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S P O N S O R  S T A T E M E N T

I  a p p r e c i a t e  t h e  c o m m i t t e e  members  h e a r i n g  CSSSHB 536 ( F i n a n c e ) .

CSSSHB 536 ( F i n a n c e )  i s  an  i m p o r t a n t  s t e p  i n  i m p l e m e n t i n g  a  new 
a p p r o a c h  t o  p r o m o t i n g  e c o n o m ic  d e v e l o p m e n t  by h e l p i n g  t o  c r e a t e  a 
more  c o m p r e h e n s i v e  and  e f f e c t i v e  p r i v a t e  b u s i n e s s  f i n a n c i n g  
i n f r a s t r u c t u r e s .  The b i l l  w o u ld  make p o s s i b l e  t h e  c r e a t i o n  i n  
A l a s k a  o f  a  new t y p e  o f  l i c e n s e d  a n d  r e g u l a t e d  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 ,  c a l l e d  B i d c o s .  The b i l l  i s  m o d e le d  a f t e r  a p r o g ra m  
i n  M i c h i g a n  w h i c h  h a s  a l r e a d y  r e s u l t e d  i n  t h e  c r e a t i o n  o f  an  
i n d u s t r y  o f  9 B i d c o s  i n  t h a t  s t a t e ,  w i t h  o t h e r s  i n  t h e  p r o c e s s  o f  
b e i n g  f o r m e d .

B i d c o s  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  an d  m anagem ent  a s s i s t a n c e  t o  
b u s i n e s s e s ,  e s p e c i a l l y  s m a l l  an d  m e d i u m - s i z e d  b u s i n e s s e s .  They 
a r e  o r g a n i z e d  t o  a d d r e s s  a  g a p  f o r  c o m p a n ie s  w i t h  f i n a n c i n g  n e e d s  
t h a t  a r e  t o o  r i s k y  f o r  b a n k  l e n d i n g ,  b u t  do n o t  p r o v i d e  t h e  
p o t e n t i a l  f o r  s u p e r  h i g h  r a t e s  o f  r e t u r n  s o u g h t  b y  t r a d i t i o n a l  
v e n t u r e  f u n d s .

Banks  f i n a n c e  b u s i n e s s e s  by  p r o v i d i n g  s t r a i g h t  l o a n s ,  n o r m a l l y  
w i t h  i n t e r e s t  r a t e s  n o t  e x c e e d i n g  s e v e r a l  p e r c e n t a g e  p o i n t s  a b o v e  
p r i m e .  V e n t u r e  c a p i t a l  f u n d s  t y p i c a l l y  make e q u i t y  i n v e s t m e n t  i n  
c o m p a n i e s  w i t h  e x p l o s i v e  g r o w t h  p o t e n t i a l  an d  t h e  a b i l i t y  t o  go 
p u b l i c  o r  b e  a c q u i r e d  w i t h i n  5 y e a r s .  T h i s  g i v e s  t h e  v e n t u r e  
c a p i t a l  f u n d  t h e  o p p o r t u n i t y  t o  s h a r e ,  e x p e d i t i o u s l y  an d  t o  a 
h i g h  d e g r e e ,  i n  t h e  u p s i d e  s u c c e s s  o f  i t  p o r t f o l i o  c o m p a n i e s .  By 
c o n t r a s t ,  B i d c o s  t y p i c a l l y  i n v e s t  i n  c o m p a n i e s  i n  t h e  fo rm  o f  
s u b o r d i n a t e d  d e b t ,  r e c e i v i n g  c u r r e n t  i n t e r e s t  in c o m e ,  an d  t h e y  
c o m p e n s a t e  f o r  t h e  r i s k  t h e y  t a k e  b y  s h a r i n g ,  t o  a m o d e s t  d e g r e e ,  
i n  t h e  u p s i d e  s u c c e s s  o f  a company t h r o u g h  a  r e v e n u e  
p a r t i c i p a t i o n  o r  w a r r a n t s .

The P o l a r i s  Fund ,  w h ic h  h a s  one  o f  i t s  o f f i c e s  i n  A l a s k a ,  i s  a 
good  e x a m p le  o f  a t r a d i t i o n a l  v e n t u r e  c a p i t a l  f u n d .  The P o l a r i s  
F u n d ' s  b r o c h u r e  i n d i c a t e s  t h a t  i t s  p u r p o s e  i s  t o  p r o v i d e  e q u i t y  
c a p i t a l  t o  y o u n g  c o m p a n i e s ,  an d  s t a t e s  t h a t  when t h e  f u n d  i n v e s t s  
i n  a company,  t h e  fu n d  s e e k s ,  a s  a minimum o b j e c t i v e ,  1 0  t i m e s  
i t s  money b a c k  w i t h i n  5 y e a r s .  The P o l a r i s  Fund p r o v i d e s  an  
i m p o r t a n t  p o t e n t i a l  s o u r c e  o f  c a p i t a l  f o r  h i g h  r i s k  e q u i t y



i n v e s t m e n t s  i n  c o m p a n i e s  w i t h  e x p l o s i v e  g r o w t h  p o t e n t i a l .  
N e v e r t h e l e s s ,  t h i s  t y p e  o f  company i s  a  v a r y  s m a l l  p a r t  o f  t h e  
m a r k e t .

B i d c o s  a r e  d e s i g n e d  t o  a d d r e s s  a  d i f f e r e n t  p a r t  o f  t h e  m a r k e t .  
B i d c o s  i n v e s t  i n  f a m i l y - o w n e d  o r  c l o s e l y  h e l d  c o m p a n i e s  w i t h  good  
g r o w t h  p o t e n t i a l  a n d  t h e  a b i l i t y  t o  p r o v i d e  a  g o o d  r e t u r n  t o  
t h e i r  i n v e s t o r ,  b u t  w h i c h  a r e  n o t  l i k e l y  t o  g row  s o  r a p i d l y  a s  t o  
go  p u b l i c  o r  b e  a c q u i r e d  a n d  p r o v i d e  t h e  k i n d s  o f  r e t u r n s  s o u g h t  
by  t r a d i t i o n a l  v e n t u r e  c a p i t a l  f u n d s .

The f i r s t  p a r t  o f  CSSSHB 536 ( F i n a n c e )  p r o v i d e s  a  s y s t e m  f o r  t h e  
D e p a r t m e n t  o f  Commerce a n d  Ec o n o m ic  D e v e lo p m e n t  t o  l i c e n s e  an d  
r e g u l a t e  o n e  o r  m ore  B i d c o s .  T h i s  i s  m o d e l e d  a f t e r  M i c h i g a n ' s  
l i c e n s i n g  a n d  r e g u l a t i o n  s t a t u t e  f o r  B i d c o s .  The l i c e n s i n g  an d  
r e g u l a t i o n  s y s t e m  i s  d e s i g n e d  t o  e n c o u r a g e  c a p i t a l  s o u r c e s  t o  
i n v e s t  i n  a n d  l e n d  money t o  B i d c o s  b e c a u s e  t h e y  c a n  t a k e  c o m f o r t  
i n  t h e  f a c t  t h a t  t h e y  a r e  i n v e s t i n g  i n  o r  l e n d i n g  t o  a  l i c e n s e d  
a n d  r e g u l a t e d ,  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 .  The s y s t e m  o f  
l i c e n s i n g ,  r e g u l a t i o n  a n d  e n f o r c e m e n t  i s  d e s i g n e d  t o  p r e v e n t  
f r a u d ,  c o n f l i c t  o f  i n t e r e s t ,  a n d  m i s m a n a g e m e n t ,  a n d  t o  p r o m o t e  
c o m p e t e n t  m a n a g e m e n t ,  a c c u r a t e  r e c o r d  k e e p i n g ,  a n d  a p p r o p r i a t e  
c o m m u n i c a t i o n  w i t h  s h a r e h o l d e r s .

To o b t a i n  a  l i c e n s e ,  a  B id c o  m u s t  s a t i s f y  v a r i o u s  s t a n d a r d s  
r e l a t i n g  t o  t h e  c o m p e t e n c y  an d  g o o d  c h a r a c t e r  o f  i t s  o f f i c e r s  an d  
d i r e c t o r s ,  t h e  a d e q u a c y  o f  i t s  b u s i n e s s  p l a n ,  a n d  t h e  s u f f i c i e n c y  
o f  i t s  c a p i t a l i z a t i o n .  Once l i c e n s e d ,  a  B id c o  i s  s u b j e c t  t o  
a n n u a l  e x a m i n a t i o n s  by  t h e  D e p a r t m e n t ,  w i t h  t h e  D e p a r t m e n t  h a v i n g  
a  e n f o r c e m e n t  m e c h a n i s m s  s u c h  a s  c e a s e  a n d  d e s i s t  o r d e r s  t o  
c o r r e c t  v i o l a t i o n s  o r  s t o p  u n s a f e  o r  u n s o u n d  a c t s .

The s e c o n d  p a r t  o f  t h e  b i l l  p r o v i d e s  f o r  a  p r o g r a m  w h e r e b y  t h e  
A l a s k a  S c i e n c e  a n d  T e c h n o l o g y  F o u n d a t i o n  w o u ld  p r o v i d e  f i n a n c i a l  
a s s i s t a n c e  t o  h e l p  c a t a l y z e  t h e  f o r m a t i o n  o f  o n e  o r  m ore  B i d c o s  
i n  A l a s k a .  T h i s  p r o g r a m  i s  s i m i l a r  t o  a p r o g r a m  i m p l e m e n t e d  i n  
M i c h i g a n  b y  a  s t a t e  a g e n c y  c a l l e d  t h e  M i c h i g a n  S t r a t e g i c  Fund .

The f i n a n c i a l  a s s i s t a n c e  p r o v i d e d  b y  t h e  A l a s k a  S c i e n c e  an d  
T e c h n o l o g y  F o u n d a t i o n  w o u ld  h e l p  c a p i t a l i z e  t h e  B i d c o  an d  w o u ld  
a s s i s t  t h e  B id c o  i n  r a i s i n g  s u b s t a n t i a l  p r i v a t e  i n v e s t m e n t .  The 
F o u n d a t i o n ' s  a s s i s t a n c e  w o u ld  b e  i n  t h e  fo rm  o f  a l o a n  t o  t h e  
B i d c o ,  a n d  w o u ld  u s e  a f o r m u l a  w h e r e b y  t h e  p r i n c i p a l  a n d  i n t e r e s t  
owed by  t h e  B i d c o  t o  t h e  F o u n d a t i o n  c o u l d  b e  r e d u c e d ,  i n  
a c c o r d a n c e  w i t h  t h e  p e r f o r m a n c e  o f  t h e  B id c o  i n  f i n a n c i n g
b u s i n e s s  i n  A l a s k a  w h i c h  a c t u a l l y  c r e a t e  j o b s  a n d  i n c r e a s e  t h e i r  
s a l e s .  The F o u n d a t i o n  i s  i n s t r u c t e d  b y  t h e  b i l l  t o  i m p l e m e n t  t h e
p r o g r a m  i n  a  m a n n e r  d e s i g n e d  t o  e n c o u r a g e  t h e  p r o v i s i o n  o f
f i n a n c i n g  by  B i d c o s  t o  b u s i n e s s e s  t h r o u g h o u t  t h e  s t a t e ,  a n d  t o  
p r o v i d e  s p e c i a l  i n c e n t i v e s  t o  e n c o u r a g e  t h e  i n c l u s i o n  o f  
f i n a n c i n g s  f o r  b u s i n e s s e s  l o c a t e d  i n  d i s t r e s s e d  a r e a s ,  i n c l u d i n g  
d i s t r e s s e d  r u r a l  a r e a s ,  a n d  t h e  f i n a n c i n g  o f  m i n o r i t y - o w n e d
b u s i n e s s e s .
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JTATE OF ALASKA
92 LEGISLATIVE SESSION

r
FISCAL iNOTE No, 2

Bill Version:cs SSHB 536(FIN]

(H) Publish Date: 5/6/92

Department Affected: Revenue
tie: Business and industrial development corp...

jonsor: Rep. B. Davis

BRIJ: Science &  Technology
Component: Science &  Technology

equestor: Hs Finance Comm Component Serial No.

rpenditures/Revenues: (Thousands o f Dollars)
I 0 0 9

0 :  OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98

H  PERSONAL SERVICES S 48.0 S 48.0 $ 48.0 S 48.0 S 48.0

111 TRAVEL

P j  CONTRACTUAL S 20.0 65.0 65.0 65.0 65.0 65.0

I | J  SUPPi J=S

p i  EQUIPMENT

P j  LAND & STRUCTURES

l ig  GRANTS. CLAIMS

| |  MISCELL.ANEOUS

H  TOTAL OPERATING S 20.0 S 113.0 S 113.0 S 113.0 S 113.0 S 113.0

CAPITAL 1

REVENUE FUND SOURCE

ItJNDING: (Thousands of DoLlars)

j  GENERAL FUND

M  FEDERAL FUNDS

8  OTHER FUND SOURCE - ASTF 
SB Unappropriated eaminzs

S 20.0 $ 113.0 $ 113.0 $ 113.0 S 113.0 S 113.0

1  TOTAL $ 20.0 $ 113.0 $ 113.0 S 113.0 $ 113.0 $ 113.0

POSITIONS:

FULL-TIME
PART-TIME I 1 1 1 1

TEMPORARY

| -stimate of current year impact: None

ANALYSIS: The fiscal note assumes design costs in the first year and operating costs in future 
yearn. Capitalization o f the BIDCO will require a S5 million appropriation. ASTF estimates 
the sum will be available from ASTF unappropriated earnings for FY 93 but not future years.

preparea by: John Sioen
Jivision: ASTF
Approved by Commissioner: /
teeners': R e v e n u e _________

f\_ Phene: 2/2-4333
/ )  I j "  -Date: S ', J J 7-
J  \ L s  - , . 1 /

t

Distribution tby preparer): Legislative Fmancc. Legislative Sponsor, Requestor. OMB, & Impacted Agency(ies).
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FISCAL NOTE
STATE OF ALASKA

1992 LEGISLATIVE SESSION

No. L-~
Bill VeL jn: CSHB 536 (L&C)
(H) Publish Date: 4-21-92

~ 'vision Date:__________________________________
,„ie; An Act relat ing to the business and
________ industrial development corporations

Sponsor: Rep. 3. Davis_______________________
Requestor: House Labor & Commerce_____________

EXPENDITURES/REVENUES: (Thouaanda of Dollar*)

Department Affoded: Commerce & Econ. Dev.
BRU: AIDEA_________________________

Component:________________________________

COMPONENT SERIAL NO.

OPERATING FY 93 f**Y 94 FY 93 FY 96 FY 97 FY 96
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 . . . .  0 . __ Q, . _ Q.

REVENUE FUND RESOURCE: _Q_

FUNDS NO: (Thousands of Doilsrs)

JENERAL FUND I ■ ■
FEDERAL FUNDS
OTHER
FUND SOURCE:
TOTAL 0 0 0 Q 0 0

positions:

FULL-TIME 0 0 0 0 0 0
PART-TIME
TEMPORARY

Estimate of current year Impact:

ANALYSIS (Attach a separate page If necessary.)
This b i l l  wi l l  require no appropriation from the Legislature. Any increase in loan 
volume and increase in travel cost  and s t a f f  time will  be funded by revolving loan 
funds within the Authority and by asse ts  of  the Authority.

Prepared By: 
Division: ___

Katelyn Carriqan, Development Sp ec ia ls

AIDEA ______
Glenn A. OldsApproved by Commissioner:

Agency: Department of Commerce 4 Economic Development /

Phone: (9071 561 -8C5Q.

Date:/j___1/1.3122________

Date:

SS/dgl 1665D-1 /031692a C O M M I T T E E  C O P Y
(Rev. 12/91)

Distribution (by preparer): Leg. Fin., Legislative Sponsor, Requestor, OMB/DBR, Gov. Legls. Ofc., and Impacted Agency(les).
Page J  of J__



f* rt *

ALASKA.STATE LEGISLATURE
HOUSE BILL NO. D3C,• 1

HISTORY IN  THE HOUSE •- HISTORY IN  THE SENATE

^ 1 8
■?|'8

^f/zi

1 * %

< li

<11

<1%

Reid ft] s i time and referred Ux
L i c ,  F-iM .

Rpr CS(iJ&6 ) ./N ew  Title
 DP DNP 3  NR AM

FN  ̂ OFN , Previous FN

J) s/ n<_  RPT CS( f r /J
dp ,_q -_dnp

|  F N  OFN  I

New Title 
NR « ^ AM 
Previous FN_^- ■

_  RPT CS< )
DP  D N P  

'FN OFN

New T>tle
’ nr AM

Previous FN

Read second time
C S (£ >  ) Adopted

Amended
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Read third time

Return to second for specific amendment

PASSED
Yeas
Nays
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Absent

EFD Same 
Yea*
Nays 
Excused 
A bilent

or

Intent adopted

Reconsideration 
Reconsideration not ta les up

PASSED ON RECON. EFD Same or
Yeas
Nays
Excused
Absent

Yeas
Nays
Excuied
Absent

Intent adopted

Reported correctly engrossed 
Signed by Speaker, to the Senate
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New Title
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Read third time

Letter of Intent adopted
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PASSED EFD Same
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Reconsiders'' - not taken up

PASSED EFii? Same
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Nays Nays
Excused Excused
Absent Absent

or

or

Reported correctly engrossed 
Signed by President, to the House




