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Mr. President:

L&C Committee considered CSHJR 37 (L&C)

repeal or modification of a recent order of the Small Business Adminis—
tration so that the agency may continue to assist small businesses in
Alaska through use of loan guarantees

and recommended

[ 1 replace with CS )I[] same title

[ ] or adopt __ CS- JI] new title
[l technical

[ 1 attached amendment(s) and title change
(HB only)

[ 1 letter of intent adopted
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[ 1 further referral to
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[ ] Committee Backup attached
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HIJR 37
Relating to the Small Business Administration

House Joint Resolution 37 requests the Small Business
Administration to repeal or modify its recent order so that
the Administration may continue to assist the state"s small
business by allowing outstanding SBA loans to be refinanced
with new SBA loans. Currently small businesses and financial
institutions in Alaska are suffering from the present

economic recession. The restrictions on the ability to
refinance loans through the Small Business Administration will
further delay recovery of these small business. I recommend

passage of CSHJR 37 (L&C).

ADDITIONAL INFORMATION

According to Don Strain, Deputy District Director, Small
Business Administration, the ban prohibiting refinancing of
SBA loans was lifted March 27, 1989, and he sees no indication
that the ban will be considered again.

The House Labor and Commerce Committee introduced HJR 37 on
March 20th and it passed out of committee April 4th. The
House passed the resolution April 7th and the Senate Labor and
Commerce Committee considered HJR 37 on April 22nd.

Support has been unanimous.
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MEMORANDUM

TO: Board of Directors _
Alaska Industrial Development and Export Authority

FROM: Bertram L. Wagnon
Executive Director

DATE: February 27, 1989
SUBJECT: FEDERAL SMALL BUSINESS ADMINISTRATION PROGRAM (SBA)

Attached is a letter which impacts the Federal SBA program nationwide.

The effect of this directive is that the SBA will no longer allow
outstanding SBA loans to be refinanced with new SBA loans. Additionally,
no refinance which would result in a_ reduction of exposure of the
participant or other lending institution is permitted.

It was requested that a representative from the SBA be at our Board
meeting, however, they are in Washington, D.C. discussing this problem
and could not attend.
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SUBJECT: Temporary limitation on use of SBA 7(a) loan
proceeds for repayment of debt

The demand for 7(a) loan funds currently exceeds available
amounts. In order to ease this shortage, effective
immediately, new applications for 7(a) business loan
guarantees will be subject to the following restrictions:

0 Outstanding S3A leans will not be refinanced with
new SBA loans. If a borrower requires additional
funds, the new loan will be so structured by
reamortization or otherwise that the existing loan
remains outstanding.

: a loan is approved for $400,000, cf

50,000 is to pay debt to the
participant, $50,000 to pay debt to another
lender, and S300,000 1is for the purchase of
machinery end equipment. In this case a 25%
participation would be required so that the
lender®s exposure in the loan will at least

10/1/89
SBA Form 1253 (3-83)
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equal the loan amounts used Jar pre-e>:istir.g
debt payment. An alternative would be to
reduce the loan by $50,000, eliminating
payment of the other lender if the
patricipant is unwilling to take more than
15%, and if repayment ability would still
exis t.

0 Payment of trade payables 1is not considered debt
repayment, but will be treated as working
capital. Participating lenders may also continue
to make 1interim advances in anticipation of
reimbursement from SBA financing, as provided 1in
SOP 50-10, paragraph 2d.(4).

These debt payment limitations are a temporary constraint
to help manage the shortage of funds. In some regions
restrictions have already been placed cn debt payment.
However we must have a consistent national policy. The
constraints are affective until further notice.

These restrictions apply to all categories of 7(a) Iloan
guarantees, Development Company (502 and 504) guarantees

are not affected.

Any questions should be addressed to Everett Shell
tor, Office of Business Loans (/TS 653-6470)
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