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H J R  37
R e l a t i n g  to the Small B u s ine ss A d m i n i s t r a t i o n

H o u s e  J o i n t  R e s o l u t i o n  37 requ ests the Smal l B u s iness 

A d m i n i s t r a t i o n  to repeal or m o d i f y  its r e c e n t  o r d e r  so that 

t he A d m i n i s t r a t i o n  m a y  c o n tinue to a ssist  the s t ate's small 

b u s i n e s s  by a l l o w i n g  outsta n d i n g  S B A  loans to be r e f i n a n c e d  

w i t h  n e w  SBA loans. C u r r e n t l y  small b u s i n e s s e s  and financial 

i n s t i t u t i o n s  in A l a s k a  are s u f f eri ng from the p r e s e n t  

e c o n o m i c  recession. T h e  r e s t r i c t i o n s  on the a b i l i t y  to 

r e f i n a n c e  loans t h r o u g h  the Small B u s iness A d m i n i s t r a t i o n  will 

f u rth er d e l a y  r e c o v e r y  of these small business. I r e c o m m e n d  

p a s s a g e  of C S H J R  37 ( L & C ) .

A D D I T I O N A L  I N F O R M A T I O N

A c c o r d i n g  to Don Strain, Deputy D i s t r i c t  Director, Small 
B u s i n e s s  A d m i n i stra tion, the ban p r o h i b i t i n g  r e f i n a n c i n g  of 
SBA loans was l ifte d M a r c h  27, 1989, and he sees no i n d i c a t i o n  
that t h e  b a n  w i l l  be c o n s i d e r e d  again.

The H o u s e  L a b o r  and C o m merce C o m m i t t e e  i n t r o d u c e d  H J R  37 on 
M a r c h  20th and it p a s s e d  out of c o m m i t t e e  April 4th. The 
H ouse p a s s e d  t h e  reso lu t i o n  April 7th and the S enate Labor and 
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  H J R  37 on A p r i l  22nd.

Su p p o r t  has b e e n  unanimous.
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M E M O R A N D U M

TO: Board o f  D i r e c t o r s
A laska  I n d u s t r i a l  Development and Expo rt A u th o r i ty

FROM: B ertram  L. Wagnon
E xecu t iv e  D i r e c to r

DATE: F eb ru a ry  27, 1989

SUBJECT: FEDERAL SMALL BUSINESS ADMINISTRATION PROGRAM (SBA)

A tta c h ed  i s  a l e t t e r  which im pac ts  th e  F e d e r a l  SBA program n a t io nw id e .

The e f f e c t  o f  t h i s  d i r e c t i v e  i s  t h a t  th e  SBA w i l l  no lo n g e r  a l low  
o u t s t a n d in g  SBA lo a n s  to be r e f i n a n c e d  w i th  new SBA lo a n s .  A d d i t i o n a l l y ,  
no r e f i n a n c e  which would r e s u l t  i n  a r e d u c t io n  o f  exposu re  o f  the  
p a r t i c i p a n t  o r  o t h e r  le n d in g  i n s t i t u t i o n  i s  p e rm i t t e d .

I t  was r e q u e s te d  t h a t  a r e p r e s e n t a t i v e  from th e  SBA be a t  ou r Board 
m ee t in g ,  however, th ey  a r e  i n  W ash ington, D.C. d i s c u s s i n g  t h i s  problem  
and c o u ld  n o t  a t t e n d .

BLW/ss
a t ta c hm en t
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2-10-89
E F F E C T IV E

SUBJECT: T e m p o r a r y  limitation on use of SBA 7(a) loan
proceeds for repaym ent of debt

The d e m a n d  for 7(a) loan funds c u r r e n t l y  exceeds available 
amounts. In order to ease this shortage, effective 
immediately, new applications for 7(a) business loan 
g u a r a n t e e s  will be subject to the f o l l owing restrictions:

: a loan is a p p r o v e d  for $400,000, cf
50,000 is to pay debt to the 

participant, $50,000 to pay debt to another 
lender, and S300,000 is for the purchase of 
m a c h i n e r y  end equipment. In this case a 25% 
pa r ti cipation would be requ ired so that the 
lender's exposure in the loan will at least

o O u t s t a n d i n g  S3A leans will not be refin a n c e d  with 
new SBA loans. If a b o r r o w e r  requires additional 
funds, the new loan will be so structured by 
r e a m o r t i z a t i o n  or otherwise that the existing loan 
remains outstanding.
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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 
p a yme nt of the other lender if the 
p a t r i c i p a n t  is unwilling to take more than 
15%, and if repayment ability wou ld still 
exis t .

o Payment of trade payables is not considered debt 
repayment, but will be treated as working 
capital. P a r t i c i p a t i n g  lenders may also continue 
to make i n t e r i m  advances in a n t i c i p a t i o n  of 
r e i m b u r s e m e n t  from SBA financing, as provi ded in 
SOP 50-10, p a r a g r a p h  2d.(4).

These debt payment limitations are a temp orary constraint 
to help m anage the shortage of funds. In some regions 
r estrictions have already been placed cn debt payment. 
However we must have a consistent n a t ional  policy. The 
constraints are affe ctive until further notice.

These r e strictions apply to all categories of 7(a) loan 
guarantees, D e v e l o p m e n t  Company (502 and 504) guarantees 
are not affected.
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Any q u e s tions should be addressed to Everett Shell 
tor, Office of Business Loans (7TS 653-6470)




