a c t i o n  was w r i t t e n  so 

as to assu r e  that m e m b e r s  of the p u b l i c  are r e a s o n a b l y  n o t i f i e d  of the 

s u b j e c t  m a t t e r  of the p r o p o s e d  a c t i o n  in o r d e r  for t h e m  to d e t e r m i n e  

w h e t h e r  their i n t e rests c o u l d  be a f f e c t e d  by the a u t h o r i t y ' s  p r o p o s e d  

a c t i o n  on  that subject.

* Sec. 10. AS 4 4 . 8 8 . 0 8 5 ( e )  is a m e n d e d  to read:

(e) The adoption, a m e n d m e n t ,  o r  r e p e a l  of a r e g u l a t i o n  [ON A 

S U B J E C T  S P E C I F I E D  IN (c) OF  T H I S  S E C TION] ma y  be  m a d e  as an  e m e r g e n c y  

r e g u l a t i o n  if, in the o r d e r  of a d o p tion, the a u t h o r i t y  states the 

facts c o n s t i t u t i n g  the e m e r g e n c y  a nd m a k e s  a f i n d i n g  that the a d o p t i o n  

of the r e g u l a t i o n  is n e c e s s a r y  for the i m m e d i a t e  p r e s e r v a t i o n  of the 

o r d e r l y  o p e r a t i o n  of the a u t h o r i t y ' s  [LOAN A N D  B O N D I N G ]  programs. The 

r e q u i r e m e n t s  of (d) of this s e c t i o n  do not a p p l y  to the i n itial a d o p­

tio n  of an e m e r g e n c y  r e g u l a t i o n  [C O V E R I N G  A  S U B J E C T  S P E C I F I E D  IN (c) 

O F  T HIS SECTION]; h o w e v e r ,  u p o n  a d o p t i o n  of  an  e m e r g e n c y  r e g u l a t i o n  

u n d e r  this subsection, the a u t h o r i t y  shall, w i t h i n  10 days a f ter that 

a d o p t i o n ,  p u b l i s h  n o t i c e  of the a d o p t i o n  in a c c o r d a n c e  w i t h  the n o t i c e  

n r o c e d u r e s  s p e c i f i e d  in (d) of this section. A n  e m e r g e n c y  r e g u l a t i o n  

a d o p t e d  u n d e r  this s u b s e c t i o n  m a y  n ot r e m a i n  in e f f e c t  for mor e  t han 

120 days unless, b e f o r e  the e x p i r a t i o n  of that p e riod, the a u t h o r i t y  

adop t s  that r e g u l a t i o n  as a p e r m a n e n t  r e g u l a t i o n  in a c c o r d a n c e  w i t h  

the p r o c e d u r e s  s p e c i f i e d  in (d) of t his section.

* Sec. 11. AS 4 4 . 8 8 . 0 8 5 ( f )  is a m e n d e d  to read:

(f) A  r e g u l a t i o n  a d o p t e d  u n d e r  [(b) - (e) OF] this s e c t i o n  takes 

e f f e c t  i m m e d i a t e l y  u p o n  its a d o p t i o n  by  t he a u t h o r i t y  or at a n o t h e r  

[ S UCH OTHER] time [AS] s p e c i f i e d  by the a u t h o r i t y  in its o r d e r  of
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t

1 a d o p t i o n .

2 * Sec. 12. AS 4 4 . 8 8 . 0 8 5  is a m e n d e d  by  a d d i n g  n e w  s u b s e c t i o n s  to read:

3 (g) T he a u t h o r i t y  s h all a d o p t  r e g u l a t i o n s  n e c e s s a r y  fo r  the

4 f o l l o w i n g  p u r p o s e s  in c o n n e c t i o n  w i t h  its p r o g r a m s  for the f i n a n c i n g

5 of p r o j e c t s  u n d e r  AS  4 4 . 8 8 . 1 5 5  - 44. 8 8 . 1 5 9 :

6 (1) d e t e r m i n a t i o n  of b o r r o w e r  e l i g i b i l i t y ;

7 (2) loan g u i d e l i n e s  a n d  t e r m s  inc l u d i n g ,  but not l i m i t e d

8 to, m a x i m u m  l o a n  a m o unts a n d  r e q u i r e d  l o a n - t o - v a l u e  ratios, but ex-

9 e l u d i n g  loan i n t e r e s t  rates;

10 (3) c h a r a c t e r i s t i c s  of p r o j e c t s  e l i g i b l e  for loans or

11 p u r c h a s e  of loans; a nd

12 (4) the q u a l i f i c a t i o n s  of loan o r i g i n a t o r s  and s e r vicers

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

14 loans.

15 (h) The a u t h o r i t y  s h a l l  a d opt r e g u l a t i o n s  n e c e s s a r y  for the

16 f o l l o w i n g  p u r p o s e s  in c o n n e c t i o n  w i t h  its p r o g r a m  for e n c o u r a g i n g  the

17 e x p o r t a t i o n  of A l a s k a  goods, s e r v i c e s ,  a n d  r a w  m a t e r i a l s  u n d e r  AS  44.-

18 8 8 . 3 0 0  - 44.88.390:

19 (1) e s t a b l i s h i n g  c r i t e r i a  f or the e l i g i b i l i t y  of e x p orters

20 a nd e x p o r t  t r a n s a c t i o n s  fo r  the l o a n  g u a r a n t e e s  p r o v i d e d  in AS 44.88.-

21 300;

22 (2) s e t t i n g  out the m i n i m u m  e q u i t y  i n t erest a b o r r o w e r  must

23 h a v e  in the b o r r o w e r ' s  b u s i n e s s  to q u a l i f y  f or a loan g u a r a n t e e  u n d e r

24 A S  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8.390;

25 (3) a d o p t i o n  of  c o l l a t e r a l  or  s e c u r i t y  r e q u i r e m e n t s  to

26 e n s u r e  t he full re p a y m e n t  of l o a n  g u a r a n t e e s  and s o l v e n c y  of an insur-

27 a n c e  p r o g r a m  e s t a b l i s h e d  u n d e r  AS 4 4 . 8 8 . 3 0 0  - 4 4 . 8 8.390;

28 (4) p r o v i d i n g  g u i d e l i n e s  f o r  e x t e n s i o n  of a loan g u a r a n t e e

29 u n d e r  AS 4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0 ;
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1 (5) s e t t i n g  out the m a x i m u m  a g g r e g a t e  a m o u n t  of  g u a r a n t e e d

2 f i n a n c i n g  a v a i l a b l e  to a n  e x p o r t e r  a n d  t he m a x i m u m  a m o u n t  of guaran-

3 teed f i n a n c i n g  a v a i l a b l e  for a t r a n s a c t i o n  e l i g i b l e  for g u a r a n t e e d

4 f i n a n c i n g ;

5 (6) e s t a b l i s h i n g  t he limits o n  the i n t e r e s t  that m a y  be

6 c h a r g e d  fo r  g u a r a n t e e d  f i n a n cings, t he m a x i m u m  fees that a p a r t i c i p a t -

7 in g  f i n a n c i a l  i n s t i t u t i o n  m a y  c h a r g e  for m a k i n g  a l o a n  tha t  w i l l  be

8 g u a r a n t e e d  u n d e r  AS  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0 ,  an d  the t e rms of a nd proce-

9 d u r e s  f or r e p a y m e n t  of a g u a r a n t e e d  fina icing; a nd

10 (7) e s t a b l i s h i n g  p r o c e d u r e s  f o r  m a k i n g  a c l a i m  on  the

11 g u a r a n t e e  or  i n s u r a n c e  in the event of a d e f a u l t .

12 * Sec. 13. A S  4 4 . 8 8 . 0 9 0 ( a )  is a m e n d e d  to read:

13 (a) S u b j e c t  to (g) of this section, the a u t h o r i t y  m ay b o r r o w

1.4 m o n e y  a nd m?"' issue bonds, i n c l u d i n g  but n ot l i m i t e d  to b o n d s  on w h i c h

15 the p r i n c i p a l  a nd inter e s t  are p a y a b l e [,]

16 (1) e x c l u s i v e l y  f r o m  the i n c o m e  a n d  r e c e i p t s  or  o t h e r  m o n e y

17 d e r i v e d  f rom the p r o j e c t  or  d e v e l o p m e n t  p r o j e c t  f i n a n c e d  w i t h  the

18 p r o c e e d s  of the b o n d s  or  d e r i v e d  f r o m  the e x p o r t e r  o r  e x p o r t i n g  trans-

19 a c t i o n  fi n a n c e d ,  g u a r a n t e e d ,  o r  i n s u r e d  w i t h  the p r o c e e d s  of  the

20 b o n d s ; [,]

21 (2) e x c l u s i v e l y  f r o m  the i n c o m e  a n d  r e c e i p t s  or o t h e r  m o n e y

22 d e r i v e d  f r o m  d e s i g n a t e d  p r o j e c t s  o r  d e v e l o p m e n t  p r o j e c t s  or o t her

23 s o u r c e s  w h e t h e r  or not the y  a re f i n a n c e d , i n s u r e d ,  o r  g u a r a n t e e d  in

24 w h o l e  o r  in  p a r t  w i t h  the p r o c e e d s  of the b o n d s ^  [,] or

25 (3) f rom its i n c o m e  ar'1 ' ' c e i p t s  or  o t h e r  a s s e t s  generally,

26 or  a d e s i g n a t e d  p a r t  or p A rts of ^m.

27 * Sec. 14, A S  4 4 . 8 8 . 090(fe) is r e p e a l e d  a nd r e e n a c t e d  to read:

28 (e) B e f o r e  i s s u i n g  b o nds, the a u t h o r i t y  s h a l l  p r o v i d e  fo r  con-

29 s i d e r a t i o n  at least s u f f i cient, in the j u d g m e n t  of t he a u t h o r i t y ,  to
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1 p a y  the p r i n c i p a l  of a nd i n t e r e s t  o n  the b o nds as t h e y  b e c o m e  d ue a nd

2 to c r e a t e  a n d  m a i n t a i n  the r e s e r v e s  for the p a y m e n t s  that the authori-

3 ty c o n s i d e r s  n e c e s s a r y  o r  d e s i r a b l e ,  and to m e e t  all o b l i g a t i o n s  in

4 c o n n e c t i o n  w i t h  the lease or a g r e e m e n t  and a ll costs n e c e s s a r y  to

5 s e r v i c e  the bonds, u n l e s s  the lease or a g r e e m e n t  p r o v i d e s  that the

6 o b l i g a t i o n s  are to be m e t  or costs are to be p a i d  by  a party o t h e r

7 t h a n  th e  aut h o r i t y .  If the bonds are b e i n g  i s s u e d  to finance a

8 p r o j e c t  or p r o j e c t s  u n d e r  A S  4 4 . 8 8 . 1 5 3  - 4 4 . 8 8 . 1 5 9 ,  t h e n  the con-

9 s i d e r a t i o n  s h all be p r o v i d e d  by lease or  o t h e r  a g r e e m e n t  r e g a r d i n g  the

10 p r o j e c t  or  p r o j ects. If the b o nds are b e i n g  i s s u e d  to finance a

11 d e v e l o p m e n t  p r o j e c t  o r  d e v e l o p m e n t  p r o j e c t s  u n d e r  AS  4 4 . 8 8 . 1 7 2  -

12 4 4 . 8 8 . 1 7 7 ,  t h e n  the c o n s i d e r a t i o n  s h all be p r o v i d e d  by lease or  o t h e r

13 a g r e e m e n t  r e g a r d i n g  the d e v e l o p m e n t  p r o j e c t  or d e v e l o p m e n t  projects.

14 If  the b o n d s  are b e i n g  i s s u e d  to p r o v i d e  m o n e y  to finance, guarantee,

15 o r  i n s u r e  an  e x p o r t i n g  t r a n s a c t i o n  u n d e r  AS  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8.390,

16 t h e n  the c o n s i d e r a t i o n  s h a l l  be p r o v i d e d  by a g r e e m e n t  w i t h  the ex-

17 p o r ter.

18 * Sec. 15. A S  4 4 . 8 8 . 0 9 0 ( g )  is a m e n d e d  to read:

19 (g) T h e  a u t h o r i t y  may not

20 (I) i s s u e  bonds, o t h e r  t h a n  r e f u n d i n g  bonds, in any 12-

21 m o n t h  p e r i o d  b e g i n n i n g  a f t e r  Jun e  30, 1982, in  an amou n t  that exceeds

22 the a m o u n t  of b o nds a u t h o r i z e d  to be i s s u e d  d u r i n g  the p r e c e d i n g

23 1 2 - m o n t h  p e r iod, u n l e s s  a d i f f e r e n t  a m o u n t  is a u t h o r i z e d  by the legis-

24 lature; or

25 (2) i s sue r e v e n u e  b o nds o t h e r  t h a n  r e f u n d i n g  b o nds for a

26 p r o j e c t  u n d e r  AS  4 4 . 8 8 . 1 5 5  - 44. 8 8 . 1 5 9 ,  for a d e v e l o p m e n t  p r o ject

27 u n d e r  A S  4 4 . 8 8 . 1 7 2  - 4 4 . 8 8 . 1 7 7 ,  or  to p r o v i d e  m o n e y  to finance,

28 g u a r a n t e e ,  or  insu r e  an  e x p o r t i n g  t r a n s a c t i o n  u n d e r  AS  4 4 . 8 8 . 3 0 0  -

29 4 4 . 8 8 . 3 9 0 ,  [THIS C H A PTER] in  an  a m ount g r e a t e r  t h a n  $ 5 0 , 0 0 0 , 0 0 0  d u r i n g
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1 any 1 2 - m o n t h  p e r i o d  b e g i n n i n g  a f t e r  Jun e  30, 1981, u n l e s s  the i s s u a n c e

2 is i n c l u d e d  s e p a r a t e l y  in the e s t i m a t e s  r e q u i r e d  in the r e p o r t  of the

3 a u t h o r i t y  u n d e r  AS  4 4 . 8 8 . 2 1 0 ( b )  and un.iess the l e g i s l a t u r e ,  by law,

4 a p p r o v e s  the issuance.

5 * Sec. 16. AS 4 4 . 8 8 . 0 9 0 ( h )  is a m e n d e d  to read:

6 (h) T he a u t h o r i t y  m a y  combine, for the p u r p o s e s  of  a s i n g l e

7 o f f e ring, b o nds f i n a n c i n g  m o r e  t h a n  one p r o j e c t  or  d e v e l o p m e n t  p r o j e c t

8 u n d e r  AS  4 4 . 8 8 . 1 5 5  - 4 4 . 8 8 . 1 5 9  o r  4 4 . 8 8 . 1 7 2  - 4 4 . 8 8 . 1 7 7 ,  a n d  bonds

9 issued to p r o v i d e  m o n e y  to finance, g u a r antee, or i n s u r e  an  e x p o r t i n g

10 t r a n s a c t i o n  u n d e r  AS 4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 90 [AS 4 4 . 8 8 . 0 1 0  - 4 4 . 8 8 . 2 2 0 ] .

11 *  Sec. 17. AS 4 4 . 8 8 . 1 0 0  is a m e n d e d  to read:

12 Sec. 4 4 . 8 8 . 1 0 0 .  T R U S T  I N D E N T U R E S  A N D  T R U S T  A G R E E M E N T S .  In the

13 d i s c r e t i o n  of the au t h o r i t y ,  an issue of b o nds m a y  be s e c u r e d  b y  a

14 trust i n d e n t u r e  or trust a g r e e m e n t  b e t w e e n  the a u t h o r i t y  a nd a corpo-

15 rate t r u s t e e  (which m a y  be a trust company, bank, or n a t i o n a l  b a n k i n g

16 a s s o c i a t i o n ,  w i t h  c o r p o r a t e  trust powers, l o c a t e d  i n side o r  o u t s i d e

17 the state) or b y  a s e c u r e d  loan a g r e e m e n t  or  o t h e r  i n s t r u m e n t  or u n d e r

18 a r e s o l u t i o n  g i v i n g  p o w e r s  to a c o r p o r a t e  t r u s t e e  ( h e r e i n a f t e r  in this

19 s e c t i o n  r e f e r r e d  to as "trust a g r e e m e n t " )  by m e a n s  of w h i c h  the auth-

20 o r i t y  may:

21 (1) m a k e  and e n t e r  i nto any a nd all the c o v e n a n t s  and

22 a g r e e m e n t s  w i t h  the t r u s t e e  or the h o l d e r s  of the b o nds w h i c h  the

23 a u t h o r i t y  m a y  d e t e r m i n e  to be n e c e s s a r y  or d e s i r a b l e ,  i n c l uding,

24 w i t h o u t  l i m i t a t i o n ,  covenants, p r o v i s i o n s ,  l i m i t a t i o n s  a n d  a g r e e m e n t s

25 as to

26 (A) the a p p l i c a t i o n ,  investment, d e p o s i t ,  u se and

27 d i s p o s i t i o n  of the p r o c e e d s  of b o nds of the a u t h o r i t y  o r  of m o n e y

28 or o t h e r  p r o p e r t y  of the a u t h o r i t y  or in w h i c h  it h as a n  inter-

29 est;

C S S B  64(L&C) -12- S B 0 0 6 4 B



I

1 (B) the f i x i n g  and c o l l e c t i o n  of rents or  o t h e r  con-

2 s i d e r a t i o n  for, an d  the o t h e r  t e rms to be  i n c o r p o r a t e d  i n ^  a

3 lease or c o n t r a c t  of sal e  of a p r o j e c t  or d e v e l o p m e n t  p r o j e c t

4 f i n a n c e d  u n d e r  A S  4 4 . 8 8 . 1 5 5  - 4 4 . 8 8 . 1 5 9  or 4 4 . 8 8 . 1 7 2  - 4 4 . 8 8 . 1 7 7 .

5 or  of a f a c i l i t y  that is p art of an  e x p o r t i n g  t r a n s a c t i o n  fi-

6 nanced, g u a r a n t e e d ,  or i n s u r e d  u n d e r  AS 4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0 ;

7 (C) the a s s i g n m e n t  by the a u t h o r i t y  o f  its r i g h t s  in

8 t he lease or  c o n t r a c t  of sale of a p r o j e c t  o r d e v e l o p m e n t  p r o j e c t

9 f i n a n c e d  u n d e r  AS  4 4 . 8 8 . 1 5 5  - 4 4 . 8 8 . 1 5 9  or  4 4 . 8 8 . 1 7 2  - 4 4 . 8 8 . 1 7 7 ,

10 o r  of a f a c i l i t y  that is p art of an  e x p o r t i n g  t r a n s a c t i o n  fi-

11 nanced, g u a r a n t e e d ,  or i n s u r e d  u n d e r  AS 4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0  or

12 in  a m o r t g a g e  or  o t h e r  s e c u r i t y  i n t e r e s t  c r e a t e d  w i t h  r e s p e c t  to

13 a p r o j e c t  or  d e v e l o p m e n t  p r o j e c t  f i n a n c e d  u n d e r  AS  4 4 . 8 8 . 1 5 5  -

14 4 4 . 8 8 . 1 5 9  or 4 4 . 8 8 . 1 7 2  - 44 . 8 8 . 1 7 7 ,  or w i t h  r e s p e c t  to a f a c i l i t y

15 that is part of  an  e x p o r t i n g  t r a n s a c t i o n  financed, g u a r a n t e e d ,  or

16 i n s u r e d  u n d e r  AS  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0  to a t r u s t e e  f o r  the

17 b e n e f i t  of the b o n d h o l d e r s ;

18 (D) the terms a n d  c o n d i t i o n s  u p o n  w h i c h  a d d i t i o n a l

19 b o n d s  of  the a u t h o r i t y  m a y  be issued;

20 (E) the v e s t i n g  i n  a t r u s t e e  of r i g hts, powers,

21 duties, funds o r  p r o p e r t y  in trust for the b e n e f i t  of bond-

22 h o l d e r s ,  in c l u d i n g ,  w i t h o u t  l i m i tation, the r i g h t  to e n f o r c e

23 p a y m e n t ,  p e r f o r m a n c e  and all o t h e r  rights of  the a u t h o r i t y  or of

24 t he b o n d h o l d e r s  [,] u n d e r  a lease, c o n t r a c t  of sale, m o r t g a g e ,

25 s e c u r i t y  a g r e e m e n t ,  o r  t r ust a g r e e m e n t  w i t h  r e s p e c t  to a p r o j e c t

26 o r  d e v e l o p m e n t  p r o j e c t  f i n a n c e d  u n d e r  AS 4 4 . 8 8 . 1 5 5  - 4 4 . 8 8 . 1 5 9  or

27 4 4 . 8 8 . 1 7 2  - 4 4 . 8 8 . 1 7 7 ,  o r  w i t h  r e s p e c t  to a f a c i l i t y  that is part

28 of an e x p o r t i n g  t r a n s a c t i o n  financed, g u a r a n t e e d ,  or i n s u r e d

29 u n d e r  A S  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0  by m a n d a m u s  or o t h e r  p r o c e e d i n g  or

S B 0 0 6 4 B -13- C S S B  64(L&C)



1 by t a k i n g  p o s s e s s i o n  of by  a g ent or  o t h e r w i s e  a n d  o p e r a t i n g  a

2 p r o j e c t  or  f a c i l i t y  an d  c o l l e c t i n g  rents or o t h e r  c o n s i d e r a t i o n

3 an d  a p p l y i n g  the same in a c c o r d a n c e  w i t h  the trust ag r e e m e n t ;

4 (2) pledge, m o r t g a g e  or  a s s i g n  money, leases, a g r e e m e n t s ,

5 p r o p e r t y  or o t h e r  asse t s  of the a u t h o r i t y  e i t h e r  p r e s e n t l y  in h a n d  or

6 to be r e c e i v e d  in  the future, or  b o th; and

7 (3) p r o v i d e  f or any o t h e r  m a t t e r s  of  lik e  or d i f f e r e n t

8 c h a r a c t e r  w h i c h  in any w a y  a f f e c t  the s e c u r i t y  o r  p r o t e c t i o n  of the

9 bonds.

10 * Sec. 18. AS 4 4 . 8 8 . 1 0 5 ( f )  is a m e n d e d  to read:

11 (f) T...e a u t h o r i t y  m a y  n ot e s t a b l i s h  a c a p i t a l  r e s e r v e  f u n d  to

12 s e cure an  i s s u e  of b o n d s  in an a m o u n t  in  e x cess of $ 1 , 0 0 0 , 0 0 0  u n l e s s

13 at least 20 p e r c e n t  of the p r i n c i p a l  a m o u n t  of the l o a n  fo r  the proj-

14 ect or  d e v e l op m ent p r o j e c t  b e i n g  f i n a n c e d  u n d e r  AS  4 4 .8 8 . 1 5 5  -

15 4 4 . 8 8 . 1 5 9  or 4 4 . 8 8 . 1 7 2  - 4 & . 8 8 . 1 7 7 ,  or of the l oan to finance. R u a r a n -

16 tee, or i n s u r e  an e x p o r t i n g  t r a n s a c t i o n  u n d e r  A S  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0

17 is r e t a i n e d  by  a f e d e r a l  or  s t a t e  c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n  or

18 the A l a s k a  C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  Bank.

19 * Sec. 19. A S  4 4 . 8 8 . 1 3 0  is a m e n d e d  to read:

20 Sec. 44. 8 8 . 1 3 0 .  P L E D G E  O F  T H E  STATE. T h e  s t ate p l e d g e s  to a nd

21 agre e s  w i t h  the h o l d e r s  of  b o n d s  i s s u e d  u n d e r  this c h a p t e r  a n d  w i t h

22 the f e d e r a l  a g e n c y  that lends [ W H I C H  LOANS] o r  c o n t r i b u t e s  funds in

23 r e s pect to a p r o j e c t  or d e v e l o p m e n t  p r o j e c t  f i n a n c e d  u n d e r  AS 4 4 . 88.-

24 155 - 4 4 . 8 8 . 1 5 9  or  4 4 . 8 8 . 1 7 2  - 4 4 . 8 8 . 1 7 7 ,  or in r e s p e c t  to an  export-

25 i ng t r a n s a c t i o n  f i n a nced, g u a r a n t e e d ,  or i n s u r e d  u n d e r  AS 4 4 . 8 8 . 3 0 0  -

26 4 4 . 8 8 . 3 9 0  [,] that the s t a t e  w i l l  n ot limit o r  a l t e r  the r i g h t s  a nd

27 p o w e r s  v e s t e d  in the a u t h o r i t y  by  this c h a p t e r  to f u l f i l l  the terms of

28 a c o n tract m a d e  by  the a u t h o r i t y  w i t h  the h o l d e r s  or  f e d e r a l  a g e n c y

29 and that the s t ate w i l l  not [, OR] in  a n y  w a y  i m p a i r  the r i g h t s  and
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1 r e m e d i e s  of the h o l d e r s  u n t i l  the bonds, t o g e t h e r  w i t h  the i n t e r e s t  on

2 t h e m  w i t h  i n t e r e s t  o n  u n p a i d  i n s t a l l m e n t s  of interest, a n d  all costs

3 a n d  e x p e n s e s  in  c o n n e c t i o n  w i t h  a n  a c t i o n  or p r o c e e d i n g  by or  on

4 b e h a l f  of the h o l d e r s  [,] are f u l l y  m et a nd dis c h a r g e d .  T he a u t h o r i t y

5 is a u t h o r i z e d  to i n c l u d e  this p l e d g e  a n d  a g r e e m e n t  of the state,

6 i n s o f a r  as it r e f e r s  to h o l d e r s  of b o n d s  of the a u t h o r i t y ,  i n  a con-

7 tract w i t h  the h o l d e r s  [,] a n d A  i n s o f a r  as it r e l a t e s  to a f e d eral

8 agency, in  a c o n t r a c t  w i t h  the f e d e r a l  agency.

9 * Sec. 20. AS 4 4 . 8 8 . 1 4 0  is a m e n d e d  to read:

10 Sec. 4 4 . 8 8.140. E X E M P T I O N  F R O M  T A X A T I O N .  (a) T he real and

11 p e r s o n a l  p r o p e r t y  of the a u t h o r i t y  a n d  its assets, i n c o m e ^  a n d  re-

12 c e ipts are d e c l a r e d  to ba the p r o p e r t y  of a p o l i t i c a l  s u b d i v i s i o n  of

13 the s t ate and, t o g e t h e r  w i t h  a n y  p r o j e c t  or d e v e l o p m e n t  p r o j e c t  fi-

14 n a n c e d  u n d e r  A S  4 4 . 8 8 . 1 5 5  - 4 4 . 8 8 . 1 5 9  o r  4 4 . 8 8 . 1 7 2  - 4 4 . 8 8 . 1 7 7 ,  [THIS

15 C H A PTER] a nd a l e a s e h o l d  i n t e r e s t  c r e a t e d  i n  a p r o j e c t  or d e v e l o p m e n t

16 p r o j e c t  f i n a n c ed [ A P P L I C A N T  O R  O T H E R  PERSON] u n d e r  AS 4 4 . 8 8 . 1 5 5  -

17 4 4 . 8 8 . 1 5 9  or 4 4 . 8 8 . 1 7 2  - 4 4 . 8 8 . 1 7 7  [THIS C H A P TER], d e v o t e d  to an

18 e s s e n t i a l  p u b l i c  an d  g o v e r n m e n t a l  f u n c t i o n  a n d  p u r p o s e ,  and the

19 p r o perty, assets, income, r e c e i p t s ,  p r o j e c t , d e v e l o p m e n t  p r o j e c t ,  a nd

20 l e a s e h o l d  i n t e r e s t s  shall be  e x e m p t  f r o m  a ll taxes a nd s p e c i a l  assess-

21 m e n t s  of the s t ate or a p o l i t i c a l  s u b d i v i s i o n  of the state, including,

22 w i t h o u t  limitation, all b o r o u g h s ,  cities, m u n i c i p a l i t i e s ,  scho o l

23 d i s t r i c t s ,  p u b l i c  u t i l i t y  d i s t r i c t s  a n d  o t h e r  t a x i n g  units. A l l  b o nds

24 of the a u t h o r i t y  are d e c l a r e d  to be i s s u e d  by  a p o l i t i c a l  s u b d i v i s i o n

25 of the s t ate a n d  f or an e s s e n t i a l  p u b l i c  a n d  g o v e r n m e n t a l  p u r p o s e  and

26 to be  a p u b l i c  i n s t r u m e n t a l i t y ^  an d  the bonds, a nd th e  i n t e r e s t  on

27 them, the i n c o m e  f r o m  t h e m  a nd t he t r a n s f e r  of the b o nds, and a ’l

28 assets, i n come an d  r e c e i p t s  p l e d g e d  to p a y  or secu r e  the p a y m e n t s

29 [PAYMENT] of the bonds, o r  i n t e r e s t  o n  them, shall at all t i mes be
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1 e x e m p t  from t a x a t i o n  by  o r  u n d e r  the a u t h o r i t y  of the state, e x c e p t

2 f o r  i n h e r i t a n c e  a nd e s t a t e  taxes and taxes on t r a n s f e r s  by o r  in

3 c o n t e m p l a t i o n  of death. N o t h i n g  in this s e c t i o n  a f f e c t s  o r  limits an

4 e x e m p t i o n  fro m  l i c ense fees, p r o p e r t y  taxes, or  excise, i n c o m e  o r  any

5 o t h e r  taxes, p r o v i d e d  u n d e r  a ny o t h e r  law, n o r  does it c r e a t e  a tax

6 e x e m p t i o n  w i t h  respect to the i n t e r e s t  of  any b u s i n e s s  e n t e r p r i s e  or

7 o t h e r  p e rson, o t h e r  t h a n  the au t h o r i t y ,  in any p r o p e r t y ,  assets,

8 income, receipts, p r o j e c t , d e v e l o p m e n t  p r o ject, or lease w h e t h e r  or

9 not f i n a n c e d  u n d e r  this chapter.

10 (b) Th e  a u t h o r i t y  m a y  e n t e r  into a g r e e m e n t s  w i t h  an  a p p l i c a n t  or

11 [A] p r o p o s e d  [PROJECT] a p p l i c a n t  u n d e r  this c h a p t e r  [OR P R O J E C T  A P P L I -

12 CANT] p r o v i d i n g  for p a y m ents, c o m p u t e d  o n  a formula b a sis o r  o t h e r w i s e

13 [,] in lieu of taxes, w h i c h  t he a u t h o r i t y  m ay c o n s i d e r  a p p r o p r i a t e .

14 T h e  a g r e e m e n t  m a y  p r o v i d e  that the p a y m e n t s  be m a d e  to the p o l i t i c a l

15 s u b d i v i s i o n  of  the s t ate in w h i c h  a p r o j e c t  or d e v e l o p m e n t  p r o j e c t  is

16 o r  is to be l o c a t e d  or to any o t h e r  t a x i n g  unit of the s t a t e  includ-

17 ing, w i t h o u t  l i m i tation, a borough, city, m u n i c i p a l i t y ,  s c h o o l  dis-

18 t r ict or  p u b l i c  u t i l i t y  d i s t r i c t ,  the a r e a  of w h i c h  is c o t e r m i n o u s  in

19 w h o l e  or  in p a r t  w i t h  that of the p o l i t i c a l  subdivision.

20 * Sec. 21. AS 4 4 . 8 8 . 1 5 5 ( a )  is a m e n d e d  to read:

21 Sec. 44 . 8 8 . 1 5 5 .  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  [ F U N D ] . (a) The

22 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  [FUND] is e s t a b l i s h e d  in  the r e v o l v i n g

23 f u n d  [ A U T H O R I T Y ] . T he 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  [FUND] is a

24 trust f u n d  for the use s  a n d  p u r p o s e s  of thi s  c h a p t e r  [AS 4 4 . 8 8 . 0 1 0  -

25 4 4 . 8 8 . 2 2 0 ] .  T h e  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  [FUND] c o n s i s t s  of

26 m o n e y  o r  a s s e t s  a p p r o p r i a t e d  o r  t r a n s f e r r e d  to the a u t h o r i t y  and o t h e r

27 m o n e y  o r  a s s e t s  d e p o s i t e d  in it by the a u t h ority.

28 * Sec. 22. AS 4 4 . 8 8 . 1 5 5 ( b )  is a m e n d e d  to read:

29 (b) T he a u t h o r i t y  m a y  e s t a b l i s h  in  the e n t e r p r i s e  d e v e l o p m e n t
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1 a c c ount [FUND] a small e n t e r p r i s e  l o a n  account, a l o a n  i n s u r a n c e

2 account, a n d  o t h e r  a c c o u n t s  it c o n s i d e r s  app r o p r i a t e .

3 * Sec. 23. A S  4 4 . 8 8 . 155(c) is a m e n d e d  to read:

4 (c) M o n e y  a nd o t h e r  a s s e t s  of 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 ount

5 [FUND] ma y  be u s e d  to s e c u r e  b o n d s  of the a u t h o r i t y  i s s u e d  to f i n ance

6 the p u r c h a s e  of loans f or p r o j e c t s  [,] a nd shall be h e l d  and i n v e s t e d

7 by the a u t h o r i t y  in  the types of i n v e s t m e n t s  d e s c r i b e d  in  A S  37.10.-

8 070(a) and A S  3 9 . 3 5 . 1 1 0 ( a ) ( 9 )  and (14) or  s h a l l  be u s e d  to p u r c h a s e

9 loans for p r o j e c t s  [AS D E F I N E D  IN AS  4 4 . 8 8 . 2 2 0 ] .

10 * Sec. 24. A S  4 4 . 8 8 . 1 5 5 ( d )  is a m e n d e d  to read:

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

12 a ssets of 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 r  w i t h  p r o c e e d s  of bonds

13 s e c u r e d  by a s sets of 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  than a

14 loan w h i c h  is f i n a n c e d  w i t h  the p r o c e e d s  of b o nds of  the a u t h o r i t y  and

15 s e c u r e d  onl y  by a p r o j e c t  a p p l i c a n t  or a p r o ject,

16 (1) m a y  not e x c e e d

17 (A) $ 1 0 , 0 0 0 , 0 0 0 ;  or

18 (B) $ 5 0 0 , 0 0 0  if the l o a n  is p u r c h a s e d  u n d e r  AS  4 4 .88.-

19 158;

20 (2) m a y  not e x c e e d  the cost of the p r o j e c t  o r  75 p e r c e n t  of

21 the a p p r a i s e d  v a l u e  of the 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

22 amou n t  of the loa n  in e x c e s s  of this limit is f e d e r a l l y  i n s u r e d  or

23 g u a r a n t e e d  or  is i n s u r e d  by 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  company;

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

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

26 d ate the l o a n  is made, w h i c h e v e r  is earlier;

27 (4) s h all 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  satis-

28 factory 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  by  the bo r r o w e r ;

29 (5) s h all be  in  the f o r m  a nd c o n t a i n  th e  terms a nd
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1 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 airs, a l t e r a t i o n s ,  p a y m e n t  of

2 taxes a n d  a s s e s s m e n t s ,  d e f a u l t  re s e r v e s ,  d e l i n q u e n c y  charges, d e f ault

3 r e m e dies, 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  l i e n s ^  and o t h e r  m a t t e r s

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

5 (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  by a m o r t g a g e  or  o t h e r

6 s e c u r i t y  i n s t r u m e n t  in t he 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

7 to a s s u r e  t i m e l y  r a 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  into w i t h

8 the b o r r o w e r ;

9 (7) m a y  not be m a d e  u n l e s s

10 (A) at l e ast 10 p e r c e n t  of  the p r i n c i p a l  amount of the

11 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

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

13 g u a r a n t e e d  by the U n i t e d  S t a t e s  or a n  a g e n c y  o r  i n s t r u m e n t a l i t y

14 o f  the U n i t e d  States;

15 (8) m u s t  be

16 (A) at least p a r t i a l l y  g u a r a n t e e d  by the U n i t e d  States

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

18 t he p r o v i s i o n s  of AS  4 4 . 8 8 . 1 5 8 ;  [OR]

19 (B) f i n a n c e d  f r o m  t he p r o c e e d s  of bonds; or

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

21 p r o c e e d s  of bonds.

22 * Sec. 25. AS 4 4 . 8 8 . 1 5 5 ( e )  is a m e n d e d  to read:

23 (e) T h e  a u t h o r i t y  m a y  a d opt r e g u l a t i o n s  f o r  the a d m i n i s t r a t i o n

24 of 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  i n c l u d i n g  [FUND W H I C H  M A Y  IN-

25 C L U D E ] , w i t h o u t  l i m i t a t i o n ,  p r o v i s i o n s  f o r  fees a n d  a g r e e m e n t s  re-

26 l a t i n g  to a p p l i c a t i o n ,  l o a n  c o m m i t m e n t ,  s e r v i c i n g ,  a n d  o r i g i n a t i o n  of

27 loans by  o t h e r  lenders.

28 * Sec. 26. A S  4 4 . 8 8 . 1 5 5 ( f )  is a m e n d e d  to read:

29 (f) T h e  a u t h o r i t y  m a y  e n t e r  i nto a g r e e m e n t s  as to the use of  the

C S S B  6 4 (L&C) -18- S B 0 0 6 4 B



1 m o n e y  in 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  [ F U N D ] , i n c l u d i n g  w i t h o u t

2 l i m i tation, trust or c u s t o d y  a r r a n g e m e n t s  w i t h  b a n k s  or  t r ust com-

3 panies. It m ay also pledge, assign, or  grant the a g r e e m e n t ,  i n t e r e s t s

4 u n d e r  an ag r e e m e n t ,  or i n t erests in 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

5 [FUND] as m a y  be n e c e s s a r y  or  a p p r o p r i a t e  to p r o v i d e  for p a y m e n t  a nd

6 s e c u r i t y  for b o nds of the a u t h o r i t y  i s s u e d  to f i n a n c e  the p u r c h a s e  by

7 the a u t h o r i t y  of loans for p r o j e c t s .

8 * Sec. 27. A S  4 4 . 8 8 . 1 5 5  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

9 (h) The p r o v i s i o n s  of  this s e c t i o n  a p p l y  o n l y  w i t h  r e s p e c t  to

10 loans p u r c h a s e d  or  m a d e  by the a u t h o r i t y  for p r o j e c t s  u n d e r  A S  4 4 . 8 8 . -

11 155 - 4 4 . 8 8.159.

12 * Sec. 28. AS 4 4 . 8 8 . 1 5 7 ( a )  is a m e n d e d  to read:

13 (a) Th e  l oan i n s u r a n c e  a c c o u n t  is e s t a b l i s h e d  in the r e v o l v i n g

14 fund. T he p u r p o s e  of the loa n  i n s u r a n c e  a c c o u n t  is to p r o v i d e  insur-

15 ance of m o r t g a g e  loans and o t h e r  loans m a d e  o r  p u r c h a s e d  by the au-

16 t h o r i t y  u n d e r  AS  4 4 . 8 8 . 1 5 5 . or m a d e  by  o t h e r s  and a p p r o v e d  f o r  insur-

17 ance by the a u t h ority, for a p r o ject. T h e  a u t h o r i t y  m a y  e n t e r  into

18 a g r e e m e n t s  as to the u se of m o n e y  in the l o a n  i n s u r a n c e  a c c o u n t  and

19 m a y  p l e dge, assign, or g r ant i n t e r e s t s  i n  the l o a n  i n s u r a n c e  a c c o u n t

20 as p r o v i d e d  in  this section. T he a u t h o r i t y  m a y  a d opt r e g u l a t i o n s  and

21 e n t e r  into a g r e e m e n t s  w i t h  r e s p e c t  to the e x e r c i s e  of a n y  p o w e r  or

22 a p p r o v a l  r e l a t i n g  to the l oan i n s u r a n c e  a c c o u n t  u n d e r  this section,

23 including, w i t h o u t  limitation, a g r e e m e n t s  as to the u se of m o n e y  in

24 the loan i n s u r a n c e  account, a g r e e m e n t s  w i t h  r e s p e c t  to the t e r m s  a nd

25 c o n d i t i o n s  u p o n  w h i c h  p a y m e n t s  f r o m  the l o a n  i n s u r a n c e  a c c o u n t  w i l l  be

26 m a d e  w i t h  r e s p e c t  to a loan i n s u r e d  u n d e r  this s e c tion, a g r e e m e n t s  as

27 to s e p a r a t e  s u b a c c o u n t s  in the l o a n  i n s u r a n c e  a c c o u n t  f o r  d i f f e r e n t

28 c a t e g o r i e s  of loans or as to loans m a d e  by the a u t h o r i t y  or  a n y  o t h e r

29 p e r son, a nd a g r e e m e n t s  r e g a r d i n g  the p a y m e n t  of a n d  s e c u r i t y  f o r  b o nds
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1 i s s u e d  by the a u t h ority. A n  a g r e e m e n t ,  the r i ghts of the a u t h o r i t y

2 u n d e r  an ag r e e m e n t ,  or  p a y m e n t s  r e c e i v e d  or to be r e c e i v e d  u n d e r  an

3 a g r e e m e n t  m a y  be p l e d g e d  or  a s s i g n e d  b y  the a u t h o r i t y  for the b e n e f i t

4 of the h o l d e r s  of b o n d s  i s s u e d  b y  the authority.

5 * Sec. 29. AS 4 4 . 8 8 . 1 5 7 ( b )  is a m e n d e d  to read:

6 (b) Th e  a u t h o r i t y  ii, . u p o n  a p p l i c a t i o n  of a b o r r o w e r  or  pro-

7 p o s e d  bo r r o w e r ,  i n s u r e  a nd m a k e  a d v a n c e  c o m m i t m e n t s  to i n s u r e  l oan

8 r e p a y m e n t s  r e q u i r e d  u n d e r  the t e r m s  of  a l o a n  m a d e  by it or by  a n o t h e r

9 l e n d e r  w i t h  r e s p e c t  to a p r o j e c t ,  u p o n  the terms a n d  c o n d i t i o n s  the

10 a u t h o r i t y  p r e s c r i b e s .  To be e l i g i b l e  for i n s u r a n c e  u n d e r  this s e c t i o n

11 [AS 44 8 8 . 0 1 0  - 4 4 . 8 8 . 2 2 0 ] ,  a l o a n  f or a p r o j e c t

12 (1) s h all be h e l d  by the a u t h o r i t y  or by a l e n d e r  a p p r o v e d

13 by the a u t h o r i t y  as r e s p o n s i b l e  and a b l e  to s e r v i c e  the loan;

14 (2) m a y  not e x c e e d  $ 1 0 , 0 0 0 , 0 0 0  f or a p r o ject, or  90 p e r c e n t

15 of the cost of  the p r o j e c t  or  90 p e r c e n t  of  the a p p r a i s e d  v a l u e  of the

16 proje c t ,  w h i c h e v e r  is less;

17 (3) m a y  not be m a d e  f o r  a t e r m  l o n g e r  t h a n  t h r e e - q u a r t e r s

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

19 f rom the d a t e  of i s s u a n c e  of  the i n s u rance, w h i c h e v e r  is earlier;

20 (4) s h all 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  satis-

21 f a c tory 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  by the b o r r o w e r ;

22 and

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

24 to insurance, r e p airs, a l t e r a t i o n s ,  p a y m e n t  of t a xes a nd a s s e s s m e n t s ,

25 d e f a u l t  r e s erves, 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  re m e d i e s ,  a c c e l e r a t i o n

26 of m a t u r i t y ,  a d d i t i o n a l  a n d  s e c o n d a r y  lien3, a nd o t h e r  m a t t e r s  that

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

28 * Sec. 30. AS 4 4 . 8 8 . 1 5 7 (k) is a m e n d e d  to read:

29 (k) A  l oan m a y  not be i n s u r e d  u n d e r  this s e c t i o n  [FROM A  L O A N
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1 I N S U R A N C E  A C C O U N T  W I T H I N  T H E  E N T E R P R I S E  DEVE;.-. '*^„NT FUND] if the loan

2 is for a p r o j e c t  the cost of  w h i c h  e x c e e d s  $ 1 3 , 0 0 0 , 0 0 0 .

3 * Sec. 31. AS 4 4 . 8 8 . 1 5 7 ( 1 )  is a m e n d e d  to read:

4 (1) A loan in e x c e s s  of $ 1 , 0 0 0 , 0 0 0  m a y  n ot be i n s u r e d  u n d e r  this

5 s e c t i o n  [FROM A  L O A N  I N S U R A N C E  A C C O U N T  W I T H I N  T H E  E N T E R P R I S E  D E V E L O P -

6 M E N T  FUND] u n l e s s  at least 20 p e r c e n t  of the p r i n c i p a l  a m o u n t  of the

7 l oan is r e t a i n e d  by a f e d e r a l  o r  s t a t e  c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n

8 or  the A l a s k a  C o m m e r c i a l  F i s h i n g  a nd A g r i c u l t u r e  Bank.

9 * Sec. 32. AS  4 4 . 8 8 . 1 5 8 ( a )  is a m e n d e d  to read:

10 Sec. 44. 8 8 . 1 5 8 .  E N T R E P R E N E U R I A L  A N D  S M A L L  B U S I N E S S  E N T E R P R I S E

11 L O A N  A C C OUNT, (a) A n  e n t r e p r e n e u r i a l  a nd [A] s m a l l  b u s i n e s s  enter-

12 p r i s e  l oan a c c o u n t  is e s t a b l i s h e d  i n  the r e v o l v i n g  [ E N T E R P R I S E  DE-

13 V E L O P M E N T ]  fund. The a c c o u n t  m a y  be  c o m p o s e d  of m o n e y  or a s sets

14 a p p r o p r i a t e d  or t r a n s f e r r e d  to the a u t h ority, i n t e r e s t  o n  i n v e s t m e n t s

15 and loans of the e n t r e p r e n e u r i a l  a n d  s m all b u s i n e s s  e n t e r p r i s e  l o a n

16 account, the u n p l e d g e d  i n c o m e  of t h e  r e v o l v i n g  [ E N T E R P R I S E  D E V E L O P -

17 MENT] fund, and o t h e r  m o n e y  or  a s s e t s  d e p o s i t e d  in it by the a u t hori-

18 ty.

19 * Sec. 33. A S  4 4 . 8 8 . 1 5 8 ( b )  is a m e n d e d  to read:

20 (b) T h e  a u t h o r i t y  m a y  u se m o n e y  in  the e n t r e p r e n e u r i a l  a nd small

21 b u s i n e s s  e n t e r p r i s e  loa n  a c c o u n t  to p u r c h a s e  or p a r t i c i p a t e  in the

22 p u r c h a s e  of loans to e n t r e p r e n e u r i a l  a n d  s m a l l  b u s i n e s s  e n t e r p r i s e s

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

24 f i n a ncial i n s t i t u t i o n  a f t e r  J u n e  30, 1981, to a n  e n t r e p r e n e u r i a l  or

25 [A] small b u s i n e s s  e n t e r p r i s e  to p ay the cost of a p r o j e c t  or ex-

26 p o r t i n g  t r a n s a c t i o n  [, A S  D E F I N E D  IN A S  4 4 . 8 8 . 2 2 0 ] ,  if the loan is

27 g u a r a n t e e d  by 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  of the

28 U n i t e d  States, in c l u d i n g ,  but n o t  l i m i t e d  to, the S m all B u s i n e s s

29 A d m i n i s t r a t i o n ,  the N a t i o n a l  M a r i n e  F i s h e r i e s  Servi c e ,  and the F a r m e r s
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1 H o m e  A d m i n i s t r a t i o n .

2 * Sec. 34. A S  4 4 . 8 8 . 1 5 9  is a m e n d e d  by  a d d i n g  a n e w  s u b s e c t i o n  to read:

3 (d) T h e  p r o v i s i o n s  of this s e c t i o n  a p p l y  o n l y  to loans f i n a n c e d

4 u n d e r  A S  4 4 . 8 8 . 1 5 5  - 44 . 8 8 . 1 5 9 .

5 * Sec. 35. AS  4 4 . 8 8 . 1 7 2  is a m e n d e d  to read:

6 Sec. 4 4 . 8 8 . 1 7 2 .  E C O N O M I C  D E V E L O P M E N T  A C C O U N T  [FUND]. (a) T he

7 e c o n o m i c  d e v e l o p m e n t  a c c o u n t  [FUND] is e s t a b l i s h e d  in the r e v o l v i n g

8 f u n d [AUTHORITY]. T he a c c o u n t  [FUND] c o n s i s t s  of m o n e y  or asse t s

9 a p p r o p r i a t e d ,  loaned, or  t r a n s f e r r e d  to the au t h o r i t y ,  an d  o t h e r  m o n e y

10 or a s sets d e p o s i t e d  in the a c c o u n t  [FUND] by the a u t h ority. T he

11 a c c o u n t  [FUND] m a y  [ONLY] be  u s e d  o n l y  to finance, acquire, m a nage,

12 a nd o p e r a t e  d e v e l o p m e n t  p r o j e c t s  tha t  the a u t h o r i t y  i n t e n d s  to o w n  a nd

13 o p e rate. T h e  t e r m  " o p e r a t e "  i n c l u d e s  o p e r a t i o n  d i r e c t l y  by  the au-

14 thority, o r  by an  agent of  the a u t h ority.

15 (b) If a d e v e l o p m e n t  p r o j e c t  is f i n a n c e d  or d e v e l o p e d  t h r o u g h

16 u s e  of the a s s e t s  of the e c o n o m i c  d e v e l o p m e n t  a c c ount [ F U N D ] , the

17 a u t h o r i t y  m a y  not p l edge or u s e  [OTHER] a s s e t s  of the e n t e r p r ise de-

18 v e l o p m e n t a c c o u n t  e s t a b l i s h e d  in  A S  4 4 . 8 8 . 1 5 5  [AUTHORITY] to a s sist in

19 the financing, d e v e l o p m e n t ,  o r  o p e r a t i o n  of the d e v e l o p m e n t  project.

20 H o w e v e r ,  w h e t h e r  or  not the a u t h o r i t y  u s e s  the e c o n o m i c  d e v e l o p m e n t

21 a c c o u n t  [FUND], it m a y  i s s u e  b o n d s  to f i n a n c e  a d e v e l o p m e n t  p r o j e c t

22 a n d  m a y  s e c u r e  the b o n d s  w i t h  a m o r t g a g e ,  pledge, o r  a s s i g n m e n t  of the

23 d e v e l o p m e n t  p r o j e c t  or of  r e v e nues, m o n e y ,  or a g r e e m e n t s  a t t r i b u t a b l e

24 to the d e v e l o p m e n t  p r o j e c t  or the b o n d s . F i n a n c i n g  a s s i s t a n c e  pro-

25 v i d e d  w i t h  r e s p e c t  to a d e v e l o p m e n t  p r o j e c t  u n d e r  this s e c t i o n  shall,

26 to the m a x i m u m  e x t e n t  r e a s o n a b l e  u n d e r  the c i r c u m s t a n c e s ,  be m a d e  in

27 the f o r m  of a loan to the p r o j e c t  [AS P R O V I D E D  IN  SEC. 10 O F  THI S

28 A C T ] .

29 * Sec. 36. AS  4 4 . 8 8 . 1 9 0  is a m e n d e d  by  a d d i n g  a n e w  s u b s e c t i o n  to read:
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1 (c) A loan p u r c h a s e d  or f i n a n c e d  by the a u t h o r i t y  in w h o l e  or in

2 p a r t  is e x empt f r o m  the p r o v i s i o n s  of AS  45.45.010. A  g u a r a n t e e

3 e x t e n d e d  u n d e r  AS 4 4 . 8 8 . 3 0 0  or in s u r a n c e  p r o v i d e d  u n d e r  AS  4 4 . 8 8 . 3 9 0

4 d o e s  not c o n s t i t u t e  i n s u r a n c e  for the p u r p o s e s  of AS 21.03.010.

5 * Sec. 37. AS 4 4 . 8 8 . 2 2 0  is a m e n d e d  by a d d i n g  n e w  p a r a g r a p h s  to read:

6 (13) " d e v e l o p m e n t  p r o j e c t "  m e a n s  a p l ant or  f a c i l i t y  u s e d  or

7 i n t e n d e d  for use in c o n n e c t i o n  w i t h  m a k i n g ,  pr o c e s s i n g ,  p r e p a r i n g ,  or

8 p r o d u c i n g  goods, pr o d u c t s ,  or s u b s t ances, or  in c o n n e c t i o n  w i t h  de-

9 v e l o p i n g  or u t i l i z i n g  a n a t u r a l  resource, or  e x t r a cting, smelting,

10 t r a n s p o r t i n g ,  c o n v e rting, a s s e m b l i n g ,  or  p r o d u c i n g  m i n e r a l s ,  r aw

11 m a t e r i a l s ,  chemicals, co m p o u n d s ,  alloys, fibers, c o m m o d i t i e s  and

12 m a t e r i a l s ,  pr o d u c t s ,  or sub s t a n c e s ;

13 (14) " e n t r e p r e n e u r i a l  e n t e r p r i s e "  m e a n s  an  e n t e r p r i s e  in

14 w h i c h  one or m o r e  i n d i v i d u a l s  hav e  an  o w n e r s h i p  interest in an  innova-

15 tive v e n t u r e  or  v e n tures;

16 (15) " r e v o l v i n g  fund" m e a n s  the A l a s k a  I n d u s t r i a l  D e v e l o p -

17 m ent A u t h o r i t y  r e v o l v i n g  fund c r e a t e d  in A S  44.88.060.

18 *  Sec. 38. AS 4 4 .88 is a m e n d e d  by a d d i n g  n e w  s e c tions to read:

19 A R T I C L E  5. E X P O R T  A S S I STANCE.

20 Sec. 4 4 . 8 8.300. G U A R A N T E E D  F U N D I N G  F O R  E X P O R T  T R A N S A C T I O N S .  The

21 a u t h o r i t y  m a y  p r o v i d e  g u a r a n t e e d  funding, t h r o u g h  a p a r t i c i p a t i n g

22 b a n k i n g  o r g a n i z a t i o n ,  for an e x port t r a n s a c t i o n  that the a u t h o r i t y

23 d e t e r m i n e s  is e l i g i b l e  u n d e r  AS  4 4 . 8 8.310.

24 Sec. 44 . 8 8 . 3 1 0 .  E L I G I B I L I T Y  O F  E X P O R T  T R A N S A C T I O N S .  A n  e x p o r t -

25 ing c o n tract is a t r a n s a c t i o n  e l i g i b l e  for g u a r a n t e e d  f u n d i n g  u n d e r

26 A S  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0  if, in the j u d g m e n t  of the a u t h ority, it w i l l

27 crea t e  or m a i n t a i n  e m p l o y m e n t  in the s t ate a nd it

28 (1) p r o m o t e s  the sal e  a b r o a d  of raw m a t e r i a l s  e x t r a c t e d  in

29 the state, or goods w h o s e  final s t age of p r o d u c t i o n  o c curs i n  the
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1 state, that c o n s t i t u t e s  25 p e r c e n t  or m o r e  of  the c o n t r a c t  price;

2 (2) p r o v i d e s  for t he r e n d e r i n g  of s e r v i c e s  a b r o a d  by a

3 b u s i n e s s  l o c a t e d  i n  the s t a t e  if 25 p e r c e n t  o r  m o r e  of the c o n t r a c t

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

5 r e s i d i n g  in the state;

6 (3) p r o m o t e s  the sal e  a b r o a d  of r a w  m a t e r i a l s  o r  g o ods

7 d i s t r i b u t e d  by a b u s i n e s s  l o c a t e d  i n  t he s t a t e  if

8 (A) 25 p e r c e n t  or  m o r e  o f  the c o n t r a c t  p r i c e  c o n s i s t s

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

10 r e s i d i n g  or l o c a t e d  in t h e  state; o r

11 (B) the b u s i n e s s  h a s  a s i g n i f i c a n t  r e l a t i o n s h i p  w i t h

12 t he s t ate b a s e d  u p o n

13 (i) the a m o u n t  of c a p i t a l  i n v e s t m e n t s  it h a s  that

14 a re l o c a t e d  i n  the state;

15 (ii) the n u m b e r  of s t a t e  r e s i d e n t s  e m p l o y e d  by  the

16 b u s i n e s s ;

17 (iii) the a m o u n t  of b u s i n e s s  t r a n s a c t e d  in t he

18 state; or

19 (iv) a c o m b i n a t i o n  of (i) - (iii); or

20 (4) p r o v i d e s  b o t h  for t h e  s a l e  a b r o a d  of  r a w  m a t e r i a l s

21 e x t r a c t e d  i n  the s t a t e  o r  g o o d s  w h o s e  f i n a l  s t a g e  o f  p r o d u c t i o n  o c c u r s

22 i n  the state, and fo r  t h e  r e n d e r i n g  of s e r v i c e s  a b r o a d  b y  s t a t e  resi-

23 dents, the a g g r e g a t e  v a l u e  of w h i c h  is 25 p e r c e n t  or m o r e  o f  the

24 c o n t r a c t  price.

25 Sec. 4 4 . 8 8 . 3 2 0 .  L I M I T A T I O N S  O N  G U A R A N T E E S .  (a) T h e  a u t h o r i t y

26 m a y  n ot g u a r a n t e e  m o r e  t h a n  90 p e r c e n t  o f  a l o a n  u n d e r  AS  4 4 . 8 8.300.

27 (b) T h e  a u t h o r i t y  m a y  n o t  g u a r a n t e e  a l o a n  u n d e r  A S  4 4 . 8 8 . 3 0 0

28 u n l e s s  the a u t h o r i t y  f i nds that the g u a r a n t e e  is r e a s o n a b l y  n e c e s s a r y

29 to s t i m u l a t e  or f a c i l i t a t e  t he m a k i n g  o f  a loa n  for a n  e l i g i b l e
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1 e x p o r t i n g  t r a n s a c t i o n .

2 Sec. 4 4 . 8 8 . 3 3 0 .  C R E D I T  O F  EXPORTER. B e f o r e  the a u t h o r i t y  m a y

3 g u a r a n t e e  a loan u n d e r  AS 4 4 . 8 8 . 3 0 0 ,  the p a r t i c i p a t i n g  f i n a n c i a l

4 i n s t i t u t i o n  shall i n v e s t i g a t e  the c r edit or s o u r c e s  of credit avail-

5 able to the e x p o r t e r  to d e t e r m i n e  the e c o n o m i c  b e n e f i t s  to be d e r i v e d

6 from the g u a r a n t e e ,  the p r o s p e c t s  of r e p a yment, a nd o t h e r  f a ctors

7 n e c e s s a r y  to d e t e r m i n e  that t h e  g u a r a n t e e d  f u n d i n g  is c o n s i s t e n t  w i t h

8 the p u r p o s e s  of AS  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8.390.

9 Sec. 4 4 . 8 8 . 3 4 0 .  C O N F I D E N T I A L I T Y  OF  I N F O R M A T I O N .  I n f o r m a t i o n

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

11 b a c k g r o u n d ,  finances, m a r k e t i n g  plans, t r ade secrets, or o t h e r  c o m mer-

12 c i a l l y  s e n s i t i v e  a f f a i r s  of t h e  e x p o r t e r  is c o n f i d e n t i a l ,  u n l e s s  the

13 e x p o r t e r  c o n s e n t s  to its d i s c l o s u r e .

14 Sec. 4 4 . 8 8 . 3 5 0 .  F E E S  C H A R G E D .  T he a u t h o r i t y  shall, by r e g ula-

15 tion, e s t a b l i s h  fees to be c h a r g e d  to a p a r t i c i p a t i n g  f i n a n c i a l  insti-

16 t u t i o n  for p r o v i d i n g  a g u a r a n t e e  u n d e r  AS  44. 8 8 . 3 0 0 .  T he fees m u s t  be

17 s u f f i c i e n t  to c o v e r  the costs of a d m i n i s t e r i n g  the g u a r a n t e e  p r o g r a m

18 u n d e r  AS 4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0  and any p r e m i u m  the a u t h o r i t y  p a y s  f or

19 i n s u r i n g  its risks.

20 Sec. 4 4 . 8 8 . 3 6 0 .  E F F E C T  O F  G U A R A N T E E .  (a) A  g u a r a n t e e  u n d e r

21 A S  4 4 . 8 8 . 3 0 0  shall g u a r a n t e e  a g a i n s t  p o l i t i c a l  or c o m m e r c i a l  loss, in

22 w h o l e  o r  in part, of p r i n c i p a l  a nd i n t e r e s t  o n  a n  e l i g i b l e  e x p o r t

23 t r a n s a c t i o n .  The g u a r a n t e e  m a y  include, w i t h o u t  lim i t a t i o n ,  i n s u r a n c e

24 a g a i n s t  loss up l o  a s t a t e d  a m o unt. A g u a r a n t e e  u n d e r  AS 4 4 . 8 8 . 3 0 0

25 m a y  n ot be t e r m i n a t e d ,  ca n c e l e d ,  o r  revoked, e x c e p t  u n d e r  its terms.

26 A  g u a r a n t e e  h e l d  by  a p a r t i c i p a t i n g  f i n a n c i a l  i n s t i t u t i o n  is p r e s u m e d

27 to be valid.

28 (b) In  this section, " p o l i t i c a l  loss" m e a n s  a loss i n c u r r e d  as a

29 r e sult of a p o l i t i c a l  r i s k  i n s u r e d  u n d e r  an e x port c r edit i n s u r a n c e
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1 u m b r e l l a  policy, or  a c o m p a r a b l e  p o l i c y  o r  a g r e e m e n t ,  i s s u e d  by  the

2 E x p o r t - I m p o r t  B a n k  of t he U n i t e d  States.

3 Sec. 4 4 . 8 8.370. G U A R A N T E E  N O T  A  G E N E R A L  O B L I G A T I O N  O F  TH E  STATE.

4 A  g u a r a n t e e  u n d e r  A S  4 4 . 8 8 . 3 0 0  is n o t  a g e n e r a l  o b l i g a t i o n  of  the

5 state.

6 Sec. 4 4 . 8 8.380. P E R S O N A L  LIA B I L I T Y .  A n  o f f i c e r ,  e m p l o y e e ,  o r

7 a g e n t  of  the a u t h o r i t y  m a y  n ot be h e l d  p e r s o n a l l y  l i able o n  a c o n t r a c t

8 o r  a g r e e m e n t  e n t e r e d  into w i t h  r e s p e c t  to a g u a r a n t e e  u n d e r  AS 4 4 . 8 8 . -

9 300, o r  for d a m a g e  or  i n j u r y  r e s u l t i n g  f r o m  the p e r f o r m a n c e  of d u t i e s

10 u n d e r  A S  4 4 . 8 8 . 3 0 0  - 44 . 8 8 . 3 9 0 .

11 Sec. 4 4 . 8 8.390. E X P O R T  I N S U R A N C E  A C C O U N T .  (a) The e x p o r t

12 i n s u r a n c e  account is e s t a b l i s h e d  in the r e v o l v i n g  fund. T h e  a c c o u n t

13 c o n s i s t s  of m o n e y  a p p r o p r i a t e d  to it by the l e g i s l a t u r e  and o t h e r

14 m o n e y  a n d  assets, i n c l u d i n g  b o n d  p r o c e e d s ,  d e p o s i t e d  in it by  the

15 a u t h o r i t y .  Th e  a c c ount s h all be h e l d  as s e c u r i t y  f o r  the h o l d e r s  of

16 b o n d s  i s s u e d  by the a u t h o r i t y  for the p u r p o s e s  of  A S  4 4 . 8 8 . 3 0 0  -

17 4 4 . 8 8 . 3 9 0 .  T he a u t h o r i t y  m a y  e n t e r  into trust a g r e e m e n t s  w i t h  r e s p e c t

18 to the us e  of  m o n e y  in the a c c o u n t ,  i n c l u d i n g  the u s e  of that m o n e y  to

19 d i s c h a r g e  a g u a r a n t e e  o b l i g a t i o n  of the a u t h o r i t y .  T h e  t r ust agre e -

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

21 a n d  d i s b u r s e m e n t  of m o n e y  in  t h e  a c c ount, the p a y m e n t  of e x p e n s e s  of

22 t he account, the a p p o i n t m e n t ,  r e s i g n a t i o n  a n d  d i s c h a r g e  o f  t r u stees,

23 t he d e l e g a t i o n  of e n f o r c e m e n t  a n d  c o l l e c t i o n  p o w e r s  u n d e r  the insur-

24 a n c e  a g r e e m e n t s  to the t r u stee, the d u t i e s  of t he tr u s t e e s ,  a m e n d m e n t s

25 of  the trust agreements, a n d  o t h e r  l a wful p r o v i s i o n s  a nd l i m i t a t i o n s

26 t he a u t h o r i t y  considers a p p r o p r i a t e .  The t r ust a g r e e m e n t s  m a y  p l e d g e

27 p r e m i u m s  and o t her m o n e y  that m a y  b e  d e p o s i t e d  in  t h e  account. The

28 p l e d g e  shall be v a l i d  a n d  b i n d i n g  f r o m  the t ime the p l e d g e  is made.

29 T h e  p r e m i u m s  and o t h e r  m o n e y  p l e d g e d  and t h e r e a f t e r  r e c e i v e d  by the
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t

1 a c c o u n t ,  or by the t r u s t e e s  in its b e h alf, s h all i m m e d i a t e l y  be sub-

2 j e c t  to the lien of  the p l e d g e .  T he p l e d g e  s h a l l  be v a l i d  and b i n d i n g

3 a g a i n s t  p a r t i e s  h a v i n g  c l aims a g a i n s t  the account, i r r e s p e c t i v e  of

4 w h e t h e r  the p a r t i e s  have n o t i c e  of the pledge.

5 (b) T he a u t h o r i t y  m a y  u s e  p r o c e e d s  of b o n d s  i s s u e d  f or the

6 p u r p o s e s  of A S  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0  to p u r c h a s e  i n s u rance, w h i c h  m a y

7 be p l e d g e d  f o r  the s e c u r i t y  of the h o l d e r s  of the bonds. If i n s u r a n c e

8 is p l e d g e d  as security, w h e t h e r  o b t a i n e d  t h r o u g h  the expo r t  i n s u r a n c e

9 a c c o u n t  or p u r c h a s e d  w i t h  b o n d  p r o c e e d s ,  a d e s c r i p t i o n  of the insur-

10 a n c e  s h all e x p r e s s l y  i n d i c a t e  the l i m i t a t i o n  of  the l i a b i l i t y  of the

11 a u t h o r i t y  and that n e i t h e r  the c r e d i t  n o r  the t a x i n g  p o w e r  of the

12 s t a t e  or  a p o l i t i c a l  s u b d i v i s i o n  of the s t a t e  is a v a i l a b l e  to s a t i s f y

13 o b l i g a t i o n s  w i t h  r e s pect to the i n s u rance.

14 * Sec. 39. AS 44.88.156, 4 4 . 8 8 . 1 5 8 ( c ) ,  a nd secs. 10 a n d  11, ch. 162,

15 S LA 1984, are repealed.

16 * Sec. 40. This Act takes e f f e c t  i m m e d i a t e l y  u n d e r  AS  0 1 . 1 0 . 0 7 0 ( c ) .
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6 F o r  an Act e n t i tled: " A n  Act r e l a t i n g  to th 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

7 A u t h o r i t y ;  a n d  p r o v i d i n g  f or a n  e f f e c t i v e  d a t e . "

8 B E  IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  ALASKA:

9 * S e c t i o n  1. A S  4 4 . 8 8 . 0 1 0  is a m e n d e d  to read:

10 Sec. 44 . 8 8 . 0 1 0 .  L E G I S T A T I V E  F I N D I N G  A N D  POLICY. (a) The legis-

11 l a ture finds, d e t e r m i n e s ^  a nd d e c l a r e s  that

12 (1) there e x ist a r eas of the s t a t e  in  w h i c h  s e a s o n a l  and

13 n o n s e a s o n a l  u n e m p l o y m e n t  exist;

14 (2) this u n e m p l o y m e n t  is a s e r i o u s  m e n a c e  to the health,

15 s a f e t y ^  and g e n e r a l  welfare, n o t  o n l y  to the p e o p l e  in t h ose areas,

16 b ut also to the p e o p l e  of the e n t i r e  state;

17 (3) the state lacks the b a s i c  m a n u f a c t u r i n g ,  industrial,

18 export, e n t r e p r e n e u r i a l ,  small b u s i n e s s ,  a n d  b u s i n e s s  e n t e r p r i s e s  and

19 t h e  o t h e r  f a c i l i t i e s  r e f e r r e d  to in [(5) OF] this s u b s e c t i o n  n e c e s s a r y

20 to p e rmit a d e q u a t e  d e v e l o p m e n t  of its n a t u r a l  r e s o u r c e s  and the bal-

21 a n c e d  g r o w t h  of its economy;

22 (4) the e s t a b l i s h m e n t  a nd e x p a n s i o n  of i n d u strial, manu-

23 fa c t u r i n g ,  export, e n t r e p r e n e u r i a l ,  s m a l l  b u s i n e s s ,  a nd b u s i n e s s

24 e n t e r p r i s e s  in  A l a s k a  and the o t h e r  f a c i l i t i e s  r e f e r r e d  to in [(5) OF]

25 thi s  s u b s e c t i o n  are e s s e n t i a l  to the d e v e l o p m e n t  of the n a t u r a l  re-

26 s o u rces and the l o n g - t e r m  e c o n o m i c  g r o w t h  of the state, and w ill

27 d i r e c t l y  and i n d i r e c t l y  a l l e v i a t e  u n e m p l o y m e n t  in  the state;

28 (5) the e x p a n s i o n  of e x p o r t  t r a d e  is v i t a l  to the h e a l t h

29 a n d  g r o w t h  of the state's economy;

•
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9

1 (6) m any A l a s k a  b u s i n e s s e s  c o u l d  b e n e f i t  fro m  a d d i t i o n a l

2 f i n a n c i a l  and t e c h n i c a l  a s s i s t a n c e  w i t h  r e s p e c t  to  the e x p o r t a t i o n  of

3 t h e i r  p r o d u c t s  a nd s e r v i c e s ;

4 (7) the U n i t e d  States E x p o r t - I m p o r t  B a n k  has b e e n  m a n d a t e d

5 by the E x p o r t - I m p o r t  B a n k  A ct A m e n d m e n t s  of 1983 to p r o v i d e  t e c h n i c a l

6 as s i s t a n c e  and e x p o r t  f i n a n c i n g  s u p port to small b u s i n e s s e s  in  coop-

7 e r a t i o n  w i t h  s t a t e  e x p o r t  f i n a n c e  a g e n c i e s ;

8 (8) A l a s k a - b a s e d  e x p o r t e r s  can be e f f e c t i v e l y  a s s isted

9 t h r o u g h  the e s t a b l i s h m e n t ,  as p a r t  of the A l a s k a  I n d u s t r i a l  Develop-

10 m ent A u t h o r i t y ,  of a n  e x p o r t  f i n a n c i n g  p r o g r a m  d e s i g n e d  to w o r k  w i t h

11 the U.S. E x p o r t - I m p o r t  B a n k  and o t h e r  federal, s t a te, and _ p r ivate

12 i n s t i t u t i o n s ;

13 (9) the a c h i e v e m e n t  of the goal of full emp l o y m e n t ,  an d  of

14 e s t a b l i s h m e n t  a nd c o n t i n u i n g  o p e r a t i o n  and d e v e l o p m e n t  of  industrial,

15 m a n u f a c t u r i n g ,  e x port, e n t r e p r e n e u r i a l ,  s m all b u s i n e s s ,  and busin e s s

16 e n t e r p r i s e s  in the state, including, w i t h o u t  lim i t a t i o n ,  fa c i l i t i e s

17 for t r a n s p o r t a t i o n ,  f a c i l i t i e s  f or p o l l u t i o n  c o n t r o l  a n d  w a s t e  dis-

18 posal, f a c i l i t i e s  f or the local f u r n i s h i n g  of gas, fac i l i t i e s  for

19 water, f a c i l i t i e s  f or i n d u s t r i a l  parks, mas s  c o m m u t i n g  vehicles,

20 f a c i l i t i e s  for local d i s t r i c t  h e a t i n g  or  cooling, p a r k i n g  facilities,

21 or a s t o r a g e  or  t r a i n i n g  f a c i l i t y  r e l a t i n g  to a plant or facility,

22 will be a c c e l e r a t e d  a n d  f a c i l i t a t e d  by the c r e a t i o n  of an instrumen-

23 tali t y  of the s t ate w i t h  p o w e r s  to i n c u r  debt, to o w n  and o p e rate

24 f a c i l ities, to m a k e  a n d  insure loans to finance, a nd to assist p r i v a t e

25 lenders to m a k e  loans to finance, the e s t a b l i s h m e n t ,  operation, and

26 d e v e l o p m e n t  of i n d u s t r i a l ,  m a n u f a c t u r i n g ,  e x p ort, e n t r e p r e n e u r i a l ,

27 small b u s i n e s s ,  and b u s i n e s s  e n t e r p r i s e s ,  i n c l u d i n g ,  w i t h o u t  limita-

28 tion, f a c i l i t i e s  for t r a n s p o r t a t i o n ,  f a c i l i t i e s  f o r  p o l l u t i o n  control

29 and w a s t e  di s p o s a l ,  f a c i l i t i e s  for the local f u r n i s h i n g  of gas,
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1 f a c i l i t i e s  for water, f a c i lities for i n d u s t r i a l  parks, mass c o m m u t i n g

2 v e h i c l e s ,  f a c i lities for local d i s t r i c t  h e a t i n g  o r  cooling, p a r k i n g

3 fac i l i t i e s ,  or a storage >" "training f a c i l i t y  r e l a t i n g  to a p l ant or

4 facility;

5 (10) [(6)1 it is in the p u b l i c  i n t e r e s t  to p r o m o t e  the

6 p r o s p e r i t y  and g e n e r a l  w e l f a r e  of  all c i t i z e n s  of the state by

7 (A) s t i m u l a t i n g  c o m m e r c i a l  a n d  i n d u s t r i a l  g r o w t h  and

8 e x p a n s i o n  by e n c o u r a g i n g  a n  i n c rease of  p r i v a t e  i n v e s t m e n t  by

9 banks, i n v e s t m e n t  houses, i n s u r a n c e  c o m p a n i e s ,  a nd o t h e r  finan-

10 cial i n s t i tutions, i n c l u d i n g  p e n s i o n  a n d  r e t i r e m e n t  funds, to

11 h e l p  s a t i s f y  the n e e d  for e c o n o m i c  exp a n s i o n ;

12 (B) e n c o u r a g i n g  the p r o d u c t i o n  of raw m a t e r i a l s  and

13 g o ods for export, the e x p a n s i o n  of  e x p o r t s  of  raw m a t e r i a l s  and

14 goods, a nd the r e n d e r i n g  of services a b r o a d  by  r e s i d e n t s  of the

15 s t a t e  t h r o u g h  th e  e s t a b l i s h m e n t  of  a p r o g r a m  that p r o v i d e s finan-

16 cial a s s i s t a n c e  in c o o p e r a t i o n  w i t h  federal, state, a nd p r i v a t e

17 i n s t i t u t i o n s  for these p u r p o s e s  in the f o r m  p r o v i d e d  in t h i s

18 chapter;

19 (C) c r e a t i n g  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  Author-

20 ity w i t h  the powe r s  n e c e s s a r y  to a c c o m p l i s h  the o b j e c t i v e s  s t a t e d

21 in this pa r a g r a p h ,  i n c l u d i n g  the p o w e r  to issue t a x able a nd

22 t a x - e x e m p t  b o nds and to a c q u i r e  o w n e r s h i p  i n t e r e s t s  in p r o j e c t s

23 as p r o v i d e d  in this chapter;

24 (11) [(7)] it is in the state's i n t e r e s t  to import p r i v a t e

25 c a p i t a l  to c r eate n e w  e c o n o m i c  a c t i v i t y  w h i c h  w o u l d  not o t h e r w i s e  take

26 p l a c e  in  the state.

27 (b) It is d e c l a r e d  to be the p o l i c y  of  the state, in t he inter-

28 e sts of p r o m o t i n g  the health, s e c u r i t y ^  and g e n e r a l  w e l f a r e  o f  all the

29 p e o p l e  of  the state, a n d  a p u b l i c  p u r p o s e ,  to i n c r e a s e  job

9
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1 o p p o r t u n i t i e s  an d  o t h e r w i s e  to e n c o u r a g e  the e c o n o m i c  g r o w t h  of the

2 state, i n c l u d i n g  the d e v e l o p m e n t  of its n a t u r a l  re s o u r c e s ,  t h r o u g h  the

3 e s t a b l i s h m e n t  an d  e x p a n s i o n  of m a n u f a c t u r i n g ,  in d u s t r i a l ,  ex p o r t ,

4 e n t r e p r e n e u r i a l ,  s m all b u s i ness, and b u s i n e s s  e n t e r p r i s e s  a nd the

5 o t h e r  fa c i l i t i e s  r e f e r r e d  to in (a) [(a)(5)] of this s e c t i o n  b y  creat-

6 ing 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 u t h o r i t y  [PUBLIC C O R P O R A T I O N ]

7 w i t h  the p o w e r s  [POWER], d u t i e s ^  a nd f u n c t i o n s  [AS] p r o v i d e d  in this

8 c h a p t e r  [AS 4 4 . 8 8 . 0 1 0  - 4 4 . 8 8 . 2 2 0 ] .

5 * Sec. 2. A S  4 4 . 8 8 . 0 1 0  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

10 (c) It is f u r t h e r  d e c l a r e d  to be the p o l i c y  of the state, in the

11 i n t erests of p r o m o t i n g  the h e a l t h ,  security, and g e n e r a l  w e l f a r e  of

12 all the p e o p l e  of  the state, and a p u b l i c  p u r p o s e  of the state, to

13 a c c o m p l i s h  the o b j e c t i v e s  set out in  (b) of this s e c t i o n  t h r o u g h  the

14 p r o v i s i o n  of f i n a n c i a l  s u p p o r t  in c o o p e r a t i o n  w i t h  federal, state, and

15 p r i v a t e  i n s t i t u t i o n s  f or the p u r p o s e  of i n c r e a s i n g  th e  e x p o r t  of

16 A l a s k a  goods, e n t r e p r e n e u r i a l  talent, ra w  m a t e r i a l - ,  and services.

17 * Sec. 3. AS 4 4 .88 is a m e n d e d  by a d d i n g  a ne w  s e c t i o n  to a r t i c l e  1 to

18 read:

19 Sec. 44.88.060. 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 U T H O R I T Y  R E V O L V -

20 ING FUND. 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 u t h o r i t y  r e v o l v i n g  fund

21 is e s t a b l i s h e d  in the a u t h ority. T he r e v o l v i n g  fund c o n s i s t s  of

22 a p p r o p r i a t i o n s  m a d e  to the r e v o l v i n g  fun d  by the legislature, m o n e y  or

23 o t h e r  assets t r a n s f e r r e d  to the r e v o l v i n g  f u n d  by the a u t h o r i t y ,  and

24 u n r e s t r i c t e d  p a y m e n t s  o n  loans m a d e  or p u r c h a s e d  by t he a u t h o r i t y .

25 A m o u n t s  d e p o s i t e d  in  the r e v o l v i n g  fun d  m ay b e  p l e d g e d  to  the p a y m e n t

26 of b o n d s  of the a u t h o r i t y  o r  e x p e n d e d  f o r  t he p u r p o s e s  of the au-

27 t h o r i t y  u n d e r  this chapter.

28 *  Sec. 4. A S  4 4 . 8 8 . 0 7 0  is a m e n d e d  to read:

29 Sec. 4 4 . 8 8.070. P U R P O S E  OF T H E  A U T H O R I T Y .  T h e  p u r p o s e  of the
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1 a u t h o r i t y  is to p r o m o t e ,  d e v e l o p ^  a n d  a d v a n c e  the g e n e r a l  p r o s p e r i t y

2 a nd e c o n o m i c  w e l f a r e  of the p e o p l e  of A l aska, to r e l i e v e  p r o b l e m s  of

3 u n e m p l o y m e n t ,  and to c r eate a d d i t i o n a l  e m p l o y m e n t  by

4 (1) p r o v i d i n g  v a r i o u s  m e a n s  of  f i n a n c i n g  a n d  m e a n s  of

5 f a c i l i t a t i n g  the f i n a n c i n g , i n  c o o p e r a t i o n  w i t h  federal, state, a n d

6 p r i v a t e  i n s t i tutions, of  i n d u s t r i c l ,  m a n u f a c t u r i n g ,  export, e n t r e p r e -

7 n e u r i a l ,  s m all bu s i n e s s ,  and b u s i n e s s  e n t e r p r i s e s  a n d  the o t h e r  facil-

8 ities r e f e r r e d  to in AS 4 4 . 8 8 . 0 1 0 ( a )  i n  [AS 4 4 . 8 8 . 0 1 0 ( a ) ( 5 )  W I T H I N ]

9 the stat e ^

10 (2) [, A N D  BY] o w n i n g  a n d  o p e r a t i n g  the e n t e r p r i s e s  a n d

11 o t her fa c i l i t i e s  d e s c r i b e d  in  AS  4 4 . 8 8 . 1 7 2 ;

12 (3) f o s t e r i n g  the e x p a n s i o n  of e x p o r t s  of A l a s k a  goods,

13 services, a n d  raw m a t e r i a l s ; -------------------------

14 (4) c o o p e r a t i n g  a n d  a c t i n g  i n  c o n j u n c t i o n  w i t h  o t h e r  orga-

15 n i z a tions, p u b l i c  a nd p r i v a t e ,  the o b j e c t s  of w h i c h  are the p r o m o t i o n

16 and a d v a n c e m e n t  of  e x port t r a d e  a c t i v i t i e s  in the state;

17 (5) e s t a b l i s h i n g  a s o u r c e  of f u n d i n g  c r edit g u a r a n t e e s  a n d

18 insurance, n ot o t h e r w i s e  av a i l a b l e ,  to s u p p o r t  e x p o r t  d e v e l o p m e n t ;

19 (6) p r o v i d i n g  a nd c o o p e r a t i n g  or p a r t i c i p a t i n g  w i t h  feder-

20 al, state, a n d  p r i v a t e  i n s t i t u t i o n s  to p r o v i d e  a c t u a l  a n d  p o t e n t i a l

21 A l a s k a  exporters, p a r t i c u l a r l y  small- a nd m e d i u m - s i z e d  e x p o r t e r s ,  w i t h

22 f i n a n c i a l  a s s i s t a n c e  in s u p p o r t  of e x p o r t  t r a n s a c t i o n s .

23 . * Sec. 5.  AS 4 4 . 8 8 . 0 8 0 ( 7 )  is a m e n d e d  to read:

24 (7) to i s sue b o nds and o t h e r w i s e  to i n c u r  i n d e b t e d n e s s , in

25 a c c o r d a n c e  w i t h  A S  44 . 8 8 . 0 9 0 ,  in o r d e r  to p ay t he cost of a p r o j e c t  or

26 d e v e l o p m e n t  p r o j e c t s  or  in o r d e r  to p r o v i d e  m o n e y  f o r  the a u t h o r i t y ' s

27 p u r p o s e s  u n d e r  this chapter; t he a u t h o r i t y  m a y  also [AND TO] s e c u r e

28 p a y m e n t  of t he b o n d s  o r  o t h e r  i n d e b t e d n e s s  as p r o v i d e d  in  this chap-
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1 * Sec. 6. AS 4 4 . 8 8 . 0 8 0  is a m e n d e d  by  a d d i n g  n e w  p a r a g r a p h s  to read:

2 (20) to p a r t i c i p a t e  w i t h  g o v e r n m e n t  o r  p r i v a t e  i n d u s t r y  in

3 p r o g r a m s  for t e c h n i c a l  a s s i s t a n c e ,  loans, t e c h n o l o g y ,  tr a n s f e r ,  or

4 o t h e r  p r o g r a m s  r e l a t e d  to the e x p o r t a t i o n  of A l a s k a  goods, services,

5 o r  raw m a t e r i a l s  w i t h  r e s p e c t  to its f i n a n c i n g  act i v i t i e s ;

6 (21) to p r o v i d e  e x port f i n a n c e  t r a i n i n g  f o r  o f f i c e  s t a f f  and

7 o t h e r  i n d i v i d u a l s  i n v o l v e d  in e x p o r t  f i n a n c e  a s s i s t a n c e ,  i n c l u d i n g  the

8 t r a i n i n g  s e s sions that m 3 y  be p r o v i d e d  by the U n i t e d  S t a t e s  Export-

9 Import B a n k  o r  o t h e r  o r g a n i z a t i o n s ;

10 (22) to c o o r d i n a t e  to t he m a x i m u m  e x t e n t  p o s s i b l e  its

11 e f f o r t s  to p r o m o t e  the e x p o r t  of A l a s k a  goods, se r v i c e s ,  a nd r aw

12 m a t e r i a l s  w i t h  p r o g r a m s  a n d  g o a l s  of  the U n i t e d  S t a t e s  E x p o r t - I m p o r t

13 Bank, t he I n t e r n a t i o n a l  T r a d e  A d m i n i s t r a t i o n  of the U n i t e d  Stat e s

14 D e p a r t m e n t  of Commerce, t he F o r e i g n  C r edit I n s u r a n c e  A s s o c i a t i o n ,  and

15 o t h e r  p r i v a t e  and p u b l i c  p r o g r a m s  d e s i g n e d  to p r o v i d e  e x p o r t  assis-

16 tance a n d  e x p o r t - r e l a t e d  financing;

17 (23) to g u a r a n t e e  loans r e l a t e d  to q u a l i f i e d  e x p o r t  trans-

18 a c t i o n s  u n d e r  r e g u l a t i o n s  a d o p t e d  b y  the a u t h ority;

19 (24) to p r o v i d e  f i n a n c i n g  assistance, in  c o o p e r a t i o n  w i t h

20 federal, state, and p r i v a t e  i n s t i t u t i o n s ,  as p r o v i d e d  in thi s  c h a p t e r

21 for e n t r e p r e n e u r i a l  and small b u s i n e s s  e n t e r prises.

22 * Sec. 7. AS 4 4 . 8 8 . 0 8 5 ( a )  is a m e n d e d  to read:

23 (a) E x c e p t  for A S  4 4 . 6 2 . 3 1 0  and 4 4 . 6 2 . 3 1 2  r e g a r d i n g  p u b l i c

24 m e e t i n g s ,  and except for A S  4 4 . 6 2 . 3 2 0 ( a )  r e g a r d i n g  l e g i s l a t i v e  r e v i e w

25 of  reg u l a t i o n s ,  the p r o v i s i o n s  of the A d m i n i s t r a t i v e  P r o c e d u r e  Act

26 r e g a r d i n g  the a d o p t i o n  of  r e g u l a t i o n s  (AS 4 4 . 6 2 . 0 4 0  - 4 4 . 6 2 . 3 2 0 )  do

27 n ot a p p l y  to the authority. T h e  a u t h o r i t y  s h all m a k e  a v a i l a b l e  to

28 m e m b e r s  of the p u b l i c  c o pies of  the r e g u l a t i o n s  a d o p t e d  u n d e r  [(b) -

29 (e) OF] this section. W i t h i n  45 d a y s  a f t e r  a d o p t i o n  of  a r e g u l a t i o n

CSSB 6 4 (L&C) -6- S B 0 0 6 4 B



4

$

1 u n d e r  [(b) - (e) OF] this section, the c h a i r m a n  of t he a u t h o r i t y  s h all

2 subm i t  the r e g u l a t i o n  a d o p t e d  to the c h a i r m a n  of t he A d m i n i s t r a t i v e

3 R e g u l a t i o n  R e v i e w  C o m m i t t e e  u n d e r  A S  2 4 . 2 0 . 4 0 0  - 24 . 2 0 . 4 6 0 .

4 * Sec. 8. AS 4 4 . 8 8 . 0 8 5 ( c )  is r e p e a l e d  a nd r e e n a c t e d  to read:

5 (c) T he a u t h o r i t y  ma y  adopt r e g u l a t i o n s  to c a r r y  out t h e  pur-

6 p o ses of this c h a p t e r  a n d  s h all a d opt r e g u l a t i o n s  as p r o v i d e d  in (g)

7 a nd (h) of this section.

8 * Sec. 9. AS 4 4 . 8 8 . 0 8 5 ( d )  is a m e n d e d  to read:

9 (d) E x c e p t  as p r o v i d e d  in (e) of this secti o n ,  at least 15 d ays

10 b e f o r e  the a d o p t i o n ,  am e n d m e n t ,  or repe a l  of a r e g u l a t i o n  [ON A  SUB-

11 J E C T  S P E C I F I E D  IN (c) O F  T H I S  S E C T ION], the a u t h o r i t y  s h all g i v e

12 p u b l i c  n o t i c e  of t he p r o p o s e d  a c t i o n  by p u b l i s h i n g  the n o t i c e  in at

13 least t h ree n e w s p a p e r s  of g e n e r a l  c i r c u l a t i o n  in the s t ate a n d  by

14 m a i l i n g  a c opy of the n o t i c e  to e v e r y  p e r s o n  w h o  has filed a r e q u e s t

15 f or n o t i c e  of p r o p o s e d  r e g u l a t i o n s  w i t h  the au t h o r i t y .  The p u b l i c

16 n o t i c e  must i n c l u d e  a s t a t e m e n t  of the time, place, a nd n a t u r e  of  t he

17 p r o c e e d i n g s  f or t he adoption, a m e n dment, or  r e p e a l  of  the r e g u l a t i o n

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

19 action. On the d a t e  a nd at the tim e  an d  p l a c e  d e s i g n a t e d  i n  the

20 n o t i c e ,  the a u t h o r i t y  s h all g i v e  e a c h  i n t e r e s t e d  p e r s o n  o r  an autho-

21 r i z e d  r e p r e s e n t a t i v e  of the p e rson, or both, t he o p p o r t u n i t y  to pre-

22 sent s t a t e m e n t s ,  a r g u m e n t s ,  o r  c o n t e n t i o n s  o r a l l y  o r  in w r i t i n g  a n d

23 shall giv e  m e m b e r s  of the p u b l i c  an  o p p o r t u n i t y  to p r e s e n t  oral state-

24 ments, a r g u ments, or  c o n t e n t i o n s  f o r  a total p e r i o d  of at least one

25 hour. The a u t h o r i t y  s h a l l  c o n s i d e r  all r e l e v a n t  m a t t e r  p r e s e n t e d  to

26 it b e f o r e  t a k i n g  the p r o p o s e d  a c t i o n  on the r e g u l a t i o n .  A t  a h e a r i n g

27 u n d e r  this s u b s e c t i o n ,  the a u t h o r i t y  m a y  c o n t i n u e  or p o s t p o n e  the

28 h e a r i n g  to a time and p l a c e  d e t e r m i n e d  b y  the a u t h o r i t y  a nd a n n o u n c e d

29 at the h e a r i n g  b e f o r e  t a k i n g  the a c t i o n  to c o n t i n u e  or p o s t p o n e  the
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1 hearing. A  r e g u l a t i o n  adopted, amended, o r  r e p e a l e d  b y  the a u t h o r i t y

2 m a y  v a r y  from the i n f o r m a t i v e  s u m m a r y  s p e c i f i e d  in this s u b s e c t i o n  if

3 the subject m a t t e r  of the a c t i o n  t a k e n  on the r e g u l a t i o n  r e m a i n s  the

A s a m e  a nd if the o r i g i n a l  n o t i c e  of th e  p r o p o s e d  a c t i o n  was w r i t t e n  so

5 as to assu r e  that m e m b e r s  of the p u b l i c  a r e  r e a s o n a b l y  n o t i f i e d  of  the

6 s u b ject m a t t e r  of t he p r o p o s e d  a c t i o n  in o r d e r  f o r  t h e m  to d e t e r m i n e

7 w h e t h e r  t h e i r  i n t erests c o uld be a f f e c t e d  by  the a u t h o r i t y ' s  p r o p o s e d

8 a c t i o n  on  that subject.

9 * Sec. 10. AS 4 4 . 8 8 . 085(e) is a m e n d e d  to read:

10 (e) The adoption, ame n d m e n t ,  o r  r e peal of a r e g u l a t i o n  [ON A

11 S U B J E C T  S P E C I F I E D  IN (c) O F  T H I S  SECTION] m a y  be m a d e  as an  e m e r g e n c y

12 r e g u l a t i o n  if, in the o r d e r  of adoption, the a u t h o r i t y  states the

13 facts c o n s t i t u t i n g  the e m e r g e n c y  and m a k e s  a f i n d i n g  that the a d o p t i o n

14 of the r e g u l a t i o n  is n e c e s s a r y  f or t he i m m e d i a t e  p r e s e r v a t i o n  of the

15 o r d e r l y  o p e r a t i o n  of the a u t h o r i t y ' s  [LOAN A N D  B O N D I N G ]  programs. The

16 r e q u i r e m e n t s  of (d) of this s e c t i o n  do  not a p p l y  to t he i n i tial adop-

17 t i o n  of an e m e r g e n c y  r e g u l a t i o n  [COVERING A  S U B J E C T  S P E C I F I E D  IN (c)

18 OF  T HIS SECTION]; h o w ever, u p o n  a d o p t i o n  of an  e m e r g e n c y  r e g u l a t i o n

19 u n d e r  this subsection, the a u t h o r i t y  shall, w i t h i n  10 days a f t e r  that

20 adoption, p u b l i s h  n o t i c e  of  the a d o p t i o n  in a c c o r d a n c e  w i t h  the n o t i c e

21 p r o c e d u r e s  s p e c i f i e d  in (d) of this section. A n  e m e r g e n c y  r e g u l a t i o n

22 a d o p t e d  u n d e r  this s u b s e c t i o n  m a y  not r e m a i n  in e f f e c t  for m o r e  t han

23 120 days unless, b e f o r e  the e x p i r a t i o n  of that p e r i o d ,  the a u t h o r i t y

24 adopts that r e g u l a t i o n  as a p e r m a n e n t  r e g u l a t i o n  in a c c o r d a n c e  w i t h

25 the p r o c e d u r e s  s p e c i f i e d  i n  (d) of this section.

26 * Sec. 11. AS 4 4 . 8 8 . 0 8 5 ( f )  is a m e n d e d  to read:

27 (f) A  r e g u l a t i o n  a d o p t e d  u n d e r  [(b) - (e) OF] t his s e c t i o n  takes

28 effect i m m e d i a t e l y  u p o n  its a d o p t i o n  by t he a u t h o r i t y  or at a n o t h e r

29 [SUCH OTHER] time [AS] s p e c i f i e d  by the a u t h o r i t y  in its o r d e r  of
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1 a d o p t i o n .

2 * Sec. 12. AS 4 4 . 8 8 . 0 8 5  is a m e n d e d  by  a d d i n g  n e w  s u b s e c t i o n s  to read:

3 (g) T h e  a u t h o r i t y  s h all a d o p t  r e g u l a t i o n s  n e c e s s a r y  f o r  the

4 f o l l o w i n g  p u r p o s e s  in c o n n e c t i o n  w i t h  its p r o g r a m s  f or t he f i n a n c i n g

5 of p r o j e c t s  u n d e r  A S  4 4 . 8 8 . 1 5 5  - 4 4 . 8 8.159:

6 (1) d e t e r m i n a t i o n  of  b o r r o w e r  e l i g i b i l i t y ;

7 (2) l oan g u i d e l i n e s  and terms i n c l uding, but not limited

8 to, m a x i m u m  loa n  a m o u n t s  and r e q u i r e d  l o a n - t o - v a l u e  ratios, b u t  ex-

9 e l u d i n g  loan i n t e r e s t  rates;

10 (3) c h a r a c t e r i s t i c s  of p r o j e c t s  e l i g i b l e  for loans or

11 p u r c h a s e  of loans; and

12 (4) the q u a l i f i c a t i o n s  of  loan o r i g i n a t o r s  a nd s e r v icers

13 a n d  the m e t h o d  of a l l o c a t i n g  a m o u n t s  a v a i l a b l e  for the p u r c h a s e  of

14 loans.

15 (h) The a u t h o r i t y  s h all adopt r e g u l a t i o n s  n e c e s s a r y  for the

16 f o l l o w i n g  p u r p o s e s  i n  c o n n e c t i o n  w i t h  its p r o g r a m  for e n c o u r a g i n g  the

17 e x p o r t a t i o n  of A l a s k a  goods, se r v i c e s ,  a n d  raw m a t e r i a l s  u n d e r  A S  44.-

18 8 8 . 3 0 0  - 44.88.390:

19 (1) e s t a b l i s h i n g  c r i t e r i a  for the e l i g i b i l i t y  of e x p o rters

20 a n d  e x p o r t  t r a n s a c t i o n s  fo r  the loan g u a r a n t e e s  p r o v i d e d  in  AS 44.88.-

21 300;

22 (2) s e t t i n g  o ut the m i n i m u m  e q u i t y  i n t e r e s t  a b o r r o w e r  must

23 hav e  in the b o r r o w e r ' s  b u s i n e s s  to q u a l i f y  for a  loan g u a r a n t e e  u n d e r

24 A S  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8.390;

25 (3) a d o p t i n  of  c o l l a t e r a l  o r  s e c u r i t y  r e q u i r e m e n t s  to

26 e n s u r e  the full r e p a y m e n t  of l o a n  g u a r a n t e e s  an d  s o l v e n c y  of  an insur-

27 a nce p r o g r a m  e s t a b l i s h e d  u n d e r  A S  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0 ;

28 (4) p r o v i d i n g  g u i d e l i n e s  fo r  e x t e n s i o n  of a loan g u a r a n t e e

^  29 u n d e r  AS  4 4 . 8 8 . 3 0 0  - 44. 8 8 . 3 9 0 ;
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1 (5) s e t t i n g  out t h e  m a x i m u m  a g g r e g a t e  a m o u n t  o f  g u a r a n t e e d

2 f i n a n c i n g  a v a i l a b l e  to a n  e x p o r t e r  a n d  the m a x i m u m  a m o u n t  of g u a r a n -

3 tee d  f i n a n c i n g  a v a i l a b l e  for a t r a n s a c t i o n  e l i g i b l e  f o r  g u a r a n t e e d

4 f i n a ncing;

5 (6) e s t a b l i s h i n g  th e  limits on  the i n t e r e s t  t h a t  m a y  be

6 c h a r g e d  f or g u a r a n t e e d  fi n a n c i n g s ,  the m a x i m u m  fees that a p a r t i c i p a t -

7 i ng f i n a n c i a l  i n s t i t u t i o n  m a y  c h a r g e  for m a k i n g  a l o a n  t hat w i l l  be

8 g u a r a n t e e d  u n d e r  A S  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0 ,  a nd the t e rms of  a nd proce-

9 d u r e s  f or r e p a y m e n t  of a g u a r a n t e e d  financing; and

10 (7) e s t a b l i s h i n g  p r o c e d u r e s  f or m a k i n g  a c l a i m  o n  the

11 g u a r a n t e e  o r  i n s u r a n c e  in  the e v ent of a default.

12 *  Sec. 13. A S  4 4 . 8 8 . 0 9 0 ( a )  is a m e n d e d  to read:

13 (a) S u b j e c t  to (g) of t his section, the a u t h o r i t y  m a y  b o r r o w

14 m o n e y  a n d  m a y  i s sue bonds, i n c l u d i n g  but n ot l i m i t e d  to b o n d s  o n  w h i c h

15 the p r i n c i p a l  a n d  i n t e r e s t  are p a y a b l e [,]

16 (1) e x c l u s i v e l y  fro m  the i n c o m e  a nd r e c e i p t s  or o t h e r  m o n e y

17 d e r i v e d  from the p r o j e c t  or d e v e l o p m e n t  p r o j e c t  f i n a n c e d  w i t h  the

18 p r o c e e d s  of the b o n d s  or d e r i v e d  f r o m  the e x p o r t e r  o r  e x p o r t i n g  trans-

19 a c t i o n  financed, g u a r a n t e e d ,  o r  i n s u r e d  w i t h  the p r o c e e d s  of the

20 b o n d s ; [,)

21 (2) e x c l u s i v e l y  fro m  the i n c o m e  a n d  r e c e i p t s  or o t h e r  m o n e y

22 d e r i v e d  fro m  d e s i g n a t e d  p r o j e c t s  o r  d e v e l o p m e n t  p r o j e c t s  or  o t h e r

23 s o u r c e s  w h e t h e r  o r  not they a r e  f i n a n c e d , insured, o r  g u a r a n t e e d  in

24 w h o l e  o r  in p art w i t h  t he p r o c e e d s  of the b o n d s ^  [,] or

?5 (3) f rom its i n c o m e  an d  r e c e i p t s  or  o t h e r  a s s e t s  generally,

26 o r  a d e s i g n a t e d  p a r t  or p a r t s  o f  them.

27 * Sec. 14. A S  4 4 . 8 8 . 0 9 0 ( e )  is r e p e a l e d  a nd r e e n a c t e d  to  read:

28 (e) B e f o r e  i s s u i n g  bonds, the a u t h o r i t y  s h all p r o v i d e  f or con-

29 s i d e r a t i o n  at least suf f i c i e n t ,  in th e  j u d g m e n t  of  t he au t h o r i t y ,  to
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p a y  the p r i n c i p a l  of a nd i n t e r e s t  o n  the b o nds as the y  b e c o m e  d ue and 

to c r e a t e  a nd m a i n t a i n  the r e s e r v e s  for th e  p a y m e n t s  that the a u t h o r i­

ty c o n s i d e r s  n e c e s s a r y  o r  d e s i r a b l e ,  and to m eet all o b l i g a t i o n s  in 

c o n n e c t i o n  w i t h  the lease or a g r e e m e n t  a n d  all costs n e c e s s a r y  to 

s e r v i c e  the bonds, u n l e s s  the lease o r  a g r e e m e n t  p r o v i d e s  that the 

o b l i g a t i o n s  are to be m et or c o sts a re to be p a i d  by  a p a r t y  o t h e r  

t h a n  the authority. If the b o n d s  are b e i n g  i s s u e d  to f i n a n c e  a

p r o j e c t  or p r o j e c t s  u n d e r  AS  4 4 . 8 8 . 1 5 5  - 44. 8 8 . 1 5 9 ,  t h e n  the c o n­

s i d e r a t i o n  s h a l l  be p r o v i d e d  by  lease or o t h e r  a g r e e m e n t  r e g a r d i n g  the 

p r o j e c t  or pr o j e c t s .  If the b o n d s  are b e i n g  i s s u e d  to f i n a n c e  a

d e v e l o p m e n t  p r o j e c t  or  d e v e l o p m e n t  p r o j e c t s  u n d e r  AS  4 4 . 8 8 . 1 7 2  - 

4 4 . 8 8 . 1 7 7 ,  t h e n  the c o n s i d e r a t i o n  s h all be p r o v i d e d  by  lease or o t h e r  

a g r e e m e n t  r e g a r d i n g  the d e v e l o p m e n t  p r o j e c t  or d e v e l o p m e n t  projects. 

If the b o nds are b e i n g  i s s u e d  to p r o v i d e  m o n e y  to finance, g u a r antee,

or  i n s u r e  an e x p o r t i n g  t r a n s a c t i o n  u n d e r  AS 4 4 . 8 8 . 3 0 0  - 44. 8 8 . 3 9 0 ,

t h e n  the c o n s i d e r a t i o n  shall be  p r o v i d e d  b y  a g r e e m e n t  w i t h  the e x­

porter.

* Sec. 15. AS 4 4 . 8 8 . 0 9 0 ( g )  is a m e n d e d  to read:

(g) The a u t h o r i t y  m a y  not

(1) issue bonds, o t h e r  t h a n  r e f u n d i n g  bonds, in any 12- 

m o n t h  p e r i o d  b e g i n n i n g  a f t e r  J u n e  30, 1982, in an  amount that e x c eeds 

the a m o u n t  of bonds a u t h o r i z e d  to be  i s s u e d  d u r i n g  the p r e c e d i n g  

1 2 - m o n t h  period, u n l e s s  a d i f f e r e n t  a m ount is a u t h o r i z e d  by the l e g i s­

lature; or

(2) issue r e v e n u e  b o n d s  o t h e r  t h a n  r e f u n d i n g  b o n d s  f or a 

p r o j e c t  u n d e r  AS  4 4 . 8 8 . 1 5 5  - 4 4 . 8 8 . 1 5 9 ,  for a d e v e l o p m e n t  p r o j e c t

u n d e r  A S  4 4 . 8 8 . 1 7 2  - 4 4 . 8 8 . 1 7 7 ,  o r  to p r o v i d e  m o n e y  to finance,

g u a r a n t e e ,  or  insure an e x p o r t i n g  t r a n s a c t i o n  u n d e r  AS 4 4 . 8 8 . 3 0 0  - 

4 4 . 8 8 . 3 9 0 ,  [THIS CHAPTER] in a n  a m o u n t  g r e a t e r  t h a n  $ 5 0 , 0 0 0 , 0 0 0  d u r i n g

S B 0 0 6 4 B - 1 1 - CSSB 64(L&C)



1 any 1 2 - m o n t h  p e r i o d  b e g i n n i n g  a f t e r  J u n e  30, 1981, u n l e s s  the i s s u a n c e

2 is i n c l u d e d  s e p a r a t e l y  in the e s t i m a t e s  r e q u i r e d  in  the r e p o r t  of the

3 a u t h o r i t y  u n d e r  A S  4 4 . 8 8 . 2 1 0 ( b )  a n d  u n l e s s  t he l e g i s l a t u r e ,  by law,

4 a p p r o v e s  t he issuance.

5 * Sec. 16. A S  4 4 . 8 8 . 0 9 0 ( h )  is a m e n d e d  to read:

6 (h) T h e  a u t h o r i t y  m a y  combine, f o r  th e  p u r p o s e s  of a s i ngle

7 offering, b o nds f i n a n c i n g  m o r e  t h a n  one p r o j e c t  o r d e v e l o p m e n t  p r o j e c t

8 u n d e r  AS  4 4 . 8 8 . 1 5 5  - 4 4 . 8 8 . 1 5 9  or  4 4 . 8 8 . 1 7 2  - 4 4 . 8 8 . 1 7 7 ,  a n d  b o nds

9 i s s u e d  to p r o v i d e  m o n e y  to finance, g u a r a n t e e ,  or i n s u r e  an e x p o r t i n g

10 t r a n s a c t i o n  u n d e r  A S 4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0  [AS 4 4 . 8 8 . 0 1 0  - 4 4 . 8 8 . 2 2 0 ] .

11 * Sec. 17. AS 4 4 . 8 8 . 1 0 0  is a m e n d e d  to read:

12 Sec. 4 4 . 8 8.100. T R U S T  I N D E N T U R E S  A N D  T R U S T  A G R E E M E N T S .  In the

13 d i s c r e t i o n  of the authority, an i s sue of b o n d s  m a y  be s e c u r e d  by  a

14 trust i n d e n t u r e  or trust a g r e e m e n t  b e t w e e n  the a u t h o r i t y  and a  corpo-

15 rate t r u s t e e  (which m a y  be a trust company, bank, or  n a t i o n a l  b a n k i n g

16 a s s o c i a t i o n ,  w i t h  co r p o r a t e  trust powers, l o c a t e d  i n s i d e  or  o u t s i d e

17 the state) or by a s e c u r e d  loa n  a g r e e m e n t  or  o t h e r  i n s t r u m e n t  or u n d e r

18 a r e s o l u t i o n  g i v i n g  powers to a c o r p o r a t e  t r u s t e e  ( h e r e i n a f t e r  in this

19 s e c t i o n  r e f e r r e d  to as "trust a g r e e m e n t " )  by m e a n s  of w h i c h  the auth-

20 o r ity may:

21 (1) m a k e  a n d  e n t e r  into any and all the c o v e n a n t s  and

22 a g r e e m e n t s  w i t h  the t r u stee or the h o l d e r s  of  the b o n d s  w h i c h  the

23 a u t h o r i t y  m a y  d e t e r m i n e  to be n e c e s s a r y  o r  d e s i r a b l e ,  including,

24 w i t h o u t  limitation, c o v e nants, p r o v i s i o n s ,  l i m i t a t i o n s  a n d  a g r e e m e n t s

25 as to

26 (A) the a p p l i c a t i o n ,  inv e s t m e n t ,  d e p o s i t ,  use and

27 d i s p o s i t i o n  of the p r o c e e d s  of b o n d s  of the a u t h o r i t y  or of m o n e y

28 or o t h e r  p r o p e r t y  of the a u t h o r i t y  or in w h i c h  it h a s  a n  inter-

29 est;
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1 (B) the f i x i n g  a n d  c o l l e c t i o n  of rents or  o t h e r  con-

2 s i d e r a t i o n  for, and t he o t h e r  terms to be i n c o r p o r a t e d  i n ^  a

3 lease or c o n t r a c t  of s ale of a p r o j e c t  or d e v e l o p m e n t  p r o j e c t

4 f i n a n c e d  u n d e r  A S  4 4 . 8 8 . 1 5 5  - 4 4 . 8 8 . 1 5 9  or  4 4 . 8 8 . 1 7 2  - 44. 8 8 . 1 7 7 ,

5 or of  a f a c i l i t y  that is p a r t  of an e x p o r t i n g  t r a n s a c t i o n  fi-

6 nanced, gua r a n t e e d ,  or i n s u r e d  u n d e r  A S  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0 ;

7 (C) the a s s i g n m e n t  by the a u t h o r i t y  of its righ t s  in

8 the lease or  c o n t r a c t  of s ale of  a p r o j e c t  or d e v e l o p m e n t  p r o j e c t

9 f i n a n c e d  u n d e r  A S  4 4 . 8 8 . 1 5 5  - 4 4 . 8 8 . 1 5 9  or  4 4 . 8 8 . 1 7 2  - 44. 8 8 . 1 7 7 ,

10 or of a r a c i l i t y  that is par t  of an e x p o r t i n g  t r a n s a c t i o n  fi-

11 nanced, gua r a n t e e d ,  or i n s u r e d  u n d e r  A S  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0  or

12 in a m o r t g a g e  or  o t h e r  s e c u r i t y  i n t e r e s t  c r e a t e d  w i t h  r e s p e c t  to

13 a p r o j e c t  o r  d e v e l o p m e n t  p r o j e c t  f i n a n c e d  u n d e r  AS 4 4 . 8 8 . 1 5 5  -

14 4 4 .8 8 . 1 5 9  o r  4 4 . 8 8 . 1 7 2  - 4 4 . 8 8 . 1 7 7 ,  or  w i t h  r e s p e c t  to a f a c ility

15 that is part of an  e x p o r t i n g  t r a n s a c t i o n  financed, guaranteed, or

16 i n s u r e d  u n d e r  AS 4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0  to a t r u s t e e  for the

17 b e n e f i t  of the b o n d h o l d e r s ;

18 (D) t he terms and c o n d i t i o n s  u p o n  w h i c h  a d d i t i o n a l

19 b o nds of t he a u t h o r i t y  m ay be issued;

20 (E) t he v e s t i n g  in a t r u s t e e  of  rights, powers,

21 duties, funds or  p r o p e r t y  in  t r ust f or the b e n e f i t  of bond-

22 h o l d e r s ,  in c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  the right to e n f o r c e

23 p a y m e n t ,  p e r f o r m a n c e  an d  all o t h e r  r i g h t s  of the a u t h o r i t y  or of

24 the b o n d h o l d e r s  [,] u n d e r  a lease, c o n t r a c t  of sale, mo r t g a g e ,

25 s e c u r i t y  a g r e e m e n t ,  or  trust a g r e e m e n t  w i t h  r e s p e c t  to a p r o j e c t

26 or  d e v e l o p m e n t  p r o j e c t  f i n a n c e d  u n d e r  A S  4 4 . 8 8 . 1 5 5  - 4 4 . 8 8 . 1 5 9  or

27 4 4 . 8 8 . 1 7 2  - 44 . 8 8 . 1 7 7 ,  or  w i t h  r e s p e c t  to a f a c i l i t y  that is p a r t

28 of  an e x p o r t i n g  t r a n s a c t i o n  financed, g u a r a nteed, or i n s u r e d

29 u n d e r  A S  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0  by m a n d a m u s  or  o t h e r  p r o c e e d i n g  or
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1 by  t a k i n g  p o s s e s s i o n  of b y  a g e n t  or  o t h e r w i s e  an d  o p e r a t i n g  a

2 p r o j e c t  or  f a c i l i t y  a nd c o l l e c t i n g  r e nts o r  o t h e r  c o n s i d e r a t i o n

3 a nd a p p l y i n g  the same in a c c o r d a n c e  w i t h  the trust a g r e e m e n t ;

4 (2) pledge, m o r t g a g e  or a s s i g n  m o ney, leases, a g r e e m e n t s ,

5 p r o p e r t y  or o t h e r  assets of t he a u t h o r i t y  e i t h e r  p r e s e n t l y  in h a n d  or

6 to be r e c e i v e d  in  the future, or  both; a nd

7 (3) p r o v i d e  f or any o t h e r  m a t t e r s  of like or d i f f e r e n t

8 c h a r a c t e r  w h i c h  in a ny w a y  a f f e c t  the s e c u r i t y  or p r o t e c t i o n  of the

9 b o n d s .

10 * Sec. 18. AS  4 4 . 8 8 . 1 0 5 ( f )  is a m e n d e d  to read:

11 (f) T he a u t h o r i t y  m a y  n o t  e s t a b l i s h  a c a p i t a l  r e s e r v e  f u n d  to

12 s e c u r e  an  issue of b o n d s  in a n  a m o u n t  in  exce s s  of $ 1 , 0 0 0 , 0 0 0  u n l e s s

13 at least 20 p e r c e n t  of the p r i n c i p a l  a m o u n t  of the loa n  f or the proj-

14 ect or  d e v e l o p ment p r o j e c t  b e i n g  f i n a n c e d  u n d e r  A S  4 4 . 8 8 . 1 5 5  -

15 4 4 . 8 8 . 1 5 9  or 4 4 . 8 8 . 1 7 2  - 4 4 . 8 8 . 1 7 7 ,  or of the loa n  to finance, g u a r a n -

16 tee, o r  insure an e x p o r t i n g  t r a n s a c t i o n  u n d e r  A S  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0

17 is r e t a i n e d  b y  a f e d e r a l  or  s t ate c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n  or

18 the A l a s k a  C o m m e r c i a l  F i s h i n g  a nd A g r i c u l t u r e  Bank.

19 * Sec. 19. AS 4 4 . 8 8 . 1 3 0  is a m e n d e d  to read:
1

20 Sec. 44.88.130. P L E D G E  O F  T H E  STATE. .ic s t ate p l e d g e s  to a n d

21 a g rees w i t h  the h o l d e r s  of b o n d s  i s s u e d  u n d e r  this c h a p t e r  a n d  w i t h

22 the f e d eral a g e n c y  that lends [ W HICH LOAN S ]  or  c o n t r i b u t e s  f u nds in

23 r e s p e c t  to a p r o j e c t  or d e v e l o p m e n t  p r o j e c t  f i n a n c e d  u n d e r  AS  4 4 . 8 8 . -

24 155 - 4 4 . 8 8 . 1 5 9  or  4 4 . 8 8 . 1 7 2  - 4 4 . 8 8 . 1 7 7 ,  or  i n  r e s p e c t  to an  e x port-

25 i ng t r a n s a c t i o n  financed, g u a r a n t e e d ,  or i n s u r e d  u n d e r  AS  4 4 . 8 8 . 3 0 0  -

26 4 4 . 8 8 . 3 9 0  [,] that the s t ate w i l l  n o t  limit o r  a l t e r  the r i g h t s  an d

27 p o w e r s  v e s t e d  in the a u t h o r i t y  by  this c h a p t e r  to f u l f i l l  the terms of

28 a c o n tract m a d e  by  the a u t h o r i t y  w i t h  the h o l d e r s  or f e d e r a l  a g e n c y

29 and that the state w i l l  not [, OR] in  a ny w a y  i m p a i r  the r i g h t s  an d
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1 r e m e d i e s  of the h o l d e r s  u n t i l  the b o nds, t o g e t h e r  w i t h  the i n t e r e s t  on

2 t h e m  w i t h  i n t e r e s t  on  u n p a i d  i n s t a l l m e n t s  of interest, and all costs

3 and e x p e n s e s  in c o n n e c t i o n  w i t h  a n  a c t i o n  or p r o c e e d i n g  by  or  on

4 b e h a l f  of the h o l d e r s  [,] are f u l l y  m e t  a n d  d i s c h arged. The a u t h o r i t y

5 is a u t h o r i z e d  to i n c l u d e  thi s  p l e d g e  a nd a g r e e m e n t  of the state,

6 i n s o f a r  as it r e f e r s  to h o l d e r s  of  b o n d s  of the a u t h ority, in a con-

7 tract w i t h  the h o l d e r s  [,] a ndA  i n s o f a r  as it r e l ates to a f e d e r a l

8 agency, in a c o n t r a c t  w i t h  the f e d e r a l  agency.

9 * Sec. 20. AS 4 4 . 8 8 . 1 4 0  is a m e n d e d  to read:

10 Sec. 44 . 8 8 . 1 4 0 .  E X E M P T I O N  F R O M  T A X A T I O N .  (a) The real and

11 p e r s o n a l  p r o p e r t y  of the a u t h o r i t y  a n d  its assets, i n c o m e ^  an d  re-

12 c e ipts are d e c l a r e d  to be the p r o p e r t y  of a p o l i t i c a l  s u b d i v i s i o n  of

13 the s t ate and, t o g e t h e r  w i t h  a n y  p r o j e c t  o r  d e v e l o p m e n t  p r o j e c t  fi-

™  14 n a n c e d  u n d e r  A S  4 4 . 8 8 . 1 5 5  - 4 4 . 8 8 . 1 5 9  o r  4 4 . 8 8 . 1 7 2  - 44. 8 8 . 1 7 7 ,  [THIS

15 CHAPTER] a nd a l e a s e h o l d  i n t e r e s t  c r e a t e d  i n  a p r o j e c t  or d e v e l o p m e n t

16 p r o j e c t  f i n a n c e d  [ A P P L I C A N T  O R  O T H E R  PERSON] u n d e r  AS 4 4 . 8 8 . 1 5 5  -

17 4 4 . 8 8 . 1 5 9  or  4 4 . 8 8 . 1 7 2  - 4 4 . 8 8 . 1 7 7  [THIS CHAPTER], d e v o t e d  to an

18 e s s e n t i a l  p u b l i c  a n d  g o v e r n m e n t a l  f u n c t i o n  a nd purpose, and the

19 p r o p erty, assets, income, re c e i p t s ,  p r o j e c t , d e v e l o p m e n t  project, and

20 l e a s e h o l d  i n t e r e s t s  shall be e x e m p t  f r o m  al l  taxes and s p e c i a l  assess-

21 m e n t s  of the s t ate or a p o l i t i c a l  s u b d i v i s i o n  of the state, including,

22 w i t h o u t  lim i t a t i o n ,  all b o r o u g h s ,  cities, m u n i c i p a l i t i e s ,  s c h o o l

23 di s t r i c t s ,  p u b l i c  u t i l i t y  d i s t r i c t s  a n d  o t h e r  t a xing units. Al l  b o n d s

24 of the a u t h o r i t y  are d e c l a r e d  to be  i s s u e d  by a p o l i t i c a l  s u b d i v i s i o n

25 of the s t ate a n d  for an  e s s e n t i a l  p u b l i c  a n d  g o v e r nmental p u r p o s e  and

26 to be a p u b l i c  i n s t r u m e n t a l i t y ^  a n d  th e  bonds, a nd the i n t erest on

27 them, the inco m e  f r o m  t h e m  and t h e  t r a n s f e r  of the bonds, and all

28 assets, i n come a nd r e c e i p t s  p l e d g e d  to p a y  or s e cure the p a y m e n t s

29 [PAYMENT] of the bonds, o r  i n t e r e s t  o n  them, shall at all times be
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1 e x e m p t  fro m  t a x a t i o n  by or  u n d e r  the a u t h o r i t y  of the state, e x cept

2 f or i n h e r i t a n c e  and e s t a t e  taxes a nd t a xes o n  t r a n s f e r s  by  or  in

3 c o n t e m p l a t i o n  of death. N o t h i n g  in this s e c t i o n  a f f e c t s  or limits an

4 e x e m p t i o n  from l i cense fees, p r o p e r t y  taxes, or excise, i n come or  any

5 o t h e r  taxes, p r o v i d e d  u n d e r  any o t h e r  law, n o r  d o e s  it c r eate a tax

6 e x e m p t i o n  w i t h  r e s pect to the i n t e r e s t  of a n y  b u s i n e s s  e n t e r p r i s e  or

7 o t h e r  person, o t h e r  t h a n  the a u t h o r i t y ,  in  a n y  pr o p e r t y ,  assets,

8 income, receipts, p r o j e c t , d e v e l o p m e n t  p r o j e c t ,  or  lease w h e t h e r  or

9 not f i n a n c e d  u n d e r  this chapter.

10 (b) The a u t h o r i t y  m a y  e n t e r  int o  a g r e e m e n t s  w i t h  an a p p l i c a n t  or

11 [A] p r o p o s e d  [PROJECT] a p p l i c a n t  u n d e r  this c h a p t e r  [OR P R O J E C T  APPLI-

12 CANT] p r o v i d i n g  for payments, c o m p u t e d  o n  a f o r m u l a  b a s i s  or  o t h e r w i s e

13 [,] in lieu of taxes, w h i c h  the a u t h o r i t y  m a y  c o n s i d e r  a p p r o priate.

14 The a g r e e m e n t  m a y  p r o v i d e  that the p a y m e n t s  be  m a d e  to the p o l i t i c a l

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

16 or is to be l o c a t e d  or  to any o t h e r  t a x i n g  uni t  of  the s t ate includ-

17 ing, w i t h o u t  limitation, a borough, city, m u n i c i p a l i t y ,  s c h o o l  dis-

18 trict o r  p u b l i c  u t i l i t y  d i s t r i c t ,  the a r e a  of  w h i c h  is c o t e r m i n o u s  in

19 w h o l e  or  in p a r t  w i t h  that of the p o l i t i c a l  subd i v i s i o n .

20 *  Sec. 21. AS  4 4 . 8 8 . 1 5 5 ( a )  is a m e n d e d  to read:

21 Sec. 4 4 . 8 8.155. 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  [FUND]. (a) The

22 e n t e r p r i s e  d e v e l o p m e n t  a c c ount [FUND] is e s t a b l i s h e d  i n  the r e v o l v i n g

23 fund [ A U T H O R I T Y ] . T he 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  [FUND] is a

24 t r u s t  f u n d  for the u s e s  a n d  p u r p o s e s  of  this c h a p t e r  [AS 4 4 . 8 8 . 0 1 0  -

25 4 4 . 8 8 . 2 2 0 ] .  T he 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  [FUND] c o n s i s t s  of

26 m o n e y  o r  asse t s  a p p r o p r i a t e d  or  t r a n s f e r r e d  to the a u t h o r i t y  and o t h e r

27 m o n e y  o r  asse t s  d e p o s i t e d  in  it by  the au t h o r i t y .

28 * Sec. 22. AS 4 4 . 8 8 . 1 5 5 ( b )  is a m e n d e d  to read:

29 (b) The a u t h o r i t y  m a y  e s t a b l i s h  i n  th e  e n t e r p r i s e  d e v e l o p m e n t
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1 a c c o u n t  [FUND] a s m all e n t e r p r i s e  l o a n  account, a loan in s u r a n c e

2 a c c o u n t ,  a nd o t h e r  a c c o u n t s  it c o n s i d e r s  a p p r o priate.

3 *  Sec. 23. AS  4 4 . 8 8 . 1 5 5 ( c )  is a m e n d e d  to read:

4 (c) M o n e y  a nd o t h e r  assets of  the e n t e r p r i s e  d e v e l o p m e n t  account

5 [FUND] m a y  be u s e d  to secure b o n d s  of the a u t h o r i t y  i s s u e d  to f i n ance

6 th e  p u r c h a s e  of loans for p r o j e c t s  [,] a n d  shall be h e l d  a nd i n v e s t e d

7 by the a u t h o r i t y  in  the types of i n v e s t m e n t s  d e s c r i b e d  in A S  37.10.-

8 0 7 0 ( a )  a nd AS  3 9 . 3 5 . 1 1 0 ( a ) ( 9 )  a nd (14) or  s h all be u s e d  to p u r c h a s e

9 loans for p r o j e c t s  [AS D E F I N E D  IN A S  4 4 . 8 8 . 2 2 0 ] ,

10 * Sec. 24. A S  4 4 . 8 8 . 1 5 5 ( d )  is a m e n d e d  to read:

11 (d) A  l o a n  p u r c h a s e d  in w h o l e  o r  in par t  by the a u t h o r i t y  w i t h

12 a s s e t s  of  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 nds

•
13 s e c u r e d  b y  a s s e t s  of 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

14 loan w h i c h  is f i n a n c e d  w i t h  the p r o c e e d s  of b o nds of the a u t h o r i t y  and

15 s e c u r e d  o n l y  by a p r o j e c t  a p p l i c a n t  o r  a p r o ject,

16 (1) m ay not e x c e e d

17 (A) $10,000,000; or

18 (B) $ 5 0 0 , 0 0 0  if the l o a n  is p u r c h a s e d  u n d e r  A S  44.88.-

19 158;

20 (2) ma y  not e x c e e d  the cost of the p r o j e c t  or 75 p e r c e n t  of

21 the a p p r a i s e d  v a l u e  of the project, w h i c h e v e r  is less, u n less the

22 a m o u p t  of the loan in excess of this limit is f e d e r a l l y  i n s u r e d  or

23 g u a r a n t e e d  or  is i n s u r e d  by  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  company;

24 (3) ma y  n ot be for a t e r m  l o n g e r  t h a n  t h r e e - q u a r t e r s  of the

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

26 d a t e  the loa n  is made, w h i c h e v e r  is earlier;

27 (4) shall 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  satis-

28 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  by  the borrower;

29 (5) shall be in the f o r m  a n d  c o n t a i n  the terms and

S B 0 0 6 4 B  -17- CSS B  64(L&C)



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

2 taxes a nd a s s e s s m e n t s ,  d e f a u l t  reserves, d e l i n q u e n c y  charges, d e f a u l t

3 remedies, 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  l i e n s ^  an d  o t h e r  m a t t e r s

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

5 (6) s h all be  s e c u r e d  as to r e p a y m e n t  by a m o r t g a g e  or o t h e r

6 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

7 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 loa n  a g r e e m e n t  e n t e r e d  into w i t h

8 the bo r r o w e r ;

9 (7) m a y  n ot be m a d e  unle s s

10 (A) at least 1C p e r c e n t  of the p r i n c i p a l  a m ount of the

11 l oan is r e t a i n e d  by t he o r i g i n a t o r  of the loan; or

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

13 g u a r a n t e e d  by the U n i t e d  S t ates o r  an a g e n c y  or  i n s t r u m e n t a l i t y

14 of the U n i t e d  States;

15 (8) m u s t  be

16 (A) at least p a r t i a l l y  g u a r a n t e e d  by the U n i t e d  States

17 or an  a g e n c y  or i n s t r u m e n t a l i t y  of the U n i t e d  States, s u b j e c t  to

18 the p r o v i s i o n s  of  AS  44 . 8 8 . 1 5 8 ;  [OR]

19 (B) f i n a n c e d  fro m  the p r o c e e d s  of bonds; or

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

21 p r o c e e d s  of bonds.

22 * Sec. 25. A S  4 4 . 8 8 . 1 5 5 ( e )  is a m e n d e d  to read:

23 (e) Th e  a u t h o r i t y  m a y  adopt r e g u l a t i o n s  f or the a d m i n i s t r a t i o n

24 of 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 ount i n c l u d  .ng [FUND W H I C H  M A Y  IN-

25 C L U D E ] , w i t h o u t  l i m i tation, p r o v i s i o n s  f or fees a n d  a g r e e m e n t s  re-

26 lati n g  to a p p l i c a t i o n ,  l o a n  commitment, servicing, and o r i g i n a t i o n  of

27 loans by o t h e r  lenders.

28 *  Sec. 26. A S  4 4 . 8 8 . 1 5 5 ( f )  is a m e n d e d  to read:

(f) T he a u t h o r i t y  m a y  e n t e r  into a g r e e m e n t s  as to the u s e  of the
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m o n e y  in 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  [ F U N D ] , i n c l u d i n g  w i t h o u t  

l i m i t a t i o n ,  trust o r  c u s t o d y  a r r a n g e m e n t s  w i t h  banks or trust c o m­

panies. It m a y  a l s o  pledge, assign, or  g r a n t  the a g r e e m e n t ,  i n t e r e s t s  

u n d e r  an ag r e e m e n t ,  o r  i n t e r e s t s  in 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  

[FUND] as m a y  be n e c e s s a r y  or a p p r o p r i a t e  to p r o v i d e  fo r  p a y m e n t  and 

s e c u r i t y  for b o n d s  of the a u t h o r i t y  i s s u e d  to f i n a n c e  the p u r c h a s e  by 

the a u t h o r i t y  of loans for p r o j e c t s .

*  Sec. 27. AS 4 4 . 8 8 . 1 5 5  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

(h) The p r o v i s i o n s  of this s e c t i o n  a p p l y  o n l y  w i t h  r e s p e c t  to 

loans p u r c h a s e d  or m a d e  by  the a u t h o r i t y  f or p r o j e c t s  u n d e r  AS 4 4 . 8 8 . -  

155 - 44 . 8 8 . 1 5 9 .

* Sec. 28. AS  4 4 . 8 8 . 1 5 7 ( a )  is a m e n d e d  to read:

(a) The l oan i n s u r a n c e  a c c o u n t  is e s t a b l i s h e d  in the r e v o l v i n g  

f u n d. T h e  p u r p o s e  of the loan i n s u r a n c e  a c c ount is to p r o v i d e  i n s u r­

ance  of m o r t g a g e  loans a nd o t h e r  loans m a d e  or  p u r c h a s e d  b y  the a u­

thor i t y  u n d e r  A S  4 4 . 8 8 . 1 5 5 , or m a d e  b y  o t hers and a p p r o v e d  fo r  i n s u r­

ance  by the a u t h o r i t y ,  f or a project. The a u t h o r i t y  m a y  e n t e r  into 

a g r e e m e n t s  as to the use of  m o n e y  in the l o a n  i n s u r a n c e  a c c o u n t  and 

m a y  pledge, assign, o r  g r ant i n t e r e s t s  in the loan i n s u r a n c e  a c c o u n t  

as p r o v i d e d  in  this section. T h e  a u t h o r i t y  m ay adopt r e g u l a t i o n s  and 

e n t e r  int o  a g r e e m e n t s  w i t h  r e s pect to the e x e r c i s e  of a n y  p o w e r  or

a p p r o v a l  r e l a t i n g  to the l oan i n s u r a n c e  account u n d e r  this section,

in c l uding, w i t h o u t  l i m i tation, a g r e e m e n t s  as to the u s e  of m o n e y  in 

the loan i n s u r a n c e  a c c ount, a g r e e m e n t s  w i t h  r e s pect to the terms and 

c o n d i t i o n s  u p o n  w h i c h  p a y m e n t s  f r o m  the loa n  i n s u r a n c e  a c c o u n t  w i l l  be 

m a d e  w i t h  r e s p e c t  to a l o a n  i n s u r e d  u n d e r  this section, a g r e e m e n t s  as

to s e p a r a t e  s u b a c c o u n t s  in the loa n  i n s u r a n c e  a c c o u n t  for d i f f - r ^ n t

c a t e g o r i e s  of loans or as to loans m a d e  by the a u t h o r i t y  or  a ny o t h e r  

person, a n d  a g r e e m e n t s  r e g a r d i n g  the p a y m e n t  of a nd s e c u r i t y  for bonds
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1 i s s u e d  by the au t h o r i t y .  A n  ag r e e m e n t ,  the rights of t he a u t h o r i t y

2 u n d e r  an a g r e ement, o r  p a y m e n t s  r e c e i v e d  or  to be r e c e i v e d  u n d e r  a n

3 a g r e e m e n t  m ay be p l e d g e d  or  a s s i g n e d  b y  the a u t h o r i t y  f or the b e n e f i t

A of the h o l d e r s  of b o n d s  i s s u e d  by  the authority.

5 *  Sec. 29. AS  4 4 . 8 8 . 1 5 7 ( b )  is a m e n d e d  to read:

6 (b) The a u t h o r i t y  may, u p o n  a p p l i c a t i o n  of a b o r r o w e r  or  pro-

7 p o s e d  borrower, insu r e  and m a k e  a d v a n c e  c o m m i t m e n t s  to i n s u r e  l o a n

8 r e p a y m e n t s  r e q u i r e d  u n d e r  the t e rms of  a l o a n  m a d e  by it or by  a n o t h e r

9 l e n d e r  w i t h  r e spect to a p r o j e c t ,  u p o n  the terms and c o n d i t i o n s  the

10 a u t h o r i t y  p r e s c ribes. To  be e l i g i b l e  for i n s u r a n c e  u n d e r  this s e c t i o n

11 [AS 4 4 . 8 8 . 0 1 0  - 4 4 . 8 8 . 2 2 0 ] ,  a l o a n  for a p r o j e c t

12 (1) s h all be h e l d  by the a u t h o r i t y  or by a l e n d e r  a p p r o v e d

13 by the a u t h o r i t y  as r e s p o n s i b l e  a nd a b l e  to s e r v i c e  the loan;

14 (2) m a y  not e x c e e d  $ 1 0 , 0 0 0 , 0 0 0  for a project, or 90 p e r c e n t

15 of the cost of the p r o j e c t  or 90 p e r c e n t  of the a p p r a i s e d  v a l u e  of the

16 project, w h i c h e v e r  is less;

17 (3) m a y  not be m a d e  fo 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

18 of the a u t h o r i t y ' s  e s t i m a t e  of the life of t he p r o j e c t  or 25 y e a r s

19 f rom the date of i s s u a n c e  of the i n s u rance, w h i c h e v e r  is earlier;

20 (4) s h all 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  sati s -

21 factory 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  by the b o r r o w e r ;

22 and

23 (5) s h all b e  in  the f o r m  an d  c o n t a i n  the terms w i t h  r e s p e c t

24 to insurance, r e p airs, a l t e r a t i o n s ,  p a y m e n t  of  taxes a nd a s s e s s m e n t s ,

25 d e f a u l t  reserves, d e l i n q u e n c y  charges, d e f a u l t  remedies, a c c e l e r a t i o n

26 of m a t urity, a d d i t i o n a l  a n d  s e c o n d a r y  liens, and o t h e r  m a t t e r s  tha t

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

28 * Sec. 30. AS 4 4 . 8 8 . 1 5 7 (k) is a m e n d e d  to read:

29 (k) A  loan m a y  not be  i n s u r e d  u n d e r  this s e c t i o n  [FROM A  L O A N
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1 I N S U R A N C E  A C C O U N T  W I T H I N  T H E  E N T E R P R I S E  D E V E L O P M E N T  FUND] if the loa n

2 is for a p r o j e c t  the cost of w h i c h  e x c e e d s  $ 1 0 , 0 00,000.

3 *  Sec. 31. AS 4 4 . 8 8 . 1 5 7 ( 1 )  is a m e n d e d  to read:

4 (1) A  loan in e x c e s s  of $ 1 , 0 0 0 , 0 0 0  ma y  n o t  be i n s u r e d  u n d e r  this

5 s e c t i o n  [FROM A  L O A N  I N S U R A N C E  A C C O U N T  W I T H I N  T H E  E N T E R P R I S E  D E V E L O P -

6 M E N T  FUND] u n l e s s  at l e ast 20 p e r c e n t  of the p r i n c i p a l  a m o u n t  of the

7 loan is r e t a i n e d  by  a f e d e r a l  or  s t a t e  c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n

8 or  the A l a s k a  C o m m e r c i a l  F i s h i n g  a nd A g r i c u l t u r e  Bank.

9 * Sec. 32. AS 4 4 . 8 8 . 1 5 8 ( a )  is a m e n d e d  to read:

10 Sec. 44 . 8 3 . 1 5 8 .  E N T R E P R E N E U R I A L  A N D  S M A L L  B U S I N E S S  E N T E R P R I S E

11 L OAN ACCOUNT. (a) A n  e n t r e p r e n e u r i a l  a nd [A] small b u s i n e s s  e n ter-

12 p r ise l oan a c c o u n t  is e s t a b l i s h e d  in the r e v o l v i n g  [ E N T E R P R I S E  DE-

13 V E L O P M E N T ]  fund. T he a c c o u n t  m a y  be c o m p o s e d  of m o n e y  or a s s e t s

14 a p p r o p r i a t e d  or  t r a n s f e r r e d  to the au t h o r i t y ,  i n t e r e s t  on  i n v e s t m e n t s

15 a nd loans of the e n t r e p r e n e u r i a l  a n d  s m all b u s i n e s s  e n t e r p r i s e  loan

16 account, the u n p l e d g e d  i n c o m e  of  the r e v o l v i n g  [ E N T E R P R I S E  D E V E L O P -

17 MENT] fund, a n d  o t h e r  m o n e y  o r  a s s e t s  d e p o s i t e d  in it by  the a u t h o r i -

18 ty.

19 * Sec. 33. AS 4 4 . 8 8 . 1 5 8 ( b )  is a m e n d e d  to read:

20 (b) The a u t h o r i t y  m a y  u s e  m o n e y  in the e n t r e p r e n e u r i a l  an d  small

21 b u s i n e s s  e n t e r p r i s e  l oan a c c o u n t  to p u r c h a s e  or p a r t i c i p a t e  in the

22 p u r c h a s e  of loans to e n t r e p r e n e u r i a l  and s m all b u s i n e s s  e n t e r p r i s e s

23 a nd to p u r c h a s e  the g u a r a n t e e d  p o r t i o n  of a loan m a d e  by  a p r i v a t e

24 f i n a n c i a l  i n s t i t u t i o n  a f t e r  J u n e  30, 1981, to a n  e n t r e p r e n e u r i a l  or

25 [A] small b u s i n e s s  e n t e r p r i s e  to p ay the cost of a p r o j e c t  o r  ex-

26 p o r t i n g  t r a n s a c t i o n  [, A S  D E F I N E D  IN AS  4 4 . 8 8 . 2 2 0 ] ,  if the loa n  is

27 g u a r a n t e e d  by 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  of the

28 U n i t e d  States, i n c l uding, but not l i m i t e d  to, the S m all B u s i n e s s

29 A d m i n i s t r a t i o n ,  the N a t i o n a l  M a r i n e  F i s h e r i e s  Service, and the F a r m e r s
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1 H o m e  A d m i n i s t r a t i o n .

2 *  Sec. 34. A S  4 4 . 8 8 . 1 5 9  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

3 (d) T h e  p r o v i s i o n s  of thi s  s e c t i o n  a p p l y  o n l y  to loans f i n a n c e d

4 u n d e r  A S  4 4 . 8 8 . 1 5 5  - 4 4 . 8 8 . 1 5 9 .

5 *  Sec. 35. A S  4 4 . 8 8 . 1 7 2  is a m e n d e d  to read:

6 Sec. 4 4 . 8 8 . 1 7 2 .  E C O N O M I C  D E V E L O P M E N T  A C C O U N T  [FUND]. (a) T h e

7 e c o n o m i c  d e v e l o p m e n t  a c c o u n t  [FUND] is e s t a b l i s h e d  in the r e v o l v i n g

8 f u n d [ A U T H O R I T Y ] . T h e  a c c o u n t  [FUND] c o n s i s t s  of m o n e y  or assets

9 a p p r o p r i a t e d ,  loaned, o r  t r a n s f e r r e d  to the a u t h ority, an d  o t h e r  m o n e y

10 o r  a s s e t s  d e p o s i t e d  i n  the a c c o u n t  [FUND] b y  the authority. T he

11 a c c o u n t  [FUND] m a y  [ONLY] be  u s e d  o n l y  to finance, acquire, manage,

12 a nd o p e r a t e  d e v e l o p m e n t  p r o j e c t s  that t he a u t h o r i t y  intends to o w n  a n d

13 o p e r a t e .  T h e  t e r m  " o p e r a t e "  i n c l u d e s  o p e r a t i o n  d i r e c t l y  by the au-

14 t h o r i t y ,  or  by a n  a g ent of t he a u t h o r i t y .

15 (b) If a d e v e l o p m e n t  p r o j e c t  is f i n a n c e d  or d e v e l o p e d  t h r o u g h

16 us e  of the a s s e t s  of the e c o n o m i c  d e v e l o p m e n t  a c c ount [ F U N D ] , the

17 a u t h o r i t y  m a y  not p l e d g e  or u s e  [OTHER] a s s e t s  of the e n t e r p r ise de-

18 v e l o p m e n t  a c c o u n t  e s t a b l i s h e d  in A S  4 4 . 8 8 . 1 5 5  [AUTHORITY] to a s s i s t  in

19 the fi n a n c i n g ,  d e v e l o p m e n t ,  or  o p e r a t i o n  of  t he d e v e l o p m e n t  project.

20 H o w e v e r ,  w h e t h e r  o r  not the a u t h o r i t y  u s e s  t he e c o n o m i c  d e v e l o p m e n t

21 a c c o u n t  [FUND], it m a y  i s s u e  b o n d s  to f i n a n c e  a d e v e l o p m e n t  p r o j e c t

22 a nd m a y  s e c u r e  t he b o n d s  w i t h  a m o r t g a g e ,  p l edge, o r  a s s i g n m e n t  of the

23 d e v e l o p m e n t  p r o j e c t  o r  of re v e n u e s ,  m o n e y ,  o r  a g r e e m e n t s  a t t r i b u t a b l e

24 to the d e v e l o p m e n t  p r o j e c t  o r  the b o n d s . F i n a n c i n g  a s s i s t a n c e  pro-

25 v i d e d  w i t h  r e spect to a d e v e l o p m e n t  p r o j e c t  u n d e r  this s e c t i o n  shall,

26 to the m a x i m u m  e x tent r e a s o n a b l e  u n d e r  t h e  c i r c u m s t a n c e s ,  be m a d e  in

27 the f o r m  of a loan to t he p r o j e c t  [AS P R O V I D E D  IN SEC. 10 O F  T H I S

28 A C T ] .

29 * Sec. 36. A S  4 4 . 8 8 . 1 9 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:
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1 (c) A loan p u r c h a s e d  or f i n a n c e d  by the a u t h o r i t y  in w h o l e  o r  in

2 part is exempt from the p r o v i s i o n s  of AS 45.45.010. A g u a r a n t e e

3 e x t e n d e d  u n d e r  AS  4 4 . 8 8 . 3 0 0  or i n s u r a n c e  p r o v i d e d  u n d e r  AS 4 4 . 8 8 . 3 9 0

4 doe s  not c o n s t i t u t e  i n s u r a n c e  f or the p u r p o s e s  of AS 21.03.010.

5 * Sec. 37. AS 4 4 . 8 8 , 2 2 0  is a m e n d e d  by a d d i n g  n e w  p a r a g r a p h s  to read:

6 (13) " d e v e l o p m e n t  p r o j e c t "  m e a n s  a p l a n t  or f a c i l i t y  u s e d  or

7 i n t e n d e d  for u s e  in c o n n e c t i o n  w i t h  m a king, p r o c e s s i n g ,  p r e p a r i n g ,  or

8 p r o d u c i n g  goods, products, or sub s t a n c e s ,  or  in c o n n e c t i o n  w i t h  de-

9 v e l o p i n g  or u t i l i z i n g  a n a t u r a l  resource, or  ext r a c t i n g ,  smelting,

10 t r a n s porting, converting, as s e m b l i n g ,  or p r o d u c i n g  m i n e r a l s ,  r aw

11 m a t e r i a l s ,  c h e m icals, compounds, alloys, fibers, c o m m o d i t i e s  and

12 m a t e r i a l s ,  p r o ducts, or substances;

13 (14) " e n t r e p r e n e u r i a l  e n t e r p r i s e "  m e a n s  an e n t e r p r i s e  in

14 w h i c h  one or m o r e  i n d i v i d u a l s  h a v e  an o w n e r s h i p  i n t e r e s t  in an  innova-

15 tive v e n t u r e  or  ventures;

16 (15) " r e v o l v i n g  fund" m e a n s  the A l a s k a  I n d u s t r i a l  D e v e l o p -

17 ment A u t h o r i t y  r e v o l v i n g  T-ind c r e a t e d  in AS  44.88.060.

18 *  Sec. 38. AS 4 4 .88 is a m e n d e d  by a d d i n g  n e w  s e c t i o n s  to read:

19 A R T I C L E  5. E X P O R T  A S S I S T A N C E .

20 Sec. 44.88.300. G U A R A N T E E D  F U N D I N G  F O R  E X P O R T  T R A N S A C T I O N S .  The

21 a u t h o r i t y  may p r o v i d e  g u a r a n t e e d  funding, t h r o u g h  a p a r t i c i p a t i n g

22 b a n k i n g  o r g a n i z a t i o n ,  for an e x port t r a n s a c t i o n  that the a u t h o r i t y

23 d e t e r m i n e s  is e l i g i b l e  u n d e r  AS 44.88.310.

24 Sec. 4 4 . 8 8.310. E L I G I B I L I T Y  OF  E X P O R T  T R A N S A C T I O N S .  A n  export-

25 ing contract is a t r a n s a c t i o n  e l i g i b l e  for g u a r a n t e e d  f u n d i n g  u n d e r

26 AS  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0  if, in the j u d g m e n t  of the au t h o r i t y ,  it w i l l

27 crea t e  or m a i n t a i n  e m p l o y m e n t  in the s t ate a n d  it

28 (1) p r o m o t e s  the sale a b r o a d  of r a w  m a t e r i a l s  e x t r a c t e d  in

29 the state, or goods w h o s e  final stage of p r o d u c t i o n  o c curs in the
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state, that c o n s t i t u t e s  25 p e r c e n t  o r  m o r e  of th e  c o n t r a c t  price;

(2) p r o v i d e s  f o r  t he r e n d e r i n g  of  s e r v i c e s  a b r o a d  by  a 

b u s i n e s s  l o c ated in  the s t a t e  if 25 p e r c e n t  o r  m o r e  of  the c o n t r a c t  

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

r e s i d i n g  in the state;

(3) p r o m o t e s  the s a l e  a b r o a d  o f  r a w  m a t e r i a l s  or  goods 

d i s t r i b u t e d  by a b u s i n e s s  l o c a t e d  in the s t a t e  if

(A) 25 p e r c e n t  or  m o r e  of the c o n t r a c t  p r i c e  c o n s i s t s

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

r e s i d i n g  or  l o c a t e d  in  t he state; or

(B) the b u s i n e s s  has a s i g n i f i c a n t  r e l a t i o n s h i p  w i t h  

the s t a t e  b a s e d  u p o n

(i) the a m o u n t  of c a p i t a l  i n v e s t m e n t s  it has that 

are l o c a t e d  in the state;

(ii) the n u m b e r  of s t a t e  r e s i d e n t s  e m p l o y e d  by the

b u s i n e s s ;

(iii) the amou n t  of b u s i n e s s  t r a n s a c t e d  in the 

state; or

(iv) a c o m b i n a t i o n  of (i) - (iii); or

(4) p r o v i d e s  b o t h  f o r  the sale a b r o a d  of raw m a t e r i a l s  

e x t r a c t e d  in the s t a t e  or g o o d s  w h o s e  f i nal s t a g e  of p r o d u c t i o n  o c c u r s  

in the state, a n d  f o r  the r e n d e r i n g  of s e r v i c e s  a b r o a d  by s t ate r e s i­

dents, the a g g r e g a t e  v a l u e  of w h i c h  is 25 p e r c e n t  or  m o r e  of the 

c o n t r a c t  price.

Sec. 4 4 . 8 8.320. L I M I T A T I O N S  ON G U A R A N T E E S .  la) The a u t h o r i t y  

m a y  not g u a r a n t e e  m o r e  t h a n  90 p e r c e n t  of a l o a n  u n d e r  A S  44 . 8 8 . 3 0 0 .

(b) T he a u t h o r i t y  m a y  n o t  g u a r a n t e e  a l o a n  u n d e r  AS  4 4 . 8 8 . 3 0 0  

u n l e s s  th e  a u t h o r i t y  finds that the g u a r a n t e e  is r e a s o n a b l y  n e c e s s a r y  

to s t i m u l a t e  or  f a c i l i t a t e  the m a k i n g  of a l o a n  f o r  a n  e l i g i b l e
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1 e x p o r t i n g  transaction.

2 Sec. 44 . 8 8 . 3 3 0 .  C R E D I T  OF EXPORTER. B e f o r e  the a u t h o r i t y  m a y

3 g u a r a n t e e  a loan u n d e r  AS  4 4 . 8 8 . 3 0 0 ,  the p a r t i c i p a t i n g  f i n a n c i a l

4 i n s t i t u t i o n  shall i n v e s t i g a t e  the cred i t  or s o u r c e s  of credit avail-

5 able to the e x p o r t e r  to d e t e r m i n e  the e c o n o m i c  b e n e f i t s  to be d e r i v e d

6 fro m  the g u a r a n t e e ,  the p r o s p e c t s  of rep a y m e n t ,  a nd o t h e r  f a c tors

7 n e c e s s a r y  to d e t e r m i n e  that the g u a r a n t e e d  f u n d i n g  is c o n s i s t e n t  w i t h

8 the p u r p o s e s  of A S  4 4 . 8 8 . 3 0 0  - 44.88.390.

9 Sec. 44 . 8 3 . 3 4 0 .  C O N F I D E N T I A L I T Y  OF  I N F O R M A T I O N .  I n f o r m a t i o n

10 s u b m i t t e d  to or c o m p i l e d  by the a u t h o r i t y  r e g a r d i n g  t he identity,

11 b a c k ground, finances, m a r k e t i n g  plans, trade secrets, or o t h e r  commer-

12 c i ally s e n s i t i v e  a f f a i r s  of the e x p o r t e r  is c o n f i d e n t i a l ,  u n l e s s  the

13 e x p o r t e r  c o n sents to its di s c l o s u r e .

14 Sec. 44 . 8 8 . 3 5 0 .  F EES CHARGED. The a u t h o r i t y  shall, by regula-

15 tion, e s t a b l i s h  fees to be c h a r g e d  to a p a r t i c i p a t i n g  f i n a n c i a l  insti-

16 t u t i o n  for p r o v i d i n g  a g u a r a n t e e  u n d e r  AS 4 4 . 8 8 . 3 0 0 .  The fees mus t  be

17 s u f f i c i e n t  to c o v e r  the costs of a d m i n i s t e r i n g  the g u a r a n t e e  p r o g r a m

18 u n d e r  AS  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0  and any p r e m i u m  the a u t h o r i t y  p ays for

19 i n s u r i n g  its risks.

20 Sec. 44. 8 8 . 3 6 0 .  E F F E C T  O F  GU A R A N T E E .  (a) A  g u a r a n t e e  u n d e r

21 A S  4 4 . 8 8 . 3 0 0  shall g u a r a n t e e  a g a i n s t  p o l i t i c a l  or c o m m e r c i a l  loss, in

22 w h o l e  or in part, of p r i n c i p a l  an d  i n t erest on an e l i g i b l e  expo r t

23 tra n s a c t i o n .  Th e  g u a r a n t e e  m a y  include, w i t h o u t  l i m i tation, i n s u r a n c e

24 a g a i n s t  loss up to a s t a t e d  amount. A  g u a r a n t e e  u n d e r  AS  4 4 . 8 8 . 3 0 0

25 m a y  not be t e r m i nated, c a n c eled, o r  revoked, e x c e p t  u n d e r  its terms.

26 A  g u a r a n t e e  h e l d  by a p a r t i c i p a t i n g  f i n a n c i a l  i n s t i t u t i o n  is p r e s u m e d

27 to be valid.

28 (b) I n  this section, " p o l i t i c a l  loss" m e a n s  a loss i n c u r r e d  as a

29 result of a p o l i t i c a l  r i s k  i n s u r e d  u n d e r  an e x p o r t  credit i n s u r a n c e
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1 u m b r e l l a  p o l icy, o r  a  c o m p a r a b l e  p o l i c y  or  a g r e e m e n t ,  i s s u e d  by the

2 E x p o r t - I m p o r t  B a n k  of the U n i t e d  States.

3 Sec. 4 4 . 8 8.370. G U A R A N T E E  N O T  A  G E N E R A L  O B L I G A T I O N  O F  T H E  STATE.

4 A  g u a r a n t e e  u n d e r  AS  4 4 . 8 8 . 3 0 0  is not a g e n e r a l  o b l i g a t i o n  of the

5 state.

6 Sec. 4 4 . 8 8.380. P E R S O N A L  L I A B I L I T Y .  A n  o f f icer, e m p loyee, or

7 a g ent of the a u t h o r i t y  m a y  n o t  be h e l d  p e r s o n a l l y  l i a b l e  on a c o n t r a c t

8 or a g r e e m e n t  e n t e r e d  int o  w i t h  r e s p e c t  to a g u a r a n t e e  u n d e r  A S  4 4 . 88.-

9 300, o r  f or d a m a g e  o r  i n j u r y  r e s u l t i n g  f rom the p e r f o r m a n c e  o f  d u t i e s

10 u n d e r  A S  4 4 . 8 8 . 3 0 0  - 44. 8 8 . 3 9 0 .

11 Sec. 44.88.390. E X P O R T  I N S U R A N C E  A C C O U N T .  (a) T he e x p o r t

12 i n s u r a n c e  a c c o u n t  is e s t a b l i s h e d  in the r e v o l v i n g  fund. T he a c c o u n t

13 c o n s i s t s  of m o n e y  a p p r o p r i a t e d  to it by t he l e g i s l a t u r e  a n d  o t h e r

14 m o n e y  a nd assets, i n c l u d i n g  b o n d  p r o c eeds, d e p o s i t e d  i n  it by the

15 authority. The a c c o u n t  s h a l l  be  h e l d  as s e c u r i t y  f or t he h o l d e r s  of

16 b o n d s  i s s u e d  by the a u t h o r i t y  for the p u r p o s e s  of A S  4 4 . 8 8 . 3 0 0  -

17 4 4 . 8 8 . 3 9 0 .  The a u t h o r i t y  m a y  e n t e r  into t r u s t  a g r e e m e n t s  w i t h  r e s p e c t

18 to t he use of m o n e y  in  the a c c ount, i n c l u d i n g  the u s e  of  that m o n e y  to

19 d i s c h a r g e  a g u a r a n t e e  o b l i g a t i o n  of the au t h o r i t y .  T he t r ust agree-

20 m e n t s  m a y  c o n t a i n  p r o v i s i o n s  a nd l i m i t a t i o n s  c o n c e r n i n g  the i n v e s t m e n t

21 a nd d i s b u r s e m e n t  of m o n e y  i n  the a c c ount, t he p a y m e n t  of e x p e n s e s  of

22 the a c c ount, t he a p p o i n t m e n t ,  r e s i g n a t i o n  a n d  d i s c h a r g e  of t r u s tees,

23 the d e l e g a t i o n  of  e n f o r c e m e n t  a nd c o l l e c t i o n  p o w e r s  u n d e r  the i n sur-

24 ance a g r e e m e n t s  to t he trustee, t he d u t i e s  of  the t r u s tees, a m e n d m e n t s

25 of the trust a g r e e ments, a n d  o t h e r  lawful p r o v i s i o n s  a n d  l i m i t a t i o n s

26 the a u t h o r i t y  c o n s i d e r s  appropx*iate. T h e  t r ust a g r e e m e n t s  m a y  p l e d g e

27 p r e m i u m s  a n d  o t h e r  m o n e y  that m a y  be  d e p o s i t e d  in t he account. T h e

28 p l e d g e  shall be v a l i d  an d  b i n d i n g  f r o m  the t i m e  t h e  p l e d g e  is made.

29 T he p r e m i u m s  a n d  o t h e r  m o n e y  p l e d g e d  a n d  t h e r e a f t e r  r e c e i v e d  by the
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1 accou n t ,  or b y  the t r u s t e e s  in its b e h alf, s h all i m m e d i a t e l y  be sub-

2 j ect to the l i e n  of the p l e dge. The p l e d g e  s h a l l  be v a l i d  a n d  b i n d i n g

3 a g a i n s t  p a r t i e s  h a v i n g  c l a i m s  a g a i n s t  the a c c ount, i r r e s p e c t i v e  of

4 w h e t h e r  the p a r t i e s  hav e  n o t i c e  of the pledge.

5 (b) T he a u t h o r i t y  m a y  u s e  p r o c e e d s  of  b o n d s  i s s u e d  for the

6 p u r p o s e s  of AS 4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0  to p u r c h a s e  i n s u rance, w h i c h  m ay

7 be p l e d g e d  for the s e c u r i t y  of the h o l d e r s  of  the bonds. If i n s u r a n c e

8 is p l e d g e d  as s e c u rity, w h e t h e r  o b t a i n e d  t h r o u g h  the e x p o r t  i n s u r a n c e

9 a c c o u n t  or  p u r c h a s e d  w i t h  b o n d  p r o c e e d s ,  a d e s c r i p t i o n  of th e  insur-

10 ance s h all e x p r e s s l y  i n d i c a t e  the l i m i t a t i o n  of the l i a b i l i t y  of the

11 a u t h o r i t y  and that n e i t h e r  the cred i t  n o r  the t a x i n g  p o w e r  of the

12 state or a p o l i t i c a l  s u b d i v i s i o n  of t he s t a t e  is a v a i l a b l e  to s a t i s f y

13 o b l i g a t i o n s  w i t h  r e s p e c t  to the insurance.

14 * Sec. 39. AS 4 4 . 8 8 . 1 5 6 ,  4 4 . 8 8 . 1 5 8 ( c ) ,  a nd secs. 10 and 11, ch. 162,

15 SLA 1984, are repealed.

16 * Sec. 40. This Act takes e f f e c t  i m m e d i a t e l y  u n d e r  AS 0 1 . 1 0 . 0 7 0 ( c ) .
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