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ALASKA INDUSTRIAL DEVELOPMENT 

AND EXPORT AUTHORITY
   -k i c -----------------------------------------------------------------------------------

460 WEST TUDOR • ANCHORAGE, ALASKA 99503-6690 • (907) 561-8050 • FAX (907) 561-8990

A p r i l  2 6 , 1991

H onorab le R ic k  H a lfo rd  
A la sk a  S ta te  L e g is la t u r e  
P . O .  Box V
Ju n e a u , A la sk a  99811 

Dear Sen ato r H a lfo rd :

A proposed amendment to  SB 226 i s  a t ta c h e d  fo r  your c o n s id e ra t io n . 

Do you need a p i lo t  fo r  the summer?

S in c e r e ly ,

I _______  ____
E x e c u t iv e  D ire c to r

BLW/ss

attachm ent



A p r i l  15, 1991

D r u e  -

RE: G R E G  F A V R E T T O

W a n t e d  t o  m e e t  w i t h  y o u  t o  d i s c u s s  t h e  m e r i t s  o f  S B  206.

H e  h a d  b e e n  b y  l a s t  w e e k  t o  d i s c u s s  t h e  p r o p o s e d  O c e a n t r a w l  
l e g i s l a t i o n .  H e  s a w  i t  a s  a  v e h i c l e  t o  a m e n d  A I D E A  s t a t u t e  t o  
s e p a r a t e  t o p i c s  o f  i n t e r e s t  a n d  t e r m  o n  l o a n s .  A t  t h e  p r e s e n t  
t i m e  A I D E A  is l o c k e d  i n t o  t h e  l e n d e r s  i n t e r e s t  r a t e  a n d  t e r m .  S B  
2 0 6  s e p a r a t e s  t h e s e  i s s u e s  a l l o w i n g  A I D E A  t o  u s e  a d i f f e r e n t  t e r m  
f o r  i t s  l o a n  s h a r e .  F a v r e t t o  h a s  h a d  p r o b l e m s  i n  t h e  p a s t  
o b t a i n i n g  b u s i n e s s  l o a n s  f r o m  N B A  a n d  F i r s t  N a t i o n a l .

F a v r e t t o  o w n s  F A V C O ,  Inc, a n  A n c h o r a g e  b a s e d  s e a f o o d  
p r o c e s s o r / d i s t r i b u t o r .

S B  2 0 6  b i l l  h i s t o r y  a n d  c o p y  is a t t a c h e d .



glteka i£>tate Xegtsrtature 

S e n a t e

Office of The Majority Leader
Olfici.il Busiiu-s-

MEMORANDUM

Rick Halfon! 
P.O. Bax V 

State Capital 

Juneau, Alaska 99811 

Phone (907) -165-4958

P.O. Box 190 

Chuttialt, Alaska 99067 

Phone (907) 276-4999

TO: Senator Drue Pearce
Chair, Labor and Commerce Committee

FROM: Senator Rick Halford $ J L

DATE: May 1, 1991

SUBJECT: Senate Bill 226

Please accept this request to schedule Senate Bill 226 in Labor and 
Commerce Committee. I would appreciate a hearing on the bill at 
your earliest convenience.

Thank you.
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Senate B i l l  226: An Act rev is ing  the loan  a u th o r i ty  of  the Alaska 
I n d u s t r i a l  Development and Export Authority .

The Author i ty  i s  concerned with the impact t h a t  SB 226 w i l l  have on the 
Author i ty .  Page 2, Lines 5-7 would mandate d i f f e r e n t i a l  loan 
am or t iza t ion  terms between banks and the A uthor i ty .  While the Authority  
r e a l i z e s  t h a t  most of  the correspondent r e l a t io n s h ip  banks had enjoyed, 
no longer  e x i s t ,  the Authority  fee ls  t h a t  a b so lu te ly  mandating a 10 year  
maximum term on the  banks por t ion  of a loan to be egregious.

The Authori ty  does be l ieve  th a t  a s t a t u t e  change to allow d i f f e r e n t i a l  
am or t iza t ion  would be app ropr ia te .  Attached i s  a proposed amendment.
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Bertram L. Wagnon, Executive Direc tor  
Alaska I n d u s t r i a l  Development and 

Export Author i ty

Date



P ro p o sed  AIDEA Amendment to  HB 226

Sect ion 1. AS 44.88.155(d) i s  amended by d e le t in g  paragraph (4)(B) and 
in se r t in g  a new paragraph (4)(B) to read:

(B) may allow the loan o r ig in a to r  to amortize the por t ion  of  

the loan re ta in ed  by the loan o r ig in a to r  on a s h o r t e r  amortiza tion 

schedule than the amortiza tion schedule for  the p o r t ion  of the loan 
held by the au tho r i ty  when;

( i )  in  the a u t h o r i t y ’s opinion the p r o je c t  financed can. 
support the increased debt se rv ice ;  and

( i i )  the acce lera ted  amort iza t ion  schedule i s  required 
to induce the o r ig in a to r  to make the loan.



/

F isca l  Note -  SB 226 
Page 2

Allowing banks to amortize t h e i r  po r t ion  of  the loan over a shor te r  
period than the A u thor i ty ' s  w i l l  most l i k e l y  increase  loan volume some 
what. The es t imate  of $15 mil l ion  i s  sub jec t ive  and w i l l  be influenced 
more by economic condit ions  than th i s  l e g i s l a t i o n .

...HOTS: . _ .. . . .

All funds required for  t h i s  l e g i s l a t i o n  c u r ren t ly  are held 
within the Authority and SQ appropria t ion  i s  required.



MAY 07 '91 11:12 AIDA

FISCAL NOTE

BILL N O . CSSB 226 (L .& C .)STATE OF ALASKA 
1991 LEGISLATIVE SESSION

Revision Date: May 7 ,  1991 __________ Department Affected: Commerce and Economic Development:
Title: An act revising the loan authority of B R U :  Alaska Industrial Development and Export Authority

r.he Alaska Industrial Devel<xment A  Export Aurhorit^Component: ________________

Sponsor: H a lford_________ __________________ ______________________________

Requestor: Senace L a b o r  arid Commerce COMPONENT SERIAL NO.

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 92 FY 93 FV 94 FY 95 FY 96 FY 97
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING - 0 - - 0 - - 0 - - 0 - -=n-- -  . .-Hr- .

CAPITAL | - 0 - - 0- - 0 - - 0 - L - 0- —0 -

| REVENUE - 0 - - 0 - . , - 0-  1 - 0 - - 0 - - 0 -

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL - 0 - - 0 - - 0 - - 0 - -0 - - 0 -

POSITIONS:

FULL-T1ME
PART-TIME —  NONE —

TEMPORARY

Estimate of current year impact:.

ANALYSIS: (Attach a separate page if necessary.)
ThLs bill will tecpire no appropriation from the Legislature. Any increase in loan volune will be functed 

by reviving loan funds within the Authority. Any incremental increases in loan guarantys will be provided 

for by the assets of the Authority and not impact Che credit of th; state or the general fund.

L.  Wagnon,^xecuti\Prepared By: B e r t r a m  L . W a g n o n E x e c u t i v e  Di r e c t o r

D iv ision :_______ '  :________

Approved by Commissioner: ^  ^
Agency: ;______________

Phone: (907^ 561-8050
Jte: Ma.y 7, 1991

Date;

Distribution (by preparer): Legislative. Finance, Legislative Sponsor. Requestor,. OMB, & Impacted Agency(ies).



MAY 03 '91. 14:16 AIDA

FISCAL NOTE
P. 3/6

S TA TE  OF ALASKA  
1991 LE G IS LA TIV E  SESSION

BILL NO. SB 226

Department Aflected: Ccmnerce & Economic Developm5.1tRevision Date: ______________ _________
Title: An Act revising the loan authority of the BRU: A1C Industrial Development: &  Export Authority

AK Industrial Oevelopnenc & Export Authority Component:___________________________ _____
Sponsor: H a lfo rd___________________________

Requestor Labor &  Cqnrerce Comnlttee COMPONENT SERIAL. NO.

Expenditures/Revenues: (Thousands ot Dollars)

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND a STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL 1 5 ,0 0 0 1 5 .0 0 0 1 5 .3 0 0 1 5 .0 0 0  _ 1 5 .0 0 0 1 LLl.0.Q,0 .

I REVENUE 1.5.000 1 5 .0 0 0 J —U^Q.Q.Q___ 1 5 .0 0 0 1 1 ,0 0 0 15 ,00 .0 —

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER 1 5 .0 0 0 1 5 .0 0 0 1 5 .0 0 0 1 5 .0 0 0 1 5 .0 0 0 ... 1 5 ’*000
TOTAL 1 5 .0 0 0 1 5 .0 0 0 1 5 .0 0 0 1 5 .0 0 0 1 5 ,0 0 0 1 5 .0 0 0

POSITIONS:

FULL-TIME
PART-TIME - -
TEMPORARY

Estimate of current year impact:______ N O N E

ANALYSIS: (Attach a separate page if necessary.)

SEE A T T A C H E D

Ll "
Prepared By: -Bertram L. Mapnon. Executive nirpctor   Phone: (907) 561-8050__________
Division: AK Industrial Cbveiotmenc And Export Authority , Date: M a y  3, 1991_________________

Approved by Commissioner: s

Agency: f ) C E / ) __________________________________I ______________  Date: 5 ~ ’ ' 3 - <r /

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).

Rev 10/90 ' - Pane I  of 2 •



A l a s k a  S t a t e  L e g i s l a t u r e

Senator Drue Pearce, Chair
Senator Virginia Collins, Vice Chair 
Senator Dick Eliason 
Senator Rick Hallord 
Senator Jay Kerttula

SENATE LABOR AND COMMERCE 
COMMITTEE

WHILE IN JUNEAU 
P.O. BOX V
JUNEAU, ALASKA 99811 
(907) 465-3844

3111 C STREET, SUITE 150 
ANCHORAGE, ALASKA 99504 
(907) 561-2018

TO: Tam Cook,  D i r e c t o r
D i v i s i o n  o f  L e g a l  S e r v i c e s

FROM: Rod M o u r a n t ,  L e g i s l a t i v e  A id e
S e n a t e  L a b o r  & Commerce C o m m it te e

DATE: May 6 ,  1991

RE: SB 226

W ork ing  f ro m  d r a f t  7 -L S 1 0 0 0 \A ,  p l e a s e  p r o d u c e  a  c o m m i t t e e  
s u b s t i t u t e  w i t h  t h e  f o l l o w i n g  c h a n g e s :

1) Amend t h e  t i t l e  t o  r e a d :
"An A c t  r e v i s i n g  t h e  l o a n  a u t h o r i t y  a n d  e x t e n d i n g  t h e  
b u s i n e s s  a s s i s t a n c e  p r o g r a m  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 lo 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  an  
e f f e c t i v e  d a t e . "

2) I n s e r t  a  new s e c t i o n  t o  r e a d :
S e c t i o n  4 ,  Ch 16 2 ,  SLA 88 i s  r e p e a l e d  an d  r e e n a c t e d  t o  r e a d :  
"AS 4 4 - 8 8 5 0 0  -  4 4 . 8 8 . 5 9 9  a r e  r e p e a l e d  J u l y  1, 1 9 9 3 . "

3) Pg 2 d e l e t e  l i n e s  5 - 7  a n d  i n s e r t :
" (B) may a l l o w  t h e  l o a n  o r i g i n a t o r  t o  a m o r t i z e  t h e  
p o r t i o n  o f  t h e  l o a n  r e t a i n e d  by  t h e  l o a n  o r i g i n a t o r  on 
a  s h o r t e r  a m o r t i z a t i o n  s c h e d u l e  t h a n  t h e  a m o r t i z a t i o n  
s c h e d u l e  f o r  t h e  p o r t i o n  o f  t h e  l o a n  h e l d  b y  t h e  
a u t h o r i t y  w h e n ;

( i )  i n  t h e  a u t h o r i t y ' s  o p i n i o n  t h e  p r o j e c t  f i n a n c e d  
c a n  s u p p o r t  t h e  i n c r e a s e  d e b t  s e r v i c e ;  and

( i i )  t h e  a c c e l e r a t e d  a m o r t i z a t i o n  s c h e d u l e  i s  r e q u i r e d  
t o  i n d u c e  t h e  o r i g i n a t o r  t o  make t h e  l o a n . "

T h i s  b i l l  was p a s s e d  f ro m  c o m m i t t e e  a n d  s h o u l d  b e  r e a d  a c r o s s  t o  
R u l e s  on W ednesday ,  May 8 ,  1991 .

T h a n k s .





A - V X A

(3_w ~o t \  v ^  ci^ \ a\jl-o \  C d v ^ o £ _  ‘Q ' o v m ,

‘.vzS clv p d X x ^ a  V 2 e ^ C _  .

^ W cx O eC k  ■ A ^^T y^ lA tClv pW X -^_ o^T \\a  o o A ^ \ ( \ e _  \o e ^ k - ^ »  .

b Y d c ^  '^ > ( o ^ < 2 e i r  p o « _

C ^ v ^ e d o  o A t O  ̂  ^VX_CL.\



S u b j e c t

Sunset:
Size of loan allowed 
without Legislative ap­
proval :
Size of loan allowed with 
Legislative approval:
Direct participation in 
loans:

Provision for floating 
interest rates:
Expansion of activities:

(lew definitions:

Small uncollaterized 
loans:
Interest guarantees: ************************

CSSB-410(STA) a Rodcy CSIIB-417(t&C) 3 Clioquctte
Restores bonding ability without Legislative oversight up to $10 million. Some bonding tbility sunsets on June 30, 1995.

C o m p a r i s i o n  o f  A T ' - A  B i l l s

Allows the Authority to participate in any size of loan/participation 
while limiting the Authority's exposure to $10 million.

Legislative approval is required on any bond issue cf $10 million or 
more.
Allows the Authority to use money and/or assets from the Enterprise 
Development Account to secure bonds or to directly finance participation 
in loans.
Provides for interest rates that are tied to fluctuations of the prime 
interest rate.
Redefines "project" to include tourism destination facilities that have 
no existing competition. Grants Legislative approval for up to $50 
million in loans for an air cargo/air transport support facility at 
Anchorage International Airport.
Defines "loan participation" as the purchase of a portion of an existion 
oan from a bank.
Not addressed.

Not addressed.

Allows the Authority to participate in any size of 
loan/participation while limiting the Authority's exposure to $7 
mi I lion.
Legislative approval is required on all bond issues of $7 million 
or more.
Same as CSSB-410(STA) 3 Rodey.

■a***************************************************************

Subject:
Sunset:
Size of loan allowed 
without Legislative ap- 
provaI:
Size of loan allowed with 
Legislative approval:
Direct participation in 
loans:
Provision for floating 
interest rates:

Work Draft for CSSB-226 (2d L&C) 
Same os CSHB-417(L&C) 3 Choquette. 
Same as CSSB-410(STA) 3 Rodcy.

Present AIDEA statute
Sunseted as of January 1, this year.
AIDEA can guarantee up to 80%, up to a $10 million dollar loan. 

AIDEA can bond up to $400 million in a 12 month period.

" Not presently allowed.

Same as CSSB-410(STA) 3 Rodey, but without the interest rate ceiling. Fixed at the time the loan is made.

Expansion of activities: Same as CSS8-410CSTA) 3 Rodey, but eliminates competition clause.
Increases the limit of unsecured loan guarantees to $100,000.Small uncollaterized 

loans:
Interest guarantees:

N/A.
Limited to $50,000.

Guarantees interest on fedeal Small Business Administration guaranteed Not presently allowed, 
loans.



Subject
Sunset:
Size of loan nllowed 
without Legislative ap­
proval:
Size of loan allowed with 
Legislative approval:
Direct participation in 
loans:

Cora p a r i s i o n  o f  A I D E A  B i l l s

CSSB-410(STA) a Rodey CSHB-417(LSC) 3 Choquette

Restores bonding ability without Legislative oversight up to $10 million. Same bonding ability sunsets on June 30, 1995.
Allows the Authority to participate in any size of loan/participation 
while limiting the Authority's exposure to $10 million.

Provision for floating 
interest rates:
Expansion of activities:

New definitions:

Small uncollaterized 
loans:
Interest guarantees: ************************

Subject:

Sunset:
Size of loan allowed 
without Legislative ap- 
provaI:
Size of loan allowed with 
Legislative approval:
Direct participation in 
loans:

Legislative approval is required on any bond issue of $10 million or 
more.
Allows the Authority to use money and/or assets from the Enterprise 
Development Account to secure bonds or to directly finance participation 
in loans.
Provides for interest rates that are tied to fluctuations of the prime 
interest rate.
Redefines "project" to include tourism destination facilities that have 
no existing competition. Grants Legislative approval for up to $50 
million in loans for an air cargo/air transport support facility at 
Anchorage International Airport.
Defines "loan participation" as the purchase of a portion of an existion 
oan from a bank.
Not addressed.

Not addressed.

Allows the Authority to participate in any size oi 
loan/participation while limiting tfe Authority's exposure to $7 
million.
Legislative approval is required on all bond issues of 17 million 
or more.
Same as CSSB-410.

CSSB-226(L&C) 3 Halford Present AIDEA statute
Sunsets bonding ability, without Legislative oversight, on July 1, 1993. Sunseted as of January 1, this year.
Same as present AIDEA statute. AIDEA can guarantee up to 80%, up to a $10 million dollar loan.

11 AIDEA can bond up to $400 million in a 12 month period.

" Not presently allowed.

Provision for floatinq 
interest rates:

Expansion of activities:

Small uncollaterized 
loans:

Fixed at the time the loan is made. 

N/A.
Limited to $50,000.

Interest guarantees: Not presently allowed.



S T A T E  O F  A L A S K A
1992 LEGISLATIVE S E S S I O N

FISCAL N O T E

BILL NO. CSSB 226

-3723/32,Revision Date:
Tills: An Act rev is ing  the loan au th o rity
_________ o f AIDEA__________________________

Sponsor: Senator Halford__________________
Rsqusstor: Senate Labor & Commerce_________

EXPENDITURES/REVENUES: (Thousands of Dollars)

Department Affaoted: C o m m e r c P  A Ecnn. D p v .

BRU:__________________________________

Component: AIDEA______________________

COMPONENT SERIAL NO. 2 3

OPERATING FY 93 FY 94 FY SB FY 98 FY 97 ! FY 90
PERSONAL SERVICES 0 0 0 ... 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 . .0 0 _  0 0 0
TOTAL OPERATING 0 . . .  0.. 0 . .  0 0 0

CAPITAL

REVENUE FUND RESOURCE:

FUNDING: (Thousands of Dollars)

GENERAL FUND 0 0 .0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER
FUND SOURCE: 0 0 0 0 0 0
TOTAL 0 ,.Q_ 0 0 0

positions;

FULL-TIME 0 0 0 0 o 0
PART-TIME 0 0 0 CL 0 u . .
TEMPORARY Q_ . . 0 . 0 n Q . CL_

Estimate of current year Impact:

ANALYSIS (Attaoh a separate page If necessary.)

The b i l l  w il l  have no add itional fis c a l Impact on the A uthority .

Prepared By: Katelyn Carrlgan, Development S p e c ia lis t  Phone: (9071 561 -8050

Division: AIDEA________________________(7/9  ̂ Dais: 3/23/92
Approved by Commissioner: Glenn A. Qldj
Agency: Department o f Commerce A Economlnomlc Development Date:

SS/doll722D-2/032492a 
(Rov. 12/91)

Distribution (by preparer): Leg. Fin., Legislative Sponsor, Requestor, OMB/DBR, Gov. Legle. Ofc., and Impacted Agency(lss).
Page "1 of
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CS FOR SENATE BELL NO. 226 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsors): S E N A T O R  H A L F O R D

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to the financing authority of the Alaska Industrial Development and

2 Export Authority and to a project for which the legislature has approved the Authority’s

3 issuance of bonds; and providing for an effective date."

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

5 * Section 1. PURPOSE. The purpose of this Act is to

6 (1) eliminate a blanket prohibition against the Alaska Industrial Development and Export

7 Authority’s ability to issue bonds, other than refunding bonds, without securing the prior approval of the

8 legislature and to restore, until June 3G, 1995, a provision of law giving the Authority the ability to issue

9 its bonds to assist in the financing of a development project without prior legislative approval if the

10 proposed bond issue does not exceed $10,000,000;

11 (2) modify the requirements and restrictions imposed on the use of money in the Alaska

12 Industrial Development and Export Authority’s enterprise development account to permit the Authority

13 to improve its capacity to serve as the primary source of secondary project financing in the state;

14 (3) modify the interest rate restriction applicable to the loans guaranteed by the Alaska

-1- CSSB 226( )
— . • ...V?;-' T e x c j f . n d ^ r l i r e d  [DELETED TEXT BRACKETED 1



WORK DRAFT WORK DRAFT WORK DRAFT

1 Industrial Development and Export Authority;

2 (4) improve the A!: ska Industrial Development and Export Authority’s ability to support

3 the state’s expanding tourism industry; and

4 (5) amend the project approval given by sec. 25, ch. 123, SLA 1990 to express legislative

5 project approval for the Alaska Industrial Development and E: port Authority’s participation in the

6 financing of a more versatile aircraft facility at the Anchorage International Airport as presently

7 contemplated by the project’s principal sponsor.

8 * Sec. 2. AS 44.88.095(g) is repealed and reenacted to read:

9 (g) Without prior legislative approval, the authority may not issue bonds in an amount

10 greater than $10,000,000 to assist in the financing of a development project under AS 44.88.172 -

11 44.88.177.

12 * Sec. 3. AS 44.88.095(g) is repealed and reenacted to read:

13 (g) Without prior legislative approval, the authority may not issue bonds, except

14 refunding bonds.

15 * Sec. 4. AS 44.88.155(c) is amended to read:

16 (c) Money and other assets of the enterprise development account may be used to secure

17 bonds of the authority issued to finance the purchase of loans for projects or mav [SHALL] be

18 used to purchase participation in the loans for projects.

19 * Sec. 5. AS 44.88.155(d) is amended to read:

20 (d) A loan participation purchased [IN WHOLE OR IN PART] by the authority with

21 assets of the enterprise development account or with proceeds of bonds secured by assets of the

22 enterprise development account [, OTHER THAN A LOAN WHICH IS FINANCED WITH THE

23 PROCEEDS OF BONDS OF THE AUTHORITY AND SECURED ONLY BY A PROJECT

24 APPLICANT OR A PROJECT,]

25 (1) may not exceed $10,000,000 without prior legislative approval:

26 (2) mav not be purchased unless

27 (A) the project applicant is not, or. if the applicant is not a single

28 proprietorship, all members of the business enterprise or enterprises constituting the

29 project applicant are not, in default on another loan made bv the state or bv a

30 public corporation of the state; and

31 (B) at least 20 percent of the principal amount of the loan is retained

i
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1 by the loan originator;

2 ^3). may not be purchased if the loan to be purchased exceeds (EXCEED] the

3 cost of the project or 75 percent of the appraised value of the project, whichever is less, unless

4 the amount of the loan in excess of this limit is federally insured or guaranteed or is insured by

5 a qualified mortgage insurance company;

6 14) [(3)] may not be purchased if the participation in the loan to he nnrrhnsed

7 is for a term longer than three-quarters of tire authoiity’s estimate of the life of the project or 25

8 years from the date the loan is made, whichever is earlier;

9 {5) [(4)] shall be made onlv if the participation in the loan to be purchased

10 contains [CONTAIN] amortization provisions; the amortization provisions

11 (A) must be complete and satisfactory to the authority and require periodic

12 payments by die borrower;

13 (B) may allow the loan originator to amortize the portion of the loan

14 retained by the loan originator using a shorter amortization schedule dian the amortization

15 schedule for the portion of the loan held by the authority if (i) in the authority’s opinion,

16 the project financed can support the increased debt service; and (ii) the accelerated

17 amortization schedule is required to induce the originator to make die loan;

18 £6) [(5)] shall be made onlv if the participation in the loan to be purchased

19 is in the form and contains [CONTAIN] the terms and provisions with respect to insurance,

20 repairs, alterations, payment of taxes and assessments, default reserves, delinquency charges,

21 default remedies, acceleration of maturity, secondary liens, and other matters the authority

22 prescribes; and

23 17) [(6)j shall be made onlv if the participation in the loan to he purchased

24 is secured as to repayment by a mortgage or other security instrument in the manner the authority

25 determines is feasible to assure timeW repayment under a loan agreement entered into with the

26 borrower [;

27 (7) MAV NOT BE MADE UNLESS

28 (A) THE PROJECT APPLICANT IS NOT, OR, IF THE APPLICANT IS

29 NOT A SINGLE PROPRIETORSHIP, ALL MEMBERS OF THE BUSINESS

30 ENTERPRISE OR ENTERPRISES CONSTITUTING THE PROJECT APPLICANT ARE

31 NOT, IN DEFAULT ON ANOTHER LOAN MADE BY THE STATE OR BY A
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1 PUBLIC CORPORATION OF THE STATE; AND

2 (B) WITH RESPECT TO THE LOAN, (i) AT LEAST 20 PERCENT OF

3 THE PRINCIPAL AMOUNT OF THE LOAN IS RETAINED BY THE LOAN

4 ORIGINATOR; OR (ii) 100 PERCENT OF THE PRINCIPAL AMOUNT OF THE

5 LOAN IS GUARANTEED BY THE UNTIED STATES OR AN AGENCY OR

6 INSTRUMENTALITY OF THE UNITED STA1ES;

7 (8) MUST BE

8 (A) FINANCED FROM THE PROCEEDS OF BONDS; OR

9 (B) EXPECTED BY THE AUTHORITY TO BE FINANCED FROM THE

10 PROCEEDS OF BONDS].

11 * Sec. 6. AS 44.88.155(h) is amended to read;

12 (h) The provisions of this section apply only with respect to a loan participation

13 [LOANS] purchased [OR MADE] by the authority for projects under AS 44.88.155 - 44.88.159.

14 * Sec. 7. AS 44.88.159(d) is amended to read:

15 (d) The provisions of this section apply only to a loan participation purchased [LOANS

16 FINANCED] under AS 44.88.155 - 44.88.159.

17 * Sec. 8. AS 44.88.190(c) is amended to read:

18 (c) A loan participation purchased or financed by the authority [IN WHOLE OR IN

19 PART] is exempt from the provisions of AS 45.45.010. A guarantee extended under

20 AS 44.88.300 or insurance provided under AS 44.88.390 does not constitute insurance for the

21 purposes of AS 21.03.010.

21 * Sec. 9. AS 44.88.535(a) is amended to read:

23 (a) The authority may guarantee a loan under AS 44.88.500 - 44.88.599 if the

24 (1) loan

25 (A) is commercially reasonable;

26 (B) contains amortization provisions satisfactory to the authority;

27 (C) is secured by adequate collateral; however, the authority may waive

28 on a case-by-case basis the requirement of collateral for a loan guarantee of SlOO.flOO

29 [550,000] or less for which the proposed loan amortization period does not exceed five

30 years, but the ability to waive the requirement of this subparagraph or the grant of a

31 waiver does not prevent the financial institution that holds the loan guaranteed by the

CSSB 2?.6( ) -4-
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1 authority from requiring reasonable collateral for the loan;

2 (2) net cash flow from the borrower provides adequate coverage for the debt

3 service on the loan;

4 (3) term of the loan does not exceed 20 years;

5 (4) loan is originated with and serviced by a state chartered or federally chartered

6 financial institution;

7 (5) portion of the loan not guaranteed by the audiority is held by the originating

8 financial institution or another financial institution approved by the authority;

9 (6) loan is made to a business with a majority interest held by state residents; and

10 (7) loan guarantee provides a benefit to the borrower.

11 * Sec. 10. AS 44.88.535(c) is amended to read:

12 (c) For a loan guaranteed under AS 44.88.500 - 44.88.599 that is also guaranteed bv

13 the federal Small Business Administration, the authority mav guarantee interest on the loan

14 and the fees and expenses attributable to the inception and servicing of the loan to the

15 extent authorized bv the federal Small Business Administration. Except for those loan

16 guarantees, the [THE] authority may not guarantee the payment of interest on the guaranteed

17 portion of a loan.

18 * Sec. 11. AS 44.88.550 is amended to read:

19 Sec. 44.88.550. INTEREST ON GUARANTEED LOAN. The maximum interest rate

20 on a loan guaranteed by the authority is

21 [(1) FOR A LOAN GUARANTEE THAT EXCEEDS 65 PERCENT OF THE

22 LOAN, ONE AND ONE-HALF PERCENTAGE POINTS ABOVE THE PRIME RATE ON THE

23 DAY THE LOAN GUARANTEE IS MADE; AND

24 (2) FOR A LOAN GUARANTEE THAT IS EQUAL TO OR LESS THAN 65

25 PERCENT OF THE LOAN,] two and three-quarters percentage points above the prime rate (ON

26 THE DAY THE LOAN GUARANTEE IS MADE].

27 * Sec. 12. AS 44.88.550 is amended by adding a new subsection to read:

28 (b) If provision is made in the loan guarantee agreement, the inteiest rate on a loan

29 guaranteed by the authority may increase or decrease in accordance with the changes in the prime

30 rate.

31 * Sec 13. AS 44.88.900(9) is amended to read:

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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1 (9) "project" or "development project" means

2 (A) a plant or facility used or intended for use in connection with making,

3 processing, preparing, transporting, or producing in any manner, goods, products, or

4 substances of any kind or nature or in connection with developing or utilizing a natural

5 resource, or extracting, smelting, transporting, converting, assembling, or producing in any

6 manner, minerals, raw materials, chemicals, compounds, alloys, fibers, commodities and

7 materials, products, or substances of any kind or nature;

8 (B) subject to IE) of this paragraph, a plant or facility used or intended

9 for use in connection with a business enterprise;

10 (C) commercial ".ntivity by a small enterprise;

11 (D) a plant or facility demonstrating technological advances of new

12 methods and procedures and prototype commercial applications for the exploration,

13 development, production, transportation, conversion, and use of energy resources;

14 (E) a new tourism destination facility or the expansion of a tourism

15 destination facility if the new facility or expanded facility will not compete with an

16 existing hotel, motel, or restaurant:

17 * Sec. 14. AS 44.88.900 is amended by adding a new paragraph to read:

18 (15) "loan participation" means the purchase of a portion of an existing loan from

19 a bank.

20 * Sec. 15. Section 25, ch. 123, SLA 1990 is amended to read:

21 Sec. 25. The Alaska Industrial Development and Export Authority may issue bonds to

22 finance the acquisition, design, and construction of an [A MULTI-BA ̂  aircraft maintenance/air

23 cargo/air transport support facility located at Anchorage International Airport, to be owned by

24 the Authority. The principal amount of the bonds may not exceed $50,000,000. This section

3S grants the legislative approval required by AS 44.88.095.

26 * Sec. 16. AS 44.88.900(4) is repealed.

27 * Sec. 17. Section 3 of this Act takes effect July 1, 1995.

28 * Sec. 18. Except for sec. 3 of this Act, this Act takes effect immediately under AS 01.10.070(c).
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M a t io n a l

Junoau O lllca P.O . Box I 189 Junvau, A laska 991102-1109 (907) 08&3324

March 25 ,  1992

S e n a t o r  R i c k  H a l f o r d  
The A l a s k a  S t a t e  S e n a t e  
J u n e a u ,  A l a s k a  99801

R e f e r e n c e :  The 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  and  E x p o r t
A u t h o r i t y

D e a r  S e n a t o r  H a l f o r d ,

AIDEA h a s  become an  i m p o r t a n t  t o o l  i n  p r o v i d i n g  l o n g  t e r m  
c a p i t a l  f o r  e c o n o m ic  d e v e l o p m e n t  w i t h  t h e  r e s u l t s  o f  
s t a b i l i t y  i n  em plo y m en t  i n  t h e  s t a t e .  To b u s i n e s s e s  i n  t h e  
S t a t e  t h e  s o u r c e s  o f  lo n g  t e r m  f u n d s  hav e  s h r u n k  i n  r e c e n t  
y e a r s .  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 f  AIDEA was 
e s t a b l i s h e d  t o  a s s i s t  t h e  eco n o m ic  n e e d s  o f  b u s i n e s s  i n  
p a r t n e r s h i p  w i t h  o t h e r  i n s t i t u t i o n s .

We have  r e v i e w e d  a r e c e n t  d r a f t  o f  S e n a t e  b i l l  226 w h ich  we 
b e l i e v e  w i l l  add  t o  t h e  v e r s a t i l i t y  and  e f f e c t i v e n e s s  o f  
AIDEA. The l o a n  g u a r a n t e e  p ro g ra m  and  t h e  l o a n  p a r t i c i p a t i o n  
( b a n k  p a r t i c i p a t i o n )  p r o g ra m s  w i l l  be im p ro v e d  w i t h  t h e  b i l l .

I t  seems r e a s o n a b l e  t h a t  t h e  l e g i s l a t u r e  be c a l l e d  upon t o  
f i n e  t u n e  AIDEA f ro m  t im e  t o  t i m e .  The b a n k i n g  i n d u s t r y  
w h ic h  we a r e  m os t  f a m i l i a r  i s  i n  a c o n s t a n t  s t a t e  o f  c h a n g e .  
C hanges  i n  t h e  n a t i o n a l  economy and  f i n a n c e  i n d u s t r y  
s o m e t im e s  a r e  n o t  i n  t h e  b e s t  i n t e r e s t  o f  A l a s k a .  When 
p o s s i b l e  we s h o u l d  make a d j u s t m e n t s  so a s  t o  p r o m o t e ,  
d e v e l o p ,  and  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  and eco n o m ic  
w e l f a r e  o f  t h e  p e o p l e ,  t o  r e l i e v e  p r o b l e m s  o f  u n em p lo y m e n t ,  
and  t o  c r e a t e  a d d i t i o n a l  em ploym en t .

S i n c e r e l y  Y o u r s ,

Alaska's Most Convenient Hank



Side by Side C om parison  of 
CSSD 226 () and  CSSB 410  (STA)

B oth bills a re  iden tica l except for the  following sections th a t  are  no t 
con ta ined  in S e n a to r Rodey's bill:

Section  3:

Section  9:

Section  11:

T his sec tion  becom es effective 7 / 1 /9 5  and does no t 
allow AIDEA to issue  any bonds (except re fund ing  bonds) 
w ith o u t legislative approval.

In creases from  $50K  to $100K  th e  m axim um  am o u n t of a 
loan in w hich  the  A uthority  m ay waive collateral 
req u irem en ts  and  requ ire  o th e r prov isions a s  they  see fit.

S ets the  m axim um  in te res t ra te  on a  loan g u a ran teed  by 
the  a u th o rity  a t 2 3 /4 %  above prim e. Rodey's SB 410, 
Section 8 allows for 1 1 /2%  above prim e, on loans th a t 
exceed 65%  of the  loan and  2 3 /4 %  on loans a t  or below 
65% .

S ection  17: Effective D ate for Section  3.

Section  18: E xcludes Section  3 from  im m edia te  effective date .



CSSB 226: "An Act revising the loan and loan guarantee authority
of the Alaska Industrial Development and Export
Authority; and providing for an effective date."

The A uthority supports CSSB 226.

The bill, as proposed, re insta tes the Authority’s ability to issue bonds up to 
$10,000,000 for projects which enhance A laska’s economy and provide job 
opportunities for A laskans; modifies in terest ra te  restrictions of the  A uthority’s 
guarantee loan program s and allows the Authority to participate in business 
development or enhancem ent loans of any size while lim iting the  A uthority’s 
participation or exposure to $10,000,000; improves the A uthority’s ability to 
develop in frastructure  and superstn icture to support A laska’s expanding 
tourism  industry  while not competing w ith the private sector; allows the 
Authority to invest assets of the  Authority directly into the A laskan economy 
w ithout selling bonds; and diversifies the use of an aircraft facility a t the 
Anchorage In ternational Airport approved by the  Legislature in  1990.

While m any sections of the  proposed legislation are technical am endm ents, the 
A uthority believes th a t CSSB 226 is critical to our continued success. AH 
sections of the  proposed bill support and enhance the  A uthority’s mission to 
promote, develop, and advance the  general prosperity and economic welfare of 
the people of Alaska, to relieve problems of unemploym ent and to or ra te  
additional employment. The Alaskan banking industry  has expressed an 
in te rest in  increasingly utilizing the  A uthority’s program s with the 
modifications to th e  guarantee loan programs and participation loan program s 
proposed in  CSSB 226, which include increasing the  lim it of unsecured loan 
guarantees from $50,000 to $100,000 and provides for a ceiling of 2-3/4 points 
over the  prime ra te  on the  day a loan guarantee is made.

Staff of the departm ent and th e  Authority recommend support of th is bill.

Glenn A. Olds, Commissioner

Date:

GAO/SS/dgll727D-l
032592a
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CS FOR SENATE BILL NO. 226 (2d L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION 

BY THE SENATE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATOR HALFORD

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to the financing authority of the Alaska Industrial Development and

2 Export Authority and modifying the description of a project for which the legislature has

3 previously approved the Alaska Industrial Development and Export Authority’s issuance of

4 bonds; and providing for an effective date."

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

6 * Section I. PURPOSE. The purpose of this Act is to

7 (1) eliminate a blanket prohibition against the Alaska Industrial Development and Export

S Authority's ability to issue bonds, other than refunding bonds, without securing the prior approval of the 

9 legislature and to restore, until June 30, 1995, a provision of law giving the Authority the ability to issue

10 its bonds to assist in the financing of a development project without prior legislative approval if the

11 proposed bond issue does not exceed 510,000,000:

12 (2) modify the requirements and restrictions imposed on the use of money in the Alaska

13 Industrial Development and Export Authority's enterprise development account to permit the Authority

14 to improve its capacity to serve as the primary source of secondary project financing in the state;
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1 (3) eliminate the interest rate restriction applicable to the loans guaranteed by the Alaska

2 Industrial Development and Export Authority;

3 (4) improve the Alaska Industrial Development and Export Authority’s ability to support

4 the state’s expanding tourism industry; and

5 (5) modify the project approval given by sec. 25, ch. 123, SLA 1990 to express

6 legislative project approval for the Alaska Industrial Development and Export Authority’s participation

7 in the financing of a more versatile aircraft facility at the Anchorage International Airport as presently

8 contemplated by the project’s principal sponsor.

9 * Sec. 2. AS 44.88.095(g) is repealed and reenacted to read:

10 (g) Without prior legislative approval, the authority may not issue bonds in an amount

11 greater than $10,000,000 to assist in the financing of a development project under AS 44.88.172 -

12 44.88.177.

13 * Sec. 3. AS 44.88.095(g) is repealed and reenacted to read:

14 (g) Without prior legislative approval, the authority may not issue bonds, except

15 refunding bonds.

16 * Sec. 4. AS 44.88.155(c) is amended to read:

17 (c) Money and other assets of the enterprise development account may be used to secure

18 bonds of the authority issued to finance the purchase of loans for projects or mav [SHALL] be

19 used to purchase participation in the loans for projects.

20 * Sec. 5. AS 44.88.155(d) is amended to read:

21 (d) A loan participation purchased [IN WHOLE OR IN PART] by the authority with

22 assets of the enterprise development account or with proceeds of bonds secured by assets of the

23 enterprise development account [, OTHER THAN A LOAN WHICH IS FINANCED WITH THE

24 PROCEEDS OF BONDS OF THE AUTHORITY AND SECURED ONLY BY A PROJECT

25 APPLICANT OR A PROJECT,]

26 (1) may not exceed $10,000,000 without prior legislative approval:

27 (2) mav not he purchased unless

28 (A1 the project applicant is not, or. if the applicant is not a single

29 proprietorship, all members of the business enterprise or enterprises constituting the

30 project applicant are not, in default on another loan made bv the state or a

31 public corporation of the state: and

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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(B) at least 20 percent of (he principal amount of the loan is retained
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bv the loan originator;

(3) may not be purchased if the loan to be purchased exceeds [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;

(4) [(3)] may not be purchased if the participation in the loan to be purchased 

js for a term longer than three-quarters of the authority’s estimate of the life of the project or 25 

years from the date the loan is made, Whichever is earlier,

(5) [(4)J shall be made onlv if the participation in the loan to be purchased 

contains [CONTAIN] amortization provisions; the amortization provisions

(A) must be complete and satisfactory to the authority and require periodic 

payments by the borrower;

(B) may allow the loan originator to amortize die portion of the loan 

retained by the loan originator using a shorter amortization schedule than the amortization 

schedule for the portion of the loan held by the authority if (i) in the authority’s opinion, 

die project financed can support the increased debt service; and (ii) the accelerated 

amortization schedule is required to induce the originator to make the loan;

(61 [(5)] shall be made onlv if the participation in the loan tu be purchased 

js in the form and contains [CONTAIN] the terms and provisions with respect to insurance, 

repairs, alterations, payment of taxes and assessments, default reserves, delinquency charges, 

default remedies, acceleration of maturity, secondary liens, and other matters the authority 

prescribes; and

(71 [(6)] shall be made onlv if the participation in the loan to be purchased

js 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) THE PROJECT APPLICANT IS NOT, OR, IF THE APPLICANT IS 

NOT A SINGLE PROPRIETORSHIP, ALL MEMBERS OF THE BUSINESS 

ENTERPRISE OR ENTERPRISES CONSTITUTING THE PROJECT APPLICANT ARE

-3- CSSR 226(2d L&C)



1 NOT, IN DEFAULT ON ANOTHER LOAN MADE BY THE STATE OR BY A

2 PUBLIC CORPORATION OF THE STATE; AND

3 (B) WITH RESPECT TO THE LOAN, (i) AT LEAST 20 PERCENT OF

4 THE PRINCIPAL AMOUNT OF THE LOAN IS RETAINED BY THE LOAN

5 ORIGINATOR; OR (ii) 100 PERCENT OF THE PRINCIPAL AMOUNT OF THE

6 LOAN IS GUARANTEED BY THE UNITED STATES OR AN AGENCY OR

7 INSTRUMENTALITY OF THE UNITED STATES;

8 (8) MUST BE

9 (A) FINANCED FROM THE PROCEEDS OF BONDS; OR

10 (B) EXPECTED BY THE AUTHORITY TO BE FINANCED FROM THE

11 PROCEEDS OF BONDS].

12 * Sec. 6. AS 44.88.155(h) is amended to read;

13 (h) The provisions of this section apply only with respect to a loan participation

14 [LOANS] purchased [OR MADE] by the authority for projects under AS 44.88.155 - 44.88.159.

15 * Sec. 7. AS 44.88.159(d) is amended to read:

16 (d) The provisions of this section apply only to a loan participation purchased [LOANS

17 FINANCED] under AS 44.88.155 - 44.88.159.

18 * Sec. 8. AS 44.88.190(c) is amended to read:

19 (c) A loan participation purchased or financed by the authority [IN WHOLE OR IN

20 PART] is exempt from the provisions of AS 45.45.010. A guarantee extended under

21 AS 44.88.300 or insurance provided under AS 44.88.390 does not constitute insurance for the

22 purposes of AS 21.03.010.

23 * Sec. 9. AS 44.88.535(a) is amended to read:

24 (a) The authority may guarantee a loan under AS 44.88.500 - 44.88.599 if the

25 (1) loan

26 (A) is commercially reasonable;

27 (B) contains amortization provisions satisfactory to the authority;

28 (C) is secured by adequate collateral; however, the authority may waive

29 on a case-by-case basis the requirement of collateral for a loan guarantee of SI00.000

30 [550,000] or less for which the proposed loan amortization period does not exceed five

31 years, but the ability to waive the requirement of this subparagraph or the grant of a

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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waiver does not prevent the financial institution that holds the loan guaranteed by the 

authority from requiring reasonable collateral for the loan;

(2) net cash flow from die borrower provides adequate coverage for the debt 

service on the loan;

(3) term of the loan does not exceed 20 years;

(4) loan is originated with and serviced by a state chartered or federally charterer 

financial institution;

(5) portion of the loan not guaranteed by the authority is held by the originating 

financial institution or another financial institution approved by the authority;

(6) loan is made to a business v. ith a majority interest held by state residents; and

(7) loan guarantee provides a benefit to the borrower.

* Sec. 10. AS 44.88.535(c) is amended to read:

(c) For a loan guaranteed under AS 44.88.500 ■ 44.88.599 that is also guaranteed bv 

the federal Small Business Administration, the authority mav guarantee interest on the loan 

and the fees and expenses attributable to the inception and servicing of the loan to the 

extent authorized bv the federal Small Business Administration. Except for those loan 

guarantees, the [THE] authority may not guarantee the payment of interest on the guaranteed 

portion of a loan.

* Sec. 11. AS 44.88.550 is repealed and reenacted to read:

Sec. 44.88.550. INTEREST ON GUARANTEED LOAN. If provision is made in the 

loan guarantee agreement, the interest rate on a loan guaranteed by the authority may increase 

or decrease in accordance with the changes in the prime rate.

* Sec. 12. AS 44.88.900(4) is amended to read:

(4) "development project" has the meaning given to "project" in (9)(A), (D), and

(E) of this section;

* Sec. 13. AS 44.88.900(9) is amended to read:

(9) "project" means

(A) a plant or facility used or mtended for use in connection with making, 

processing, preparing, transporting, 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, transporting, converting, assembling, or producing in any

W O R K  D R A F T

N e w  T e x r  Ur set

O-
' DELE

CSSB 226(2d L&C)
TED T E X T  3 F A C X E T E E ;



1 manner, minerals, raw materials, chemicals, compounds, alloys, fibers, commodities and

2 materials, products, or substances of any kind or nature;

3 (B) a plant or facility used or intended for use in connection with a

4 business enterprise;

5 (C) commercial activity by a small enterprise;

6 (D) a plant or facility demonstrating technological advances of new

7 methods and procedures and prototype commercial applications for the exploration,

8 development, production, transportation, conversion, and use of energy resources;

9 (E) a iittv tourism destination facility or the expansion of a tourism

10 destination facility;

11 * Sec. 14. AS 44.88.900 is amended by adding a new paragraph to read:

12 (15) "loan participation" means the purchase of a portion of an existing loan from

13 a bank.

14 * Sec. 15. Section 25, ch. 123, SLA 1990 is amended to read;

15 Sec. 25. The Alaska Industrial Development and Export Authority may issue bonds to

16 finance the acquisition, design, and construction of an [A MULTI-BAY] aircraft maintenance/air

17 cargo/air transport support facility located at Anchorage International Airport, to be owned by

18 the Authority. The principal amount of the bonds may not exceed $50,000,000. This section

19 grants the legislative approval required by AS 44.88.095.

20 * Sec. 16. Section 3 of this Act takes effect July 1, 1995.

21 * Sec. 17. Except for sec. 3, this Act takes effect immediately under AS 01.10.070(c).

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

CSSB 226(2d L&C) •6-



■./
{ . f-i



• - -V . • 1

■I, TTTT “

; *n*.

t
■r' 4-r' ’’A yf

/
... * ■. /  

• ... ■ i■ ■ ■ . . . . . . . . .  . . .

•<
• i .

I *1 ‘ '

- v • i* 

%

. S-vv V; !

• ‘ 4 *1

' L a y

'To promole, develop and advance the general prosperity 
and economic welfare of the people of Alaska, to relieve 
problems of unemployment and to create additional employ­
ment." This was the mandate given to the newly created 
Authority by the Alaska Legislature in 1967. Twenty years 
later, in 1987, legislators expanded the powers of the Author­
ity to provide financing guarantees for Alaska exports and 
changed the name to the "Alaska Industrial Development 
and Export Authority."

AIDEA accomplishes its mission bv facilitating tire financing 
of industrial, manufacturing export and bus iness enterprises 
and facilities within the state. AIDEA ako has the ability to 
own and operate facilities which advance its mission.

AIDEA is a public corporation of the State of Alaska, a 
political subdivision of the Department of Commerce and 
Economic Development, but with separate and independent 
legal existence.

/

DEVELOPAIfiV/7̂

Scope: AIDEA assists 
Alaskans through its ability to 

develop, own and operate basic 
installations and facilities within the 

stale, especially those which advance the 
prosperity of a region.

Eligible projects: Roads, ports, airports, 
utilities and other pubiic use fa­
cilities which are essential for 
the economic well being of an 
'area and are able to produce 

adequate revenues to repay the bonds sold to finance the 
project.

How it works: Communities or private entities approach 
AIDEA to develop or acquire projects important to the 
economy of a region. AIDEA works closely with the local 
government to ensure that each project is compatible with 
the local economy and supported by the community. Legis­
lative approval is required for projects requiring more than 
510 million in bonds. AIDEA development and ownership 
have contributed to these successful projects:

•DeLong Mountain Transportation System 
(at Red Dog Mine near Kotzebue)
•Skagway Ore Terminal 
•Ballyhoo Dock at Unalaska

Contact AIDEA for additional 
information.

ASSISTANCE PROGRAM TAX EXEMPT

Scope; AIDEA guarantees up Io80% of the principal balance 
of the loan to the financial institution providing the financ­
ing. A IDEA'S support can make project financing refinanc­
ing and working capital loans available for projects that 
might not otherwise be financed*

Eligible loans; To Alaska business enterprises for real prop­
erty, equipment or working capital for projects that stabilize 
the economic base or create or maintain employment.

How it works: An Alaska business applies to a financial 
institution (bank) for a loan. The bank then submits an 
application to AIDEA. Loan guarantees may not exceed 20 
years, and loans for working capital and those secured by 
inventory or accounts receivables have shorter terms. A 
guarantee may be made for up to 51 million.

Costs: 5100 application fee, 2% fee on amount guaranteed.

'AIDEA also offers a streamlined approval process for guar­
antees on unsecured loans of 550,000 or less. These loans are 
available to all Alaska businesses but targeted especially to 
assist entrepreneurs in rural areas. A loan summary with the 
bank's approval and credit verification are the only docu­

ments AIDEA requires with the 
application.

PROGRAkKUMBRELLA BOND
Scope: AIDEA provides up to 80% in permanent financing 
for loans secured through a financial institution. Available 
for project financing up to 510 million.

Eligible loans: lor the development or purchase of manufac­
turing facilities, including equipment and fixtures, and pub­
lic use facilities such as ports, airports and docks.

How it works: Borrowers apply at a financial institution 
(bank) for a loan financed through the issuance of tax exempt 
bonds. The bank in turn applies to AIDEA. The bank retains 
20% share in the loan, although that share may be amortized 
more rapidly than AIDEA's. Terms: 15-25 years based on a 
75% loan to value ratio.

Costs: 5200 application fee; 1% commitment fee on AIDEA 
portion of loan; 2% bond issuance costs escrow.

TAXABLE UMBRELLA BOND PROGRAM
Scope: AIDEA provides up to 80% in permanent financing 
lor ioans secured through a financial institution by the issu­
ance of taxable bonds. Available for project financing up to 
S10 million.

Eligible loans: Newly constructed, acquired or refinanced 
business enterprises such as fishing boats, shopping centers, 
office buildings, warehouses, dealerships and airplanes.

How it works: Borrowers apply at a financial institution 
(bank) for a loan firnnced through the issuance of taxable 
bonds. The bank applies to AIDEA for participation in the 
loan. The bank retains a 20% share in the loan, although that 
share may be amortized more rapidly than AIDEA's. Terms: 
15 to 25 years based on a 75% loan to value ratio.

Costs: 5200 application fee; 1% commitment fee on AIDEA 
portion; 15% bond issuance costs escrow.

$?0RWENUE bond proĝ

REVENUE BOND PROGRAM
AIDEA acts as a conduit to facilitate financing transactions 
between borrowers and willing purchasers of the bonds. This 
type1 of financing can Ire advantageous to both the borrower 
and the purchaser of the bonds. Financial institutions inter­
ested in asing this program should contact AIDEA for addi­
tional information.

Scope: AIDEA guarantees loans secured from a financial 
institution to provide working capital fur an eligible export 
transaction up to 51 million.

How it works: An Alaska business requiring pre- or post- 
export sliipment working capital applies to a financial insti­
tution (bank) for a loan. The bank applies to AIDEA for a 
guarantee on the lam. Terms: tip to 90% of the transaction 
plus interest, up to SI million; for 180 and 270 days, with 
extensions allowed.

Costs: 5100 application fee, 1% fee on guaranteed amount of 
loan, .25% guarantee fee for export insurance, .25% guarantee 
fee for extensions.
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