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fund the foreclosure expense account. This account is established as
a reserve from fund equity.

(b) The commissioner of commerce and economic development may
expend money credited to the foreclosure expense account when neces—
sary to protect the state®"s security interest in collateral on loans
made under this chapter nr m defray expenses incurred during fore—
closure proceedings after a default by an obligor.

Sec. 22. AS 45.87 is amended by adding new sections to read:

Sec. 45_87.040. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The department shall dispose of property acquired
through default or foreclosure of a loan made under this chapter.
Disposal shall be made in a manner that serves the best interests of
the state, and may include the amortisation of payments over a period
of years.

Sec. 45.87.060.REGULATIONS. The department shalladopt regu—
lations to implement this chapter.

Sec. 23. AS 45.88 1is amended by adding a net: section to read:

Sec. 45.88.015. SPECIALACCOUNT ESTABLISHED. (a) There is
established, as a special account within the vrevolving loan fund
established under AS 45.88.010, the foreclosure expense account. This
account is established as a reserve from fund equity.

(b) The commissioner of commerce and economicdevelopment mav
expend money credited to the foxeclosure expense account when neces—
sary to protect the state"s security interest in collateral on loans
made under AS 45.88.020 or to defray expenses 1incurred duringfore—
closure proceedings after a default by an obligor.

Sec. 24. AS 45.88 1is amended by adding a nev: section to read:
Sec. 45.88.050. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR

FOFXCLOSURE. The Department of Commerce and Economic Development

-11- CSSB 78 (Fin)



10
11

12
13
14

15

shall dispose of property acquired through default or foreclosure of a
loan nade under this chapter. Disposal shall be made in a manner that
serves the best interests of the state, and may include the amortiza—
tion of payments over a period of years.

Sec. 25. AS 45.89 1is amended by adding a new section to read:

Sec. 45.89.015. SPECIAL ACCOUNT ESTABLISHED. (@ There 1is
established as a special account within the residential energy conser—
vation fund the foreclosure expense account. This account 1is estab—
lished as a reserve from fund equity.

(b) The commissioner may expead money credited to the forec
sure expense account when necessary toprotect the state"s security
interest in collateral on loans made under AS 45.89.030 or to defray
expenses incurred during foreclosure proceedings after a default by an
obligor.

Sec. 26. AS 45.89 1is amended by adding new sections to read:

Sec. 45.89.050. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The department shall dispose of property acquired
through default or foreclosure of a loan made under this chapter.
Disposal shall be made 1in a manner that serves the best interests of
the state, and may include the amortization of payments over a period
of years.

Sec. 45.89.070. REGULATIONS. The department shall adopt regu—
lations to implement this chapter.

Sec. 27. AS 45.90 1is amended by adding a new section to read:

Sec. 45.90.015. SPECIAL ACCOUNT ESTABLISHED. (€))] There 1s
established as a special account within the tourism revolving fund the
foreclosure expense account. This account is established as a reserve

from fund equity.

(b The commissioner of commerce and economic developnm

CSSB 78(Fin) -12-
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expend money credited to the foreclosure expense account when neces—
sary to protect the state®"s security interest in collateral on 1lo .ns
made under AS 45.90.020 or to defray expenses incurred during fore—
closure proceedings after a default by an obligor.

Sec. 28. AS A5.90 i1s amended by adding a nevz section to road;

Sec. 45.90.050. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The Department of Commerce and Economic Development
shall dispose of property acquired through default or foreclosure of a
loan made under this chapter. Disposal shall be made ina manner that
serves the best interests of the state, and may include the amortiza—
tionof payments over a period of years.

Sec. 29. AS 45.95 1is amended by adding anewsectionto read:

Sec. 45.95.055. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The Department of Commerce and Economic Development
shall dispose of property acquired through default or foreclosure of a
loan made under this chapter. Disposal shall be made 1ina manner that
serves the best interests of the state, and may include the amortiza—
tionof payments over a period of years.

Sec. 30. AS 45.95 1s amended by adding anewsectionto read:

Sec. 45.95.065. SPECIAL ACCOUNT ESTABLISHED. @) There is
established as a special account within the small business revolving
loan fund the foreclosure expense account. This account 1is estab—

lished as a reserve from fund equity.

(b The commissioner may expend money credited to the forecl

sure expense account when necessary to protect the state"s security
interest in collateral on loans made under AS 45.95.020 or to defray
expenses 1incurred during foreclosure proceedings after a default by an

obligor.

* Sec. 31. AS 45.98 1is amended by adding a new section to read:

~13- CSSB 78 (Fin)



Sec. 45.98.015. SPECIAL ACCOUNT ESTABLISHED. (&) There is
established as a special account within the historical district re—
volving loan fund the foreclosure expense account. This account 1is
established as a reserve from fund equity.

(b) The commissioner of commerce and economic development
expend noney credited to the foreclosure expense account when neces—
sary to protect the state"s security interest in collateral on loans
made under this chapter, or to defray expenses incurred during fore—
closure proceedings after a default by an obligor.

* Sec. 32. AS 45.98,020 1s amended to read:

Sec. 45.98.020. HISTORICAL DISTRICT LOANS. Upon endorsement and
plan approval by a local historical district commission established
under AS 29.4S.108 and the recommendation of a majority of the members
of the Historic Sites Advisory Committee, the Department of Commerce
and Economic Development may make loans to a person, firm, business or
municipality subject to applicable laws for the restoration, improve—
ment, rehabilitation, or maintenance of

(1) a structure which is [(!)] within the boundaries of a
historical district established under AS 29.48.110 and [;]

[(2)] 1dentified as important in state or national history as
provided for in AS 29.48.1 10(b); or [AND]

(2) a [(3) ANOTHER] building or structure within a histor—
ical district, that is [AND] suitable for superficial modification so
that it can conform to the period or motif of the surrounding build—
ings or structures that are the reason for the area"s designation as a
historical district.

* Sec. 33. AS 45.98 1is amended by adding a new section to read:

Sec. 45.98.055. DISPOSAL OF PROPERTY ACQUIRED BY FrETAULT OR

FORECLOSURE. The Department of Commerce and Economic Development
CSSB 78(Fin) ~14-
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shall

dispose? of property acquired through default or foreclosure of a

loan made under this chapter. Disposal

serves the best interests of the state,

tion of payments over a period of years.

Sec.

pe a-led.

* Sec.

34.

35.

shall

and may

AS 16.10.310(b), 16.10.320(F),

This Act takes effect Julv 1,

-15-

1985.

and

be made

in a manner that

include the amortisa—

16.10.333(f) are
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TECHNICAL AMENDMENTS TO DCED LOAN PROGRAMS: FISCAL NOTE

In order for Division of Investments to administer this legislation as it relates
to commercial fishing loan assumptions, the Division of Accounting & Collections
must be staffed to provide minimally adequate service to Investments. While we
originally estimated a need for two additional positions within the Division of
Accounting & Collections, we have streamlined our operation within the past six
months since the original fiscal note was drafted, and we believe we can service
Division of Investments®™ requirements through overtime effort.

The overtime funding requested will provide for records management (Ffiling) effort
as well as accounting effort to process refinanced repossessions and assumptions
through the loan accounting system.

200 hours clerical support $3522.00

200 hours accounting support 4962 .00

Line 100 S8484.00
Contractual Services

Long Distance/Postage 300.00

Payment Coupon Printing 1000.00

DP Chargeback 1000.00

Line 300 $2300.00

TOTAL $10,784.00

REVENUE ANALYSIS

1. Assumes an estimated 250 applicants and 200 approvals of assumptions per year,
with an average assumed balance of $67,500:

a. Nonrefundable application fee $50 x 250 = $12,500/year

b. Assumption Fee (one-time; of £% of the assumed balance
$67,500 x 005 x 200 = $67,500/year

2. Assumes an estimated 25 prequalification applicants per year:
a. Nonrefundable application fee$ X2 =9 /year ’

3. Assumes 90% recovery of losses on commercial fishing loans due to the »
ability to finance and reamortize repossessed vessels and othercollateral.

FYy 86 FY 8 FY 8 FY 8 F 9P

Assumptions
Application Fees 12.5 12.5 12.5 12.5 12.5
Assumption Fees 67.5 67.5 67.5 67.5 67.5
Prequalification Fees ‘ « -

Additional Loss Recovery 93.0 186.0 279.0 372.0 465.0



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date: 11/30/84

REQUEST FISCAL DETAIL

Bill/Resolution No.: Agency artected: Commerce &Econ. Dev.
Title: Miscellaneousamendments to Program Category Affected:

State loan programs administered by DCED Development

Sponsor: Rules Committee BRU, Program or Subprogram”™Affected:
Requestor: Governor Accounting & Collections

Date of Request™

EXPENDITURES/REVENUES:  (Thousands of Dollars)

Y 85 FY 86 FY 8/ FY 88 FY 89 FY 90
OPERATING
Itio PERSONAL SERVICES 1 65.9 67.8 69.9 72.0 74.2
200 TRAVEL - - _ _ -
300 CONTRACTUAL 8.1 1.9 2.0 2.3 2.4
i(00 SUPPLIES 7 6 6 7 7
500 EQUIPMENT 11 -8 _ _ _ -
300 LANO L STRUCTURES i
700 CRANTS, CLAIMS
300 MISCELLANEOUS
TOTAL OPERATING 86.5 70.3 72.5 75.0 77.3
CAP 1™TAT"
[ REVENUE 445.0 1 4950 1 545.0 1 595.0 645.0
FUNDING:  (Thousands of Dollars)
uthibrenl ik 86.5 70.3 1 725 75.0 77.3
FEDERAL FUNDS
OTHER i
TOTAL ., 86.5 70.3 1 725 75.0 77.3
POSITIONS:
cUrL-1 I-'L 5 2 2 2 2
3ART-TIME
TEMPORARY
ANALYSIS: Attach a separate page If necessary
See attached.
Prepared By: Margaret 1. Hamley, Pirecto X  Phone:_ 465-2555
Division: Accounting & Collections Date:
Approved by Commissioner: Richard A. Lyoni D te:
Agency: Department of Commerce and Economic elopment
Distribution (by Agency preparing fiscal note)
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
7/1/84

Impacted Agency(ies)
875W113084d



MISCELLANEOUS AMENDMENTS TO STATE LOAN PROGRAMS
ADMINISTERED BY DCED

In order for the Division of Investments to administer this legislation
as It relates to commercial fishing loan assumptions, the Division of
Accounting & Collections must be staffed to provide minimally adequate
service to Investments. We estimate that a minimum of two additional
permanent, full-time positions will be required to respond to this
workload being generated by four additional positions in Investments.

While we estimate that approximately 600 formal assumption applications
will be received by the Division of Investments, resulting in
approximately 400 actual assumptions of commercial fishing loans per
year, it is realistic to expect many additional borrowers will inquire
about the assumption program, based on current requests for information
we are presently receiving.

Because of the complexity of commercial Tishing loans relative to the
other 11 loan programs this division administers, allowing assumptions
will impact our records management workload dramaticallv. Currently,

C.F. filing is three times heavier than that for our dr ioan
programns, (This division manages loan files for aV Jonal Division of
Investmentsl offices, as well as our own division. The one additional

records position, will also be required to assist wi\.n increased phone
calls and increased insurance workload. Lack of staff to handle this
workload will thwart Accounting & Collectionsl best efforts to provide
files and requested iInformation to Investments®™ four regional offices
which they must have before they will be able to respond to any
assumption inquiries of fishermen.

Although there is nc net iIncrease iIn the number of loans Accounting &
Collections will service, it iIs Important to recognize that most of the
work in this division is associated with loans In transition, not with
loans iIn a steady-state which pay as agreed each month until maturity.
One Accounting Technician 1l is also requested, as an absolute minimum,
in the Customer Service/Subsidiary Ledger Section. This position is
needed in order to respond to requests for C.F. account information
generated by Division of Investments (relating to assumptions), as well
as to correctly process C.F. assumptions within the subsidiary accounting
system. Approximately 29 of this position®s time will be spent
processing refinancing of repossessed collateral through the subsidiary
system.

0875W113084d



Personal Services Fy "8 Fy ’85

Accounting Technician
I1 (Range 14A)

(Customer Service/
Subsidiary Ledger
Assumption and Repo

Accounting)
Salary 28.2
Benefits . 8.9

Clerk IV (Range 09B)
Records Management/
Filing Insurance/

Phones ‘
Salary 21.4
Benefits 7.4
SUBTOTAL - 100 65.9
Contractual Services
Long distance/Postcige 3
Space allocation 5.4
Printing/Payment
Coupon Forms 1.0
DP Chargeback 1.0
Training A4
SUBTOTAL - 300 8.1
Commodities
Office supplies 2
Microfiche supplies S5
SUBTOTAL - 400 v
Equipment
Workstations $4.7 x 2 9.4
Microfiche readers$.3 x 2 6
Calculators! .4 x 2 ,8
Phone $.5 x 2 1.0
SUBTOTAL - 500 11.8
TOTAL 86.5

0875W11784c
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REVENUE ANALYSIS

1. Assumes an estimated 600 applicants and 400 approvals of assumptions peryear,
with anaverage assumed balance of 567,500:

a. Nonrefundable application fee $125 x 600 = $75,000/year

b. Assumption fee (one-time) of 1% of the assumed balance
$67,500 x .01 x 400 = $270,000/year
2. Assumes 90%+ recovery of losses on commercial fishing loans due toability to
finance and reamortize repossessed vessels and other collateral.

a. Example: Loss of $590.7 in FY &4
$590,700 x .90 = $531,630
Reamortized over 10 years at 10.5% (est.) = $93,000/yearfor 10years.

b. Using this example, this analysis assumes an increase ineach flow of
$93,000+ per year in loss recovery.

Loss/Revenue

Year/Year Fy "86 Fy =87 Fy =88 Fy 89 FY "0
Fy =85 100.0 100.0 100.0 100.0 100.0
Fy 7’86 100.0 100.0 100.0 100.0
FY <87 100.0 100.0 100.0
Fy =83 100.0 100.0
Fy "89 100.0
Assumption

Application

Fees 75.0 75.0 75.0 75.0 75.0
Assumption Fees 270.0 270.0 270.0 270.0 270.0

Total Est. Revenue $445.0 $495.0 $545.0 $595.0 $645.0
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This position will be established iIn the Customer Service/
Subsidiary Ledger section. The primary responsibility will
be to respond to commercial fish assumption related iIn-
quiries/requests from the Division of Investments for bor-
rower account information and process approved assumptions
on the subsidiary loan accounting system. Approximately 25%
of this position®s time will be spent processing refinancing
of repossessed collateral through the subsidiary system.

Assumption quotes will require more than a routine analysis
as many borrowers remit multiple partial payments instead of
the annual payment which is usual for commercial fish loans.
An assumption to cure a delinquent loan or loan iIn default
requires additional support by the accounting and clerical
staff to the collection officers. Continued contact must
be maintained with the old borrower or his/her attorney,
the new borrower, arid the State"s legal counsel to ensure
that the assumption is properly completed and foreclosure
proceedings held in abeyance without jeopardizing the
State"s pending assumption closure.

Upon approval of an assumption and prior to closing, Customer
Service will perform the following: 'freeze" the loan, esta-
blish and maintain the loan on the assumption log, monitor
partial payments, update final assumption figures and com-
municate regularly viith Investments®™ loan closers closers
and loan examiners regarding the assumption status. When

Commerce & Economic Development
Economic Development
Accounting ft Collections Page 1  of

Admi nistration Revised Date



the assumption has been executed (closed) cjstomer services must analyze and process multiple entries on the
subsidiary system to delete the old borrower and establish the new one and, and apply outstanding payments
according to the assumption agreement and respond to inquiries from the old and new borrowers and the Division
of Investments staff regarding the assumption. Quality control on these activities is monitored to ensure
timeliness and accuracy.

The Division of Investments estimates SO0 formal applications with approximately tJO assumptions approved per
year. It iIs also anticipated that many additional borrowers will inquire ahcut the assumption program.

AGENCY  Commerce & Economic Development

ADDITIONAL PROGRAM  Economic Development FY 86
EXPLANATION
FORM BRU Accounting & Collections PAGE 2 OF 3

COMPONENT Administration HEVISEO DATE
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COMMITTEE REPORT
SENATE

FURTHER:* FINANCE
1/22/85

Date 3 /Illg S

Mr. President

The Committee on F&C considered SB 78

miscellaneous amendments to state loan programs administered by the
Department of Commerce and Economic Development; efd.

and (a majority of the committee) (the committee) reports it back with
the following recommendations:

do pass
[ 1] do pass with attached amendment(s)
replace with/or adopt cs for s B 7K Nw
{ new title
~ same title and recommendsl

( and attacheq_a "LETTER OF INTENT" \ [ 1 NEW FISCAL NOTE
[ 1 reports it back without recommendation

[ 1 recommends referral to Committee
MEMBERS SITGNING? n MEMBERS HAVING

DO PASSA~K J OTHER RECOMMENDATIONS

lap

Chairman recom(endatidn
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Offered: 3/12/85
Referred: Finance

Original sponsor: Rules/Governor

BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 78 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FTRST SESSION
A BILL
For an Act entitled: "An Act making miscellaneous amendments to state loan
programs administered by the Department of Commerce
and Economic Development; and providing for an effec—
tive date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 16.10.310(a) 1is amended to read:
(a) The department may
(1) make loans to

(A) individual commercial fishermen who have been
state residents for a continuous period of two years immediately
preceding the date of application for a loan under AS 16.10.300 -
16.10.370 and have had a crewmember or commercial fishing license
under AS 16.05.480 or a permit under AS 16.43 for the year imme—
diately preceding the date of application and any other two of
the past five years, and who actively participated in the fishery
during those periods, for the purchase of entry permits;

(B) an individual for the repair, restoration, or up-—
grading of existing vessels and gear, for the purchase of entry
permits and gear, and for the construction and purchase of ves-—
sels. if the individual [AN INDIVIDUAL WHO] has been a state
resident for a continuous period of two years immediately pre—
ceding the date of application for a loan under AS 16.10.300 -
16.10.370, and either [WHO]

(i) because of lack of training or Jlack of

-1- CSSB 78(1.~C)
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employment opportunities in the area of residence

does not

have occupational opportunities available other than commer-

cial fishing; or
(i) is economically dependent on

fishing for a livelihood and for whom commercial

commercial

fishing has

been a traditional way of life [FOR THE INDIVIDUAL] in

Alaska [, FOR THE REPAIR, RESTORATION OR UPGRADING OF EXIST-

ING VESSELS AND GEAR, FOR THE PURCHASE OF ENTRY PERMITS AND

GEAR, AND FOR THE CONSTRUCTION AND PURCHASE OF VESSELS;

(C) CORPORATIONS, PARTNERSHIPS, OR JOINT VENTURES, 100

PERCENT OF WHICH ARE OWNED BY INDIVIDUAL COMMERCIAL FISHERMEN WHO

HAVE BEEN STATE RESIDENTS FOR A CONTINUOUS PERIOD OF TWO

IMMEDIATELY PRECEDING THE DATE OF APPLICATION FOR A LOAN

YEARS

UNDER

AS 16.10.310(a)(1)(B) AND HAVE HAD A CREWMF._MBER OR COMMERCIAL

FISHING LICENSE UNDER AS 16.05.480 OR A PERMIT UNDER AS 16.43 FOR

THE YEAR IMMEDIATELY FRECEDING THE DATE OF APPLICATION

OTHER TwWO OF THE PAST FIVE YEARS, AND WHO ACTIVELY

AND  ANY

PARTICIPATED

IN THE FISHERY DURING THAT PERIOD, FOR THE REPAIR, RESTORATION OR

UPGRADING OF EXISTING VESSELS AND GEAR, FOR THE PURCHASE OF GEAR,

AND FOR THE CONSTRUCTION AND PURCHASE OF VESSELS];
(2) designate agents and delegate its powers

necessary;

to

them as

3) adopt regulations necessary to carry out its functions;

4) establish amortization plans for repayment

of

loans,

which may include extensions for poor fishingseasons or foradverse

market conditions for Alaskan products;
(5) enter into agreements with private lending
other state agencies, or agencies of the federalgovernment,

out the purposes of AS 16.1C.300 - 16.10.370;

CSSB 78 (L&C) -2-
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(6) enter into agreements with other agencies or organica-

tions to create an outreach program to make loans under AS 16.10.300 -

16.10.370 in rural areas of the state”

* Sec.

@) allow an assumption of a loan if
(A) the applicant has been a state vresident for a
continuous period of two years immediately preceding the date of
the request for an assumption: and
(B) approval of the assumption would be ~consistent
with the purposes of AS 16.10.300 - 16.10.370; it is not neces-
sarily inconsistent with the purposes of AS 16.10.300 - 16.10.370
to approve an assumption by an applicant who does not meet the
loan eligibility requirements as they exist at the time of the
application;
(8) prequalify loan applicants and charge a fee not to
exceed $100 for prequalification.

2. AS 16.10.310 isamended by adding a new subsection to read:

(c) In determining whether an individual commercial fisherman is

reasonably likely to be able to repay a loan made under AS 16.10.300 -

16.10.370, the commissioner shall consider the individual commercial

fisherman®s income from commercial fishing and from all other sources.

* Sec.

3. AS 16.10.315 isamended to read:

Sec. 16.10.315. ALLOCATION OF LOANS. The department shall

allocate at least 10 percent of the money that is appropriated for a

state fiscal year to make loans under AS 16.10.310 for loans of

$35,000 or less made under AS 16.10.310(Ca)(1)(B) [AND (C)]. An allo-

cation made under this section terminates on April 15 of the state

fiscal year for which the allocation is made.

* Sec.

4. AS 16.10.320(a) is amended to read:

(a) Except as permitted in (h) of this section, a [A] loan

-3- CSSB 78 (L&C)
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under AS 16.10.300 - 16.10.370 [16.10.310 - 16.10.370]

(€Y} may not exceed a term of 15 years. except for exten-
sions undex-AS 16.10.310(a)(4);

(2) may not bear interest exceeding 10-1/2 percent;

3) must [SHALL] be secured by a first priority Jlien and
appropriate security agreement; and

4) may not exceed 90 percent of the appraised value of the
collateral used to secure the loan[, EXCEPT THAT A LOAN GRANTED UNDER
AS 16.10.333 FOR THE PURCHASE OF AN ALASKA LIMITED ENTRY PERMIT MAY
NOT EXCEED AN AMOUNT DETERMINED IN ACCORDANCE WITH (f) OR (h) OF THIS
SECTION].
Sec. 5. AS 16.10.320(d) 1is amended to read:

(d) The total of balances outstanding on loans [LOANS] made to a
borrower under AS 16.10.310(a)(1)(A) may not exceed [A TOTAL OF]
$300,000. The total of balances outstanding on loans [LOANS] made to
a borrcwer under AS 16.10.310Ca)(1)(B) [OR (C)] may not exceed [A
TOTAL OF] $100,000. [A LOAN TO AN ASSOCIATE OF THE BORROWER IS CON-
SIDERED TO BE A LOAN TO THE BORROWER. FOR THE PURPOSES OF THIS SEC-
TION, "ASSOCIATE OF THE BORROWER™ MEANS

(¢D) A CORPORATION OR OTHER ORGANIZATION OF WHICH THE BOR-
ROWER 1S AN OFFICER, DIRECTOR OR PARTNER, OR IS, DIRECTLY OR INDI-
RECTLY, THE BENEFICIAL OWNER OF 10 PERCENT OR MORE ON ANY CLASS OF
EQUITY SECURITIES;

(2) A PERSON WHO 1S, DIRECTLY OR INDIRECTLY, THE BENEFICIAL
OWNER OF 10 PERCENT OR MORE OF ANY CLASS OF EQUITY SECURITIES OF THE
BORROWER;

(3) A TRUST OR OTHER ESTATE IN WHICH THE BORROWER HAS A
SUBSTANTIAL BENEFICIAL INTEREST OR AS TO WHICH THE BORROWER SERVES AS

TRUSTEE OR IN A SIMILAR FIDUCIARY CAPACITY.]
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*Sec. 6. AS 16.10.320(e) 1is amended to read:

(e) Two or more individual commercial fishermen who each satisfy
the requirements specified in AS 16.10.310(a)(1)(B) may jointly”
whether operating as a corporation, partnership, joint venture, or
otherwise, obtain a commercial fishing loan for the repair, restora-
tion, or upgrading of an existing vessel and Rear, for the purchase of
gear, and for the consti“uction [OF A FISHING VESSEL] or the purchase
of a [AN EXISTING] Ffishing vessel. Loans granted under this subsec-
tion

[(1)] may not exceed the amount specified 1in (d) of this
section multiplied by the number of qualified commercial fishermen
applying for the loan [;

) MAY NOT EXCEED A TERM OF 15 YEARS;

(3) SHALL BE SECURED BY A FIRST PRIORITY LIEN AND APPRO-
PRIATE SECURITY AGREEMENT;

(€)) MAY NOT BEAR INTEREST EXCEEDING 10-1/2 PERCENT;
AND

) MAY NOT EXCEED 90 PERCENT OF THE APPRAISED VALUE OF

THE COLLATERAL USED TO SECURE THE LOAN].

*Sec. 7. AS 16.10.320(i) is amended to read:

(i) If a loan is made to a borrower under AS 16.10.310(a)(1)(A),
a subsequent loan may not be made to the borrower [OR AN ASSOCIATE OF
THE BORROWER] under AS 16.10.310(a)(1)(B) [OR (©O)]- If a loan is made
to a borrower under AS 16.10.310(a)(1)(B) [OR (C)], a subsequent loan
may be made to the borrower [OR AN ASSOCIATE OF THE BORROWER] under
AS 16.10.310(a)(1)(A) if the total of the balances outstanding on
loans received by the borrower [OR THE ASSOCIATE] under AS 16.10.310
does not exceed £300,000.

*Sec. 8. AS 16.10.335(a) 1is amended to read:
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(a) Loans under AS 16.10.310(a) [AS 16.10.320(a)] may be made to
an individual commercial fisherman for the purchase of a limited entry
permit upon certification by the commission that the fisherman 1is a
person who qualifies as a transferee fo:. > permit under AS 16.43 and
the regulations adopted by the commission.

Sec. 9. AS 16.10.335 is amended to read:

Sec. 16.10.335. DEFAULT AND FORECLOSURE. (a) If the debtor
defaults upon a note for which a limited entry permit has been pledged
as security under AS 16.10.333 or [UNDER AS] 16.10.333, the commis-
sioner shall provide the debtor, by both [REGISTERED OR] certified and
first class mail sent to the debtor®s last known address on file with
the commissioner, with a notice of default that [WHICH] eludes

(€D} a description of the security given for the note in-
eluding the number assigned to the pledged permit by the commission;

(2) the date upon which the default occurred;

3) the amount of arrearages as of the date of the notice,
the total amount remaining on the note less unearned interest, and the
amount of daily interest;

4) a statement that thedebtor may, within 15 days after
[OF] the postmark date of the notice, request a hearing to subm t
evidence showing the debtor has not defaulted;

(5) a statement that thenote may be reinstated if Dbrought
current within 60 days after [FROM] the postmark date of the notice;

(6) a statement that the note may be paid in full less
unearned interest within 120 days after [FROM] the postmark date of
the notice;

(@) the place where reinstatement or payment in full may be
made; and

(8) a notice in atleast 10-point bold type stating:
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“IMPORTANT : YOUR FAILURE TO REINSTATE OR PAY THIS NOTE IN FULL BY THE
DATE SPECIFIED WILL RESULT IN A FORFEITURE OF ALL RIGHTS TO THE PERMIT
AND THE POSSIBILITY OF LEGAL ACTION BEING INSTITUTED AGAINST YOU."

(b) In each case of a limited entry permit being plodded as
security under AS 16.10.333 or 16.10.338, the debtor shall maintain on
file with the department an address where notice of default is to be
sent, if necessary, and where that notice will be timely received by
the debtor.

(c) Upon presentation of evidence of mailing in accordance with
(a) of this section, the receipt of the notice of default by the
debtor will be presumed for all purposes. This presumption is rebut—
table by presentation of evidence sufficient to demonstrate lack of
receipt of notice through no fault of the debtor. Upon presentation
of evidence sufficient to prove lack of receipt of notice through no
fault of the debtor, the notice is a nullity.

(d) Upon good cause shown, the commissioner may waive any of the
time limits in (a) of this section, if the department receives from
the debtor or the debtor®s representative a request for the  waiver
before the expiration of the time limit for which the waiver is
sought.

(e) Except as otherwise provided in (c) and (d) of this section,
upon [UPON] the debtor®s failure to satisfy the note within the time
specified in (a)(6) of this section, the debtor ™ interest in the
permit is terminated by operation of law without further notice. Any
entry permit cards issued to the debtor under the permit must [SHALL]
be cancelled immediately upon receipt by the commission of a certifi—
cate of termination containing a copy of the notice required by (a) of

this section issued by the commissioner.

* Sec. 10. AS 16.10.339 1is amended to read:
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Sec. 16.10.339. REGULATIONS. The [COMMISSION, WITH THE APPROVAL
OF THE] department[,] shall adopt regulations to implement AS 16.10.-
333 - 16.10.337.
*Sec. 11. AS 16.10 is amended by adding a new section toread:

Sec. 16.10.355. DISPOS\L OF PROPERTY ACQUIRED BY DEFAULT OR FORE-

CLOSURE. The department shall dispose of property acquired through

default or foreclosure of a loan made under AS 16.10.300 - 16.10.370
or former AS 16.10.650 - 16.10.720. Disposal shall be made in a
manner that serves the best interests of the state, and may include

the amortization of payments over a period of years, but may not be by
lease.
* Sec. 12. AS 16.10 is amended by adding a new section toread:

Sec. 16.10.507. SPECIAL ACCOUNT ESTABLISHED. () There is
established as a special account within the fisheries enhancement
revolving loan fund the foreclosure expense account. This account is
established as a reserve from fund equity.

(b) The commissioner may expend money credited to the foreclo-
sure expense account when necessary to protect the state’s security
interest in collateral on loans made under AS 16.10.520 or to defray
expenses incurred during foreclosure proceedings after a default by an
obligor.

* Sec. 13. AS 16.10 1is amended by adding a new section to read:

Sec. 16.10.555. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The Department of Commerce and Economic Development
shall dispose of property acquired through default or foreclosure of a
loan made under AS 16.10.500 - 16.10.620. Disposal shall be made in a
manner that serves the best interests of the state, and may include
the amortization of payments over a period of years.

* Sec. 14. AS 26.15 1is amended by adding a new section to read:
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Sec. 26.15.085. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The Department of Commerce and Economic Development
shall dispose of proper ™ acquired through default or foreclosure of a
loan made under this chapter. Disposal shall be made in a manner that
serves the best interests of the state,, and may include the amortiza—
tion of payments over a period of years.

Sec. 15. AS 26.15 1is amended by adding a new section to read:

Sec. 26.15.095. SPECIAL ACCOUNT ESTABLISHED. (a) There is
established as a special account within the Alaska World War 11 veter—
ans®" revolving fund the foreclosure expenseaccount. This account is

established as a reserve from fund equity.

(b) The commissioner of commerce and economic development may
expend money credited to the foreclosure expense account when neces—
sary to protect the state > security interest in collateral on loans
made under AS 26.15.040 or to defray expenses incurred during fore—
closure proceedings after a default by an obligor.

Sec. 16. AS 27.09 is amended by adding a new section to read:

Sec. 27.09.015. SPECIAL ACCOUNT ESTABLISHED. (a) There 1is
established as a special account within the mining loan fund the fore—
closure expense account. This account is established as a reserve
from fund equity.

(b) The commissioner of commerce and economic development may
expend money credited to the foreclosure expense account when neces—
sary to protect the state"s security interest in collateral on loans
made under AS 27.09.010 or to defray expenses incurred during fore—
closure proceedings after a default by an obligor.

Sec.. 17. AS 27.09 is amended by adding a new section to read:
Sec. 27.09.055. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR

FORECLOSURE. The department shall dispose of property acquired
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through default or foreclosure of a loan made under this chapter.
Disposal shall be made in a manner that serves the best interests of
the state, and may include the amortization of payments over a period
of years.

Sec. 18. AS 44.33 is amended by adding a new section to read:

Sec. i 33.242. SPECIAL ACCOUNT ESTABLISHED. ©)) There is
established as a special account within the child care facility re—
volving loan fund the foreclosure expense account. This account is
established as a reserve from fund equity.

(b) The commissioner of commerce and economic development may
expend money credited to the foreclosure expense account when neces—
sary to protect the state"s security interest in collateral on loans
made under AS 44.33.245 or to defray expenses incurred during fore—
closure proceedings after a default by an obligor.

Sec. 19. AS 44.33 is amended by adding a new section to read:

Sec. 44.33.272. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The department shall dispose of property acquired
through default or foreclosure of a loan made under AS 44.33.240 -
44.33.275. Disposal shall be made in a manner that serves the best
interests of the state, and may include the amortization of payments
over a period of years.

Sec. 20. AS 45.87 is amended by adding a new section to read:

Sec. 45.87.015. SPECIAL ACCOUNT ESTABLISHED. (a) There s
established as a special account within the bulk fuel revolving loan
fund the foreclosure expense account. This account is established as
a reserve from fund equity.

(b) The commissioner of commerce and economic development may
expend money credited to the foreclosure expense account when neces—

sary to protect the state®s security interest in collateral on loans

CSSB 78 (L&C) -10-



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

29

*

made under this chapter or to defray expenses incurred during fore—
closure proceedings after a default by an obligor.
Sec. 21. AS 45.87 is amendedby adding new sections to read:

Sec. 45.87.040. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The department shall dispose of property acquired
through default or foreclosure of a loan made under this chapter.
Disposal shall be made in a manner that serves the best interests of
the state, and may include the amortization of payments over a period
of years.

Sec. 45.87.060. REGULATIONS. The department shall adopt regu—
lations to implement this chapter,

Sec. 22. AS 45.88 is amended by adding a new section to read:

Sec. 45.88.015. SPECIAL ACCOUNT ESTABLISHED. (a) There is
established, as a special account within tae revolving loan fund
established under AS 45.88.010, the foreclosure expense account. This
account is established as a reserve from fund equity.

(b) The commissioner of commerce and economic development
expend money credited to the foreclosure expense account when neces-—
sary to protect the state®s security interest in collateral on loans
made under AS 45.88.020 or to defray expenses incurred during fore—
closure proceedings after a default by an obligor.

Sec. 23. AS 45.88 is amended by adding a new section to read:

Sec. 45.88.050. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The Department of Commerce and Economic Development
shall dispose of property acquired through default or foreclosure of a
loan made under this chapter. Disposal shall be made in a manner that
serves the best interests of the state, and may include the amortiza—
tion of payments over a period of years.

Sec. 24. AS 45.89 1is amended by adding a new section to read:
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Sec. 45.89.015. S1ECIAL ACCOUNT ESTABLISHED. (a) There is
established as a special account within the residential energy conser-
vation fund the foreclosure expense account. This account is estab-
listed as a reserve from fund equity.

(b) The commissioner may expend money credited to the foreclo-
sure expense account when necessary to protect the state"s security
interest in collateral on loans made under AS 45.89.030 or to defray
expenses incurred during foreclosure proceedings after a default by an

obligor.

*Sec. 25. AS 45.89 1is amended by adding new sections to read:

Sec. 45.89.050. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The department shall dispose of property acquired
through default or foreclosure of a loan made wunder this ~chapter.
Disposal shall be made in a manner that serves the best interests of
the state, and may include the amortization of payments over a period
of years.

Sec. 45.89.070. REGULATIONS. The department shall adopt regu-

lations to implement this chapter,

*Sec. 26. AS 45.90 is amended by adding a new section to read:

Sec. 45.90.015. SPECIAL ACCOUNT ESTABLISHED. () There is
established as a special account within the tourism revolving fund the
foreclosure expense account. This account is established as a reserve
from fund equity.

(b) The commissioner of commerce and economic development may
expend money credited to the foreclosure expense account when neces-
sary to protect the state"s security interest in collateral on loans
made under AS 45.90.020 or to defray expenses incurred during fore-
closure proceedings after a default by an obligor.

*Sec. 27. AS 45.90 is amended by adding a new section to read:
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Sec. 45.90.050. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The Department of Commerce and Economic Development
shall dispose of property acquired through default or foreclosure of a
loan made under this chapter. Disposal shall be made in a manner that
serves the best interests of the state, and may include the amortiza-
tion of payments over a period of years.

* Sec. 28. AS 45.95 is amended by adding anew section to read:

Sec. 45.95.055. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The Department of Commerce and Economic Development
shall dispose of property acquired through default or foreclosure of a
loan made under this chapter. Disposal shall be made in a manner that
serves the best interests of the state, and may include the amortiza-
tion of payments over a period of years.

* Sec. 29. AS 45.95 is amended by adding anew section toread:

Sec. 45.95.065. SPECIAL ACCOUNT ESTABLISHED. (a) There is
established as a special account within the small business revolving
loan fund the foreclosure expense account. This account is estab-
lished as a reserve from fund equity.

(b) The commissioner may expend money credited to the foreclo-
sure expense account when necessary to protect the state"s security
interest in collateral on loans made under AS 45.95.020 or to defray
expenses incurred during foreclosure proceedings after a default by an
obligor.

*Sec. 30. AS 45.98 is amended by adding anew section to read:

Sec. 45.98.015. SPECIAL ACCOUNT ESTABLISHED. (a) There is
established as a special account within the historical district re-
volving loan fund the foreclosure expense account. This account 1is
established as a reserve from fund equity.

(b) The commissioner of commerce and economic development may
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*

expend money credited to the foreclosure expense- account when neces-
sary to protect the state"s security interest in collateral on loans
made under this chapter, or to defray expenses incurred during fore-
closure proceedings after a default by an obligor.

Sec. 31. AS 45.98.020 1is amended to read:

Sec. 45.98.020. HISTORICAL DISTRICT LOANS. Upon endorsement and
plan approval by a local historical district commission established
under AS 29.48.108 and the recommendation of a majority of the members
of the Historic Sites Advisory Committee, the Department of Commerce
and Economic Development may make loans to a person, firm, business or
municipality subject to applicable laws for the restoration, improve-
ment, rehabilitation, or maintenance of

(1) a structure which is [(1)] within the boundaries of a
historical district established under AS 29.48.110 and [;]
[(2)] identified as important in state or national history as
provided for in AS 29.48.110(b); or [AND]

(2) a [(3) ANOTHER] building or structure within a histor-
ical district, that is [AND] suitable for superficial modification so
that it can conform to the period or motif of the surrounding build-
ings or structures that are the reason for the area"s designation as a
historical district.

Sec. 32. AS 45.98 is amended by adding a new section to read:

Sec. 45.98.055. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The Department of Commerce and Economic Development
shall dispose of property acquired through default or foreclosure of a
loan made under this chapter. Disposal shall be made in a manner that
serves the best interests of the state, and may include the amortiza-
tion of payments over a period of years.

Sec.  33. AS 16.10.310(b), 16.10.320(f), and 16.10.333(f) are
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1 repealed.

2 * Sec. 34. This Act takes effect July 1, 1985.
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Introduced: 1/22/85
Referred: Labor and Commerce
and Finance

BY THE RULES COMMITTEE BY
IN THE SENATE REQUEST OF THE GOVERNOR

SENATE BILL NO. 78
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act making miscellaneous amendments to state loan
programs administered by the Department of Commerce
and Economic Development; and providing for an effec—

tive date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 16.10.310 is amended to read:
Sec. 16.10.310. POWERS OF THEDEPARTMENT. (aj The department
may
(1) make loans to

(A) individual commercial fishermen who have been

state residents for a continuous period of two years immediately
preceding the date of application for a loan under AS 16.10.300

-- 16.10.370 and have had a <crewmember or commercial fishing
license under AS 16.05.480 or a permit wunder AS 16.43 for the

year immediately preceding the date of application and any other

two of the past five years, and who actively participated in the

fishery during those periods, for the purchase of entry permits;
(B) individuals for the repair, restoration, or up-—

grading of existing vessels and gear, for the purchase of entry
permits and gear, and for the construction and purchase of ves—

sels, if the individuals have [AN INDIVIDUAL WHO HAS] been [A]

state residents [RESIDENT] fora continuous period of two years
immediately preceding the date of application for a loan under

AS 16.10.300 -- 16.10.370, and either [WHO]
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(i) because of lack of training or lack of em—
ployment opportunities in the area of residence do [DOES]
not have occupational opportunities available other than
commercial fishing; or

(i) are [IS] economically dependent on commer—
cial fishing for a livelihood and for whom commercial fish—
ing has been a traditional way of life [FOR THE INDIVIDUAL]
in Alaska[, FOR THE REPAIR, RESTORATION OR UPGRADING OF
EXISTING VESSELS AND GEAR, FOR THE PURCHASE OF ENTRY PERMITS
AND GEAR, AND FOR THE CONSTRUCTION AND PURCHASE OF VESSELS];

©) [CORPORATIONS, PARTNERSHIPS, OR JOINT VENTURES,
100 PERCENT OF WHICH ARE OWN SD BY INDIVIDUAL COMMERCIAL FISHERMEN
WHO HAVE BEEN STATE RESIDENTS FOR A CONTINUOUS PERIOD OF TWO
YEARS IMMEDIATELY PRECEDING THE DATE OF APPLICATION FOR A LOAN
UNDER AS 16.10.310(a)(1)(B) AND HAVE HAD A CREWMEMBER OR COMMER—
CIAL FISHING LICENSE UNDER AS 16.05.480 OR A PERMIT UNDER AS 16.-
43 FOR THE YEAR IMMEDIATELY PRECEDING THEDATE OF APPLICATION AND
ANY OThER TWO OF THE PAST FIVE YEARS, ANDWHO ACTIVELY PARTICI —
PATED IN THE FISHERY DURING THAT PERIOD, FOR THE REPAIR, RESTORA—
TION OR UPGRADING OF EXISTING VESSELS AND GEAR, FOR THE PURCHASE
OF GEAR, AND FOR THF, CONSTRUCTION AND PURCHASE OF VES \S;]
(2) designate agents and delegate its powers t them as
necessary;
(3) adopt regulations necessary to carry out its functions;
(4) establish amortisation plans for repayment of loans,
which may include extensions for poor fishing seasons or for adverse
market conditions for Alaskan products;
(5) enter into agreements with private lending intuitions,

other state agencies, or agencies of the federal government, to carry

-2-



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

29

out the purposes of AS 16.10.300 -- 16.10.370;
(6) enter into agreements with other agencies or organiza-—
tions to create an outreach program to make loans under AS 16.10.300
-- 16.10.370 1in rural areas of the states
(7) allow an assumption of a loan if
(A) the applicant has been a state resident for a
continuous period of two years immediately preceding the date of
the request for an assumption; and
(B) approval of the assumption would be <consistent

with the purposes of AS 16.10.300 -- 16.10.370.

(b) [THE DEPARTMENT SHALL CONSULT WITH THE DEPARTMENT OF FISH
AND GAME ON REGULATIONS AND PROCEDURES ESTABLISHED UNDER THIS CHAP—
TER.]

(c) In determining whether an individual commercial fisherman is
reasonably likely to be able to repay a loan made under AS 16.10.300
-- 16.10.370, the commissioner shall consider the individual commer —
cial fisherman®s income from commercial fishing and from all other
sources.

Sec. 2. AS 16.10.315 is amended to read:

Sec. 16.10.315. ALLOCATIONS OF LOANS. The department shall
allocate at least 10 percent of the money that is appropriated for a
state fiscal year to make loans under AS 16.10.310 for leans of
$35,000 or less made under AS 16.10.310(Ca)(1)(B) [AND (C)]. An allo—
cation made under this section terminates on April 15 of the state
fiscal year for which the allocation is made.

Sec. 3. AS 16.10.320 is amended to read:

Sec. 16.10.320. LIMITATIONS ON LOANS. (a) Except as permitted

in (h) of this section, a [A] loan under AS 16.10.300 [16.10.310] --

16.10.370
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(1) may not exceed a term of 15 years, except for exten—
sions under AS 16.10.310(a)(4);

(2) may not bear interest exceeding 10-1/2 percent;

(3) must [SHALL] be secured by a first priority lien and
appropriate security agreement; and

(4) may not exceed 90 percent of the appraised value of the
collateral used to secure the loan[, EXCEPT THAT A LOAN GRANTED UNDER
AS 16.10.333 FOR THE PURCHASE OF AN ALASKA LIMITED ENTRY PERMIT MAY
NOT EXCEED AN AMOUNT DETERMINED IN ACCORDANCE WITH (f) OR (h) OF THIS
SECTION].

(b) A lien in favor of che state is not required for
guaranteed fully by the federal government under 46 U.S.C. 1271 --
1279b (Federal Ship Financing Act of 1972), as amended. In the case
of a security agreement given to secure a loan made under AS 16.10.300
-- 16.10.370 and covering a vessel documented under the laws of the
United States and so long as 46 U.S.C. 911-948 (Ship Mortgage Act,
1920) asamended, and so long as 46 U.S.C. 801-842 (Shipping Act,
1916), as amended, remain ambiguous with respect to whether or not a
state or state agency qualifies as a citizen of the United States for
purposes of those Acts, the first lien requirement of this section may
be satisfied by the recordation and endorsement of a first preferred
ship mortgage under 46 U.S.C. 911-984, and by perfection of a security
interest under the Uniform Commercial Code - Secured Transactions
(AS 45.09), if the approval of the Secretary of Commerce is obtained
under 46 U.S.C. 839 for the transfer to the department of the interest
in a vessel documented under the laws of the United States. In the
case of a security agreement given to secure a loan made under AS 16.-
10.300 -- 16.10.370 and covering a vessel documented under the laws of

the United States, the first lien requirement of this section may also
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be satisfied by use of a trust deed and bond issued under it, if the
trustee is a citizen of the United States and obtains a first pre—
ferred ship mortgage on the vessel under 46 U.S.C. 911-984, and the
approval of the Secretary of Commerce 1is obtained under 46 U.S.C. 839
and 961 for the transfer of the bond or bonds to the department if the
trustee is not a trustee approved by the Secretary of Commerce under
46 U.S.C. 808, 833 and 961.

(c) [Repealed by sec. 72, ch. 113, SLA 1982.]

(d) The total of balances outstanding on loans [LOANS] made to a
borrower under AS 16.10.310(a)(1)(A) may not exceed [A TOTAL OF]
$300,000. The total of balances outstanding on loans [LOANS] made to
a borrower under AS 16.10.310(a)(1)(B) [OR (C)] may not exceed [A
TOTAL OF] $100,000. [A LOAN TO AN ASSOCIATE OF THE BORROWER IS CON-—
SIDERED TO BE A LOAN TO THE BORROWER. FOR THE PURPOSES OF THIS SEC-—
TION, ™"ASSOCIATE OF THE BORROWER"™ MEANS

(1) A CORPORATION OR OTHER ORGANIZATION OF WHICH THE BOR-—
ROWER 1S AN OFFICER, DIRECTOR OR PARTNER, OR 1S, DIRECTLY OR INDI —
RECTLY THE BENEFICIAL OWNER OF 10 PERCENT OR MORE ON ANY CLASS OF
EQUITY SECURITIES;

(2) A PERSON WHO IS, DIRECTLY OR INDIRECTLY, THE BENEFICIAL
OWNER OF 10 PERCENT OR MORE OF ANY CLASS OF EQUITY SECURITIES OF THE
BORROWER;

(3) A TRUST OR OTHER ESTATE IN WHICH THE BORROWER HAS A
SUBSTANTIAL BENEFICIAL INTEREST OR AS TO WHICH THE BORROWER SERVES AS
TRUSTEE OR IN A SIMILAR FIDUCIARY CAPACITY.]

(e) Two or more individual commercial fishermen who each satisfy
the l®quirements specified in AS 16.10.310(a)(1)(B) may jointly”
whether operating as a corporation, partnership, joint venture, cr

otherwise, obtain a commercial fishing loan for the repair,
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restoration, or upgrading of an existing vessel and Rear, for the
purchase of gear, and for the construction [OF A FISHING VESSEL] or
the purchase of a [AN EXISTING] fishing vessel. Loans granted under
this subsection
[(Y)] may not exceed the amount specified in (d) of this
section multiplied by the number of qualified <commercial fishermen
applying for the loan”[;]
[f2) MAY NOT EXCEED A TERM OF 15 YEARS;
(3) SHALL BE SECURED BY A FIRST PRIORITY LIEN AND APPRO-
PRIATE SECURITY AGREEMENT;
(4) MAY NOT BEAR INTEREST EXCEEDING 10 1/2 PERCENT;
AND
(5) MAY NOT EXCEED 90 PERCENT OF THE APPRAISED VALUE OF
THE COLLATERAL USED TO SECURE THE LOAN.]

(f) [EXCEPT AS PERMITTED IN (h) OF THIS SECTION, A LOAN MADE
UNDER AS 16.10.310(a)(1)(A) AND (B) FOR THE PURCHASE OF AN ALASKA
LIMITED ENTRY PERMIT MAY NOT EXCEED 90 PERCENT OF THE APPRAISED VALUE
OF THE COLLATERAL USED TO SECURE THE LOAN.]

(g9) [Repealed by sec. 72, ch. 113, SLA 1982.]

(h) A loan for an entry permit under AS 16.10.310(a)(1)(B) may
be made for up to 100 percent of the appraised value of the collateral
used to secure the loan if the borrower demonstrates that (€D} the
borrower has at least three years of experience as a commercial fish-
erman in the fishery to which the entry permit applies; and (2) the
borrower has not owned an Alaska limited entry pernmit in the year
immediately preceding the application for the loan. In this subsec-
tion "three years of experience as a commercial fishermen in the
fishery" means that for an accumulated total of three fishing seasons

in the same fishery the borrovier has actively participated in the



commercial harvest of fish under the direction of a Jlimited entry
permit holder.

(i) If a loan is made to a borrower under AS 16.10.310(a)(1)(A),
a subsequent loan may not be made to the borrower [OR AN ASSOCIATE OF
THE BORROWER] wunder AS 16.10.310(a)(1)(B) [OR (C)]. If a loan is made
to a borrower under AS 16.10.310(a)(1)(B) [OR (C)], a subsequent loan
may be made to the borrower [OR AN ASSOCIATE OF THE BORROWER] under
AS 16.10.310(a)(1)(A) if the total of the balances outstanding on
loans received by the borrower [OR THE ASSOCIATE] under AS 16.10.310
does not exceed $300,000.

Sec. A. AS 16.10.333 is amended to read:

Sec. 16.10.333. LOANS FOR PURCHASE OF ALASKA LIMITED ENTRY
PERMITS. (a) Loans under AS 16.10.310(a) [AS 16.10.320(a)] may be
made to an individual commercial fisherman for the purchase of a
limited entry permit upon certification by the <commission that the
fisherman is a person who qualifies as a transferee for the pernmit
under AS 16.A3 and the regulations adopted by the commission.

(b) Upon approval by the commissioner, the permit to be
chased may be pledged as security for a loan under (a) of this sec—
tion, if

(1) the certificate for the pledged permit lists the com—
missioner as the equitable owner of the permit;

(2) the certificate for the pledged permit lists the debtor
as the equitable owner of the pernmit;

(3) all annual permit cards issued under the pledged permit
list the name of the debtor;

(A) all obligations and responsibilities of a permit owner
are assumed by the debtor;

(5) co-signers or other sureties for performance under the
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note are not vested with any rights in the pledged permit and their
obligation is limited to satisfaction of the note and payment of costs
directly incurred by the department in administering the loan.

(c) The commissioner is not liable for any act or omission
resulting from permit ownership nor will that act or omission affect
the commissioner®s title to the permit or the ~commissioner”s rights
under 1it.

(d) Upon satisfaction of the note by the debtor, the commission—
er shall certify to the commission that the note has been satisfied.

(e) Upon certification as provided in (d) of this section, the
commission shall amend the peianit certificate to list the debtor as
the legal owner.

() [IN DETERMINING WHETHER AN INDIVIDUAL COMMERCIAL FISHERMAN
IS REASONABLY LIKELY TO BE ABLE TO REPAY A LOAN MADE UNDER THIS SEC-—
TION, THE COMMISSIONER SHALL CONSIDER THE INDIVIDUAL COMMERCIAL FISH—
ERMAN®S INCOME FROM COMMERCIAL FISHING AND FROM ALL OTHER SOURCES.]

Sec. 5. AS 16.10.335 is amended to read:

Sec. 16.10.335. DEFAULT AND FORECLOSURE. (a) If the debtor
defaults upon a note for which a limited entry pex-mit has been pledged
as -ecurity under AS 16.10.333 or [UNDER AS] 16.10.338, the commis—
sioner shall provide the debtor, by both [REGISTERED OR] certified and
first class mail sent to the debtor®s last known address on file with
the commissioner, with a notice of default that [WHICH] includes

(1) a description of the security given for the note in—
cluding the number assigned to the pledged permit by the commission;

(2) the date upon which the default occurred;

3) the amount of arrearages as of the date of the notice,
the total amount remaining on the note less unearned interest, and the

amount of daily 1interest;



(4) a statement that the debtor may, within 15 days after
[OF] the postmark date of the notice, request a hearing to submit
evidence showing the debtor has not defaulted;

(5) astatement that the note may be reinstated if brought
current within 60 days after [FROM] the postmark date of the notice;

(6) a statement that the note may be paid infull less
unearned interest within 120 days after [FROM] the ©postmark date of
the notice;

(7) the place where reinstatement or payment in full may be
made; and

(8) anotice in atleast 10-point bold type stating:
"IMPORTANT: YOUR FAILURE TO REINSTATE OR PAY THIS NOTE IN FULL BY THE
DATE SPECIFIED WILL RESULT IN A FORFEITURE OF ALL RIGHTS TO THE PERMIT
AND THE POSSIBILITY OF LEGAL ACTION BEING INSTITUTED AGAINST YOU."

(b) In each case of a limited entry permit being pledged as
security under AS 16.10.333 or 16.10.338, the debtor shall maintain on
file with the department an address where notice of default is to be
sent , if necessary, and where that notice will be timely received by
the debtor.

(c) Upon presentation of evidence of mailing in accordance with
(a) of this section, the receipt of the notice of default by the
debtor will be presumed for all purposes. This presumption is rebut—
table by presentation of evidence sufficient to demonstrate laclc of
rec”>ipt of notice through no fault of the debtor. Upon presentation
of evidence sufficient to prove lack of receipt of notice through no
fault of the debtor, the notice is a nullity

(d) Upon good cause shown, the commissioner may waive any of the
time limit.tl_in (a) of this section, if the department receives fronm

the debtor or the debtor"s representative a request for the waiver
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before the expiration of the time limit for which the waiver is
sought.

(e) Except as otherwise provided in (¢) and (d) of this section.
upon [UPON] the debtor®"s failure to satisfy the note within the time
specified in (a)(6) of this section, the debtor”s interest in the
permit is terminated by operation of law without further notice. Any
entry permit card issued to the debtor under the permit must [SHALL]
be cancelled immediately upon receipt by the commission of a certifi-
cate of termination containing a copy of thenotice required by (a) of
this section issued by the commissioner.

*Sec. 6. AS 16.10.339 is amended to read:

Sec. 16.10.339. REGULATIONS. The [COMMISSION, WITH THE APPROVAL
OF THE] department[,] shall adopt regulations to implement AS 16.10.-
333 -- 16.10.337.

*Sec. 7. AS 16.10 is amended by adding a new section to read:
Sec. 16.10.355. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR FORE-

CLOSURE. The department shall dispose of property acquired through

default or foreclosure of a loan made under AS 16.10.300 -- 16.10.370
or the former AS 16.10.650 -- 16.10.720. Disposal must be made in a
manner that serves the best interests of the state, and may include

the amortization of payments over a period of years, but may not be by
lease.

*Sec. 8. AS 16.10 is amended by adding new sections to read:

16.10.507. SPECIAL ACCOUNT ESTABLISHED. (a) There is

established as a special account within the fisheries enhancement
revolving loan fund the foreclosure expense account. This account is
established as a reserve from fund equity.

(b) The commissioner may expend money credited to the foreclo-

sure expense account when necessary to protect the state"s security
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interest in collateral on loans granted under AS 16.10.520 or to
defray expenses incurred during foreclosure proceedings after a de-
fault by an obligor.

Sec. 16.10.555. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The Department of Commerce and Economic Development
shall dispose of property acquired through default or foreclosure of a
loan made under AS 16.10.500 -- 16.10.620. Disposal must be made 1in a
manner that serves the best interests of the state, and may include
the amortisation of payments over a period of years, but may not be by
lease.

Sec. 9. AS 26.15 is amended by adding new sections to read:

Sec. 26.15.085. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR

FORECLOSURE. The Department of Commerce and Economic Development
shall dispose of property ac,xiied through default or foreclosure of a
loan made under this chapter.Disposal must be made in a manner that

serves the best interests cf the state, and mayinclude the amortiza-

tion of payments over a pei"iod of years, but may not be by lease.

Sec. 26.15.095. SPECIAL ACCOUNT ESTABLISHED. (a) There is
established as a special account within the Alaska World War 11 veter-
ans “revolving fund the foreclosure expense account. This account is

established as a reserve from fund equity.

(b) The commissioner of commerce and economic development may
expend money credited to the foreclosure expense account when neces-
sary to protect the state®"s security interest in collateral on loans
granted under AS 26.15.040 or to defray expenses incurred during
foreclosure proceedings after a default by an obligor.

Sec. 10. AS 27.09 is amended by adding new sections to read:
Sec. 27.09.015. SPECIAL ACCOUNT ESTABLISHED. (a) There is

established as a special account within the mining loan fund the
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foreclosure expense account. This account is established as a reserve
from fund equity.

(b) The commissioner of commerce and economic development may
expend money credited to the foreclosure expense account when neces—
sary to protect the state"s security interest in collateral on loans
granted under AS 27.09.010 or to defray -expenses incurred during
foreclosure proceedings after a default by an obligor.

Sec. 27.09.055. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The department shall dispose of property acquired
through default or foreclosure of a loan made under this chapter.
Disposal must be made in a manner that serves the Dbest interests of
the state, and may include the amortization of payments over a period
of years, but may not be by lease.

Sec. 11. AS 44.33 is amended by adding new sections to read:

Sec. 44.33.242. SPECIAL ACCOUNT ESTABLISHED. (a) There is
established as a special account within the child care facility re—
volving loan fund the foreclosure expense account. This account is

established as a reserve from fund equity.

(b) The commissioner of commerce and economic development may
expend money credited to the foreclosure expense account when neces—
sary to protect the state"s security interest in collateral on loans
granted under AS 44.33.245 or to defray expenses incurred during
foreclosure proceedings after a default by an obligor.

Sec. 44.33.272. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The department shall dispose of property acquired
through default or foreclosure of a loan made under AS 44.33.240 --
44.33.275. Disposal must be made in a manner that serves the best
interests of the state, and may include the amortisation of payments

over a period of years, but may not be by lease.
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Sec. 12. AS 45.87 is amended by adding new sections to read:

Sec. 45.87.015. SPECIAL ACCOUNT ESTABLISHED. (a) There 1is
established as a special account within the bulk fuel revolving loan
fund the foreclosure expense account. This account is established as
a reserve from fund equity.

(b) The commissioner of commerce and economic development may
expend money credited to the foreclosure expense account when neces-
sary to protect the state ™ security interest in collateral on loans
granted under this chapter or to defray expenses incurred during
foreclosure proceedings after a default by an obligor.

Sec. 45.87.040. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The department shall dispose of property acquired
through default or foreclosure of a loan made under this chapter.
Disposal must be made in a manner that serves the best interests of
the state, and may include the amortization of payments over a period
of years, but may not be by lease.

Sec. 45.87.060. REGULATIONS. The department shall adopt regu-
lations to implement this chapter.

Sec. 13. AS 45.88 1is amended by tiding new sections to read:

Sec. 45.88.015. SPECIAL ACCOUNT ESTABLISHED. (a) There is
established, as a special account within the revolving Jloan fund
established under AS 45.88.010, the foreclosure expense account. This
account is established as a reserve from fund equity.

(b) The commissioner of commerce and economic development may
expend money credited to the foreclosure expense account when neces-
sary to protect the state®"s security interest in collateral on loans
granted under AS 45.88 2"15, Or to defray expenses incurred during
foreclosure proceedings after a de.ault by an obligor.

Sec. 45.88.050. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
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FORECLOSURE. The Department of Commerce and Economic Development
shall dispose of property acquired through default or foreclosure of a
loan made under this chapter. Disposal must be made in a manner that
serves the best interests of the state, and may include the amortiza-—
tion of payments over a period of years, but may not be by lease.

ec. 19. AS 95.89 is amended by adding new sections to read:

Sec. 95.89.015. SPECIAL ACCOUNT ESTABLISHED. (a) There is
established as a special account within the residential energy conser—
vation fund the foreclosure expense account. This account is estab—
lished as a reserve from fund equity.

(b) The commissioner may expend money credited to the foreclo—
sure expense account when necessary to protect the state"s security
interest in collateral on loans granted wunder AS 95.89.030 or to
defray expenses incurred during foreclosure proceedings after a de—
fault by an obligor.

Sec. 95.89.050. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The department shall dispose of property acquired
through default or foreclosure of a Jloan made under this chapter.
Disposal must be made in a manner that serves the best interests of
the state, and may include the amortization of payments over a period
of years, but may not be by lease.

Sec. 95.89.070. REGULATIONS. The department shalladopt regu—
lations to implement this chapter.

Sec. 15. AS 95.90 isamended by adding new sections to read:

Sec. 95.90.015. SPECIAL ACCOUNT ESTABLISHED. (a) There is
established as a special account within the tourism revolving fund the
foreclosure expense account. This account is established as a reserve
from fund equity.

(b) The commissioner of commerce and economic development may

-19-



expend money credited to the foreclosure expense account when neces-—
sary to protect the state®"s security interest in collateral on loans
granted under AS 95.90.020 or to defray expenses incurred during
foreclosure proceedings after a default by an obligor.

Sec. 95.90.050. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The Department of Commerce and Economic Development
shall dispose of property acquired through default or foreclosure of a
loan made under this chapter. Disposal must be made in a manner that
serves the best interests of the state, and may include the amortiza-—
tion of payments over a period of years, but may not be by lease.

Sec. 16. AS 95.95 is amended by adding new sections to read:

Sec. 95.95.055. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The Department of Commerce and Economic Development
shall dispose of property acquired through default or foreclosure of a
loan made under this chapter. Disposal must be made in a manner that
serves the best interests of the state, and may include the amortiza—
tion of payments over a period of years, but may not be by lease.

Sec. 95.95.065. SPECIAL ACCOUNT ESTABLISHED. (a) There is
established as a special account within the small business revolving
loan fund the foreclosure expense account. This account is estab-—
lished as a reserve from fund equity.

(b) The commissioner may expenc money credited to the foreclo—
sure expense account when necessary to protect the state®s security
interest in collateral on loans granted under AS 95.95.020 or to
defray expenses incurred during foreclosure proceedings after a de—
fault by an obligor.

Sec. 17. AS 95.98 is amended by adding a new section to read:
Sec. 95.98.015. SPECIAL ACCOUNT ESTABLISHED. (@) There s

established as a special account within the historical district
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revolving loan fund the foreclosure expense account. This account is
established as a reserve from fund equity.

(b) The commissioner of commerce and economic development may
expend money credited to the foreclosure expense account when neces-
sary to protect the state®"s security interest in collateral on loans
granted under this chapter, or to defray -expenses incurred during
foreclosure proceedings after a default by an obligor.

Sec. 18. AS 45.98.020 1is amended to read:

Sec. 45.98.020. HISTORICAL DISTRICT LOANS. Upon endorsement and
plan approval by a local historical district commission established
under AS 29.48.108 and the recommendation of a majority of the members
of the Historic Sites Advisory Committee, the Department of Commerce
and Economic Development may make loans to a person, firm, business or
municipality subject to applicable laws for the restoration, improve-
inent, rehabilitation, or maintenance of

(1) a structure which is [(1)] within the boundaries of a
historical district established under AS 29.48.110 and f;]

[(2)] identified as important in state or national history as
provided for in AS 29.48.110(b); or [AND]

(2) a [(3) ANOTHER] building or structure within a histor-
ical district which is [AND] suitable for superficial modification so
that it can conform to the period or motif of the surrounding build-
ings or structures that are the reason for the area"s designation as a
historical district.

Sec. 19. AS 45.98 is amended by adding a new section to read:

Sec. 45.98.055. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The Department of Commerce and Economic Development
shall dispose of property acquired through default or foreclosure of a

loan made under this chaprer. Disposal must be made in a manner that



serves the best interests of the state, and may include the amortiza-
tion of payments over a period of years, but may not be by lease.

* Sec. 20. This Act takes effect July 1, 1985.
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January 22, 1985

The Honorable Don Bennett
President of the Senate
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Senator Bennett:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, I am transmitting a bill that amends or sup—
plements various state loan programs. The bill performs a
number of different functions.

In sec. 1, the bill deletes AS 16.10.310(a)(1)(C), which

provides that <commercial fishing Jloans can be made to
fisherman-owned corporations, partnerships, or joint ven—
tures for vessels and gear. However, under both the cur—
rent AS 16.10.320(e) and as that subsection 1is amended in
sec. 3 of the bill, 1loans may be made to commercial fish—
ermen who jJjoin together in a joint operation; these loans
can be in the amount of the standard 1loan 1limits for an
individual multiplied by the number of fishermen applying.

Thus the 1individuals operating as corporations, partner—
ships and joint ventures will all be treated in the same
manner as individual fishermen.

The bill also deletes AS 16.10.310(b) (sec. 1 of the bill)

and amends AS 16.10.339 (sec. 6 of the bill), relating to
the adoption of regulations for the commercial fishing
loan program. Under this bill, the Department of Commerce
and Economic Development will be given the authority to
adopt regulations necessary to implement its own loan pro—
grams. Under existing statutes, the department 1is required

to consult with the Department of Fish and Game for all

commercial fishing Jloan regulations, and the Commercial

Fisheries Entry Commission must adopt any regulations
which affect loans secured by Jlimited entry permits.

These particular amendments recognize that these programs
are loan programs, and the expertise required for imple—
mentation of the programs lies with the Department of Com—
merce and Economic Development, which must be given the
authority to control its own functions.



In.sac. 1, the bill also provides that the Department of
Commerce and Economic Development may take a more Tflexible
and creative approach to protecting the state's security
interests and to financing and disposing of repossessed
collateral. It will permit commercial fishing loans to be
assumed if the applicant meets the two-year residency re—
quirement and assumption of the loan is determined to be
consistent with the purposes of the commercial Ffishing
loan program. In addition, for all of the department®s
loan programs, the bill provides, in secs. 7 - 16 and 19,
that the department may offer alternative financing, in—
cluding amortized payments, whenever it disposes of prop-—
erty acquired through default proceedings. Under existing
law, the department is frequently required to offer repos—
sessed collateral for sale only for cash, which results in
the state taking a large 1loss. |If alternative financing
could be offered, a much higher sales prica often could be

obtained. The bill amends 11 state loan programs (commer —
cial fishing, fisheries enhancement, veterans, mining,
child care facilities, bulk fuel, alternative energy,
residential energy conservation, tourism, small
businesses, and historical districts) to permit this

flexible disposal of repossessed collateral 1if the dis—
posal method selected 1is 1in the best interests of the
state.

The last amendment made by sec. 1 is to relocate to a new
subsec. ©) in AS 16.10.310 language that 1is now in
AS 16.10.333(f) (deleted by sec. 4 of the bill), dealing
with consideration of an individual®s ability to repay a

loan. The current provision is applicable only to Iloans
made for purchase of a limited entry pernmit. As relocat—
ed, that language will apply to all commercial fishing
loan.” made under AS 16. 10.300 - 16. 10. 370.

Section 3 of this bill amends AS 16.10.320(a)(l) to clari—
fy that the department may extend the term of a commercial
fishing loan beyond 15 years if the extension IS necessary
due to poor Tfishing seasons or adverse market conditions
for fishing products.

AS 16.10.320(d) 1is also clarified in sec. 3. Under exist—
ing language, it is unclear whether an individual borrower
who has repaid a commercial fishing loan may be granted a
nev; loan. This bill amends that subsection to clarify
that nev; or additional loans may be made to a fisherman,

as long as the total outstanding balance of all commercial

fishing loans to that individual does not exceed the stat—
utory limit.
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Section 5 of the bill will permit the Department of Com-—
merce and Economic Development to take a more flexible
approach in dealing with persons who are technically in
default on their commercial Ffishing loans 1in specific
cases where the forfeiture of an individual®s limited en—
try permit 1is neither desirable nor advantageous to the
state. IT a commercial fisherman is able to show that he
or she never received notice of default under the loan,
that person would be able to present evidence to the de—
partment that he or she failed to receive the notice and
the department would then dismiss the default proceedings.
Also, if an individual fisherman contacts the department
to state that he or she 1is unable, for financial or other
reasons, to make payment 1in accordance with the defau]
statute, but does not wish to sacrifice his permit and
truly wants to cooperate with the department, the depart—
ment would be able to negotiate with the individual to
attempt to work out some alternative satisfactory to both
the fisherman and the state.

The amendment to AS 16.10.335(a) requires the notice of
the default to be sent to the debtor by both certified and
first class mail, rather than by just registered or certi—
fied mail. The new Jlanguage 1in AS 16.10.335(b) requires
each fisherman to keep a current address on file with the
department.

Nev/ AS 16. 10.335 (¢c) provides that 1if the department fol—
lows the procedures of (@) of that section, the department
and, after that, the courts will presume that the debtor
received the default notice, and it will be the debtor"s
responsibility to prove otherwise. Absent evidence that
the debtor did not receive the notice, the department
would still be able to continue with its default proceed—
ings. However, if such evidence 1is presented, the default
proceedings could be terminated.

New AS 16.10.335(d) gives the department the right to
waive the time limits provided in AS 16.10.335(a) (15 days

to request a hearing, 60 days to bring the note current,

and 120 days to pay the note in full), if a request for a
waiver 1is made by the debtor to the department before the
expiration of the relevant time Ulimit. Thus, this bill

will allow fishermen who have defaulted on their loans to
avoid forfeiture of their permits if exceptional circum—
stances warrant their retention of the permit.

The bill also makes technical changes to the historical
district loan program to clarify its scope. Section 18 of



the bill.

For each 1loan program administered by the Department of
Commerce and Economic Development, the bill establishes a
special account, entitled the foreclosure expense account
(secs. 8 - 17 of the bill). Money in this account may be
used to pay expenses incurred 1in protecting the state's
security interest in collateral for loans made under the
particular loan progranm. The 1language for these sections
is taken from AS 16.10.342, which already provides for a
foreclosure expense acccunt for the <commercial fishing
loan progranm.

In addition, the bill fills an apparent statutory omission
regarding the bulk fuel revolving fund and the residential
energy conservation loan fund programs, by granting stat-—
utory authority to the Department of Commerce and Economic
Development to adopt regulations necessary Tfor these pro—
grams (secs. 12 and 14 of the bill, respectively).

This bill makes a number of significant 1improvements to
the state loan programs, particularly the state commercial
fishing loan progranm. I urge your support of and prompt
action on this measure.

Sincerely,

Bill Sheffield
Governor
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Juneau, Alaska 99811

SB 78: Sectional Analysis

Section 1)

Makes both technical and policy changes to the present
Commercial Fisheries LpartProgram. The fir st substantive

» mamcfage"oc"curshe iiof page Zwhich repeais subsection

Section 2)

Section 3)

Section 4)

pertaining to loans made to ‘‘corporations, partnerships,
and joint venturers'. Section 3 would allow individual
fisherman who qualify for loans under 16.10.310 (@ @
(B) to obtain loans jointly "whether operating as a cor-
poration, partnership, joint venture, or otherwise"

Section also provides statutory authority to permit assumption
of loans and repeals language which required consultation between
the Dept of F&G and the OCED for all commercial fishing loan
regulations.

Also adds language which grants the commissioner authority
to consider all sources of a fishermans income when deter-
mining a fishermans ability- to repay a loan. Currently
the commissioner has that authority only with respect to
loans for entry permits.

Deletes references to '‘corporations, partnerships, or joint
ventures (16.10.310 @) (@) (©" consistent with that del-
etion in section 1).

Changes the "‘Limitations on Loans™ section and provides for
extensions on the term of loans because of a poor fishing
season or adverse market conditions.

Language is also added which changes the loan limits from a
“total dollar amount™ to a borrower to the total "balances
outstanding” to a borrower.

Further, deletes language regarding loans to '"associates of
the borrower” as all loans will be made to individuals.

Currently, the department is able to consider fishing and
all other sources of income of an applicant who applies
for an entry permit loan under 16.10.310 &) (@ @A)- This
bill would extend that authority to *‘consider all sources
of income”™ for Commercial Fishing Loans

Committee Sectional



Section

Section

Section

Section

Section

Section

Section

Section

5

6)

)

12)

Changes the requirements of notification when a debtor
defaults on a note which has a permit pledged as security
for the note. The mailing notice of default is changed
from registered and certified mail to certified and first
class mail. Changes the '‘countdown provisions for notice
of default and adds an additional day for each notice.

Requires that when a permit is pledged to secure a loan

the borrower must maintain a current mailing address on
file with the Department. Further states that upon evidence
of mailing, the receipt of the notice of default by the
debtor will be "‘presumed”. This presumption is rebuttable
by presentation of evidence by the debtor that the notice
was not received and proof of lack of receipt nullifies the
notice.

Section also grants the commissioner authority to waive any
of the time limits If the department receives a request from
the borrower or his representative before the expiration of
the time limit for which the waiver iIs sought.

Deletes the provision that the Commercial Fisheries Entry
Commission, with the approval of the Department, adopt reg-
ulations for the limited ntry permit sections of this bill.

Provides statutory authority for the department to dispose
of property acquired after default or foreclosure of a Comm
Fish Loan.

Establishes a special '“foreclosure™ expense account within
the TFisheries enhancement revolving loan fund. The account
is established as a reserve from fund equity and this
section also allows the department to dispose of property
acquired thru default.

Establishes a special foreclosure account for the Alaska
W Il veterans revolving loan fund, and allows the depart-
ment to dispose of property acquired thru default.

Establishes a special foreclosure account for the mining
loan fund, and allows the department to dispose of prop-
erty acquired thru default.

Establishes a special foreclosure account for the childcare
facility revolving loan fund, and allows the department to
dispose of property acquired thru default.

Establishes a special foreclosure account for the bulk
fuel revolving loan fund, and allows the department to
dispose of property acquired thru default. Also permits
the department to adopt regs to implement this chapter.



Section 13) Establishes the special foreclosure account for the Alt-
ernative Energy Revolving Lean Fund, and allows the depart-
ment to dispose of property acquired thru default.

Section 14) Establishes the special foreclosure account for the Res-
idential Energy Conservation Fund, and allows the depart-
ment to dispose of property acquired thru default. Also
allows the department to adopt regs to implement this

program.

Section 15) Establishes a special foreclosure account for the tourism
—— — ceyoivring.fund,j3nd .allons, the departmen.t.lo . <ifgp.Shiaf ~
""""property~acquired ‘thru default.

Section 16) Establishes a special foreclosure account for the small bus-
iness revolving loan fund, and allows the department to
dispose of property acquired thru default.

Section 17) Establishes a special foreclosure account for the historical
district revolving loan fund.

Section 18) Makes grammatical changes and defines the scope of the
historical district loan program.

Section 19) Provides the state with authority to dispose of property
acquired thru default or foreclosure from the historical
district loan program.

Section 20) July 1, 1985 effective date.
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TECHNICAL AMENDMENTS TO DCED LOAN PROGRAMS: FISCAL NOTE

In order for Division of Investments to administer this legislation as it relates
to commercial <fishing loan assumptions, the Division of Accounting & Collections
must be staffed to provide minimally adequate service to Investments. While we
originally estimated a need for two additional positions within the Division of
Accounting & Collections, we have streamlined our operation within the past six
months since the original fiscal note was drafted, and we believe we can service
Division of Investments®™ requirements through overtime effort.

The overtime funding requested will provide for records management (filing) effort
as well as accounting effort to process refinanced repossessions and assumptions
through the loan accounting system.

e 200 hours clerical support $3522.00 =

200 hours accounting support 4962.00

Line 100 $8484 .00
Contractual Services

Long Distance/Postage 300.00

Payment Coupon Printing 1000.00

- DP Chargeback 1000.00

Line 300 * - $2300.00

/ TOTAL $10,784.00

REVENUE ANALYSIS

1. Assumes an estimated 250 applicants and 200 approvals of assumptions per year,
With an average assumed balance of $67,500:

a. Nonrefui.dable application fee $50 x 250 = $12,500/year

b. Assumption pee (one-time) of of the assumed balance
$67,500 x .005 x 200 = $67,500/year

2. Assumes an estimated 25 prequalification applicants per year:
a. Nonrefundable application fee $200 x 25 = $500 C/year

3. Assumes 90% recovery of losses on commercial fishing®™ loans due to the
. ability to finance and reamortize repossessed vessels and other collateral.

Fy 86 Fy 87 FY 88 K 89 " FY 90

Assumptions
Application Fees 12.5 12.5 12.5 12.5 12.5
Assumption Fees 67.5 67.5 67.5 67.5 67.5
Prequalification Fees - 5.0 5.0 50 5.0 5.0
J-t
Additional Loss Recovery 93.0 1860 9%  372.Qu 465.0 Hrtfrez

178.0 271.0 364.0 457.0 550.0- m g



STATE OF ALASKA 1985 LEGISLATIVE SESSION
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Revision Date:
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FISCAL NOTE ANALYSIS

Personal Services:

Processing of an additional 600 applications for assumptions and approval
of 400 of those applications per year will create a marked increase in
the workload of the division®s Anchorage and Juneau regional offices.

Two additional

loan examiners and two loan closers would be required to

handle the increased load and would be spread between the two regional

offices.

One time expenses would be incurred for equipment.

Consideration of these applications would also require significantly more

meetings of the department®s loan committees.
that this additional burden“would be absorbed.

PERSONNEL COSTS

This fiscal note assumes

Two Loan Examiners 11, Range 17A; one each iIn Anchorage and Juneau:

Salary $34,740

Benefits $10,486

TOTAL Personal Services $45,226
Travel . $ 3,950
Contractual $ 3,000
Commodities $ 300
Equipment $ 4,750
Total per employee $57,226

Subtotal for two Loan Examiners Il

Two Loan Closers

$24,864
$ 8,281

Salary
Benefits
TOTAL Personal
Travel
Contractual
Commodities
Equipment
Total per employee

Services

Subtotal for two Loan Closers Il

$114,452

11, Range 12A; one each In Anchorage and Juneau:

$33,145
$ -0
$ 3,000
$ 300
$ 4,250
$40,695

$ 81,390

Estimates for other line items assume that the new employees required for

this new loan program will require j,upport at levels similar to. that
actually being incurred by the division on other loan programs.

1 of 2



Travel: To inspect collateral, interview applicants, and inform
(for Loan public on program.
Examiners)
Contractual: Space Rental: $3,000
$2.50 sq./ft. x 100 sg./ft. x 12 months RSA to Department of
Administration
One time $2,000 modification and reprinting of the existing
loan application packets.
Commoaities: General supplies.
Equipment: Calculator $ 365
(for Loan Typewriter » $ 1,369
Closers) Workstation $ 2,516
$ 4,250
Equipment: Calculator $ 365
(for Loan Microfiche Reader $ 300
Examiners) Workstations $ 4,085
$ 4,750
TOTAL FY “86 PERSONNEL AND ASSOCIATED COSTS $197,842
0867Wb111984d

2 of 2
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Processing of an additional 600 applications tor assumptions
and approval of 400 of those applications per year will
create a marked increase in the workload of the division s
Anchorage and Juneau regional offices! Two additional loan
examiners and two loan closers would be required to handle

the increased load and would be spread between the two re-
gional offices.. On tinvyg expenses would be incurred for
equipment.

Consideration of these applications would also require signi-
ficantly more meetings of the department®s loan committees.
This fiscal note assumes that this additional burden would be

absorbed. -

Estimates for the 200-500 lines
emolovee reauired for this new loan program will
support at evels similar to that actually being
the divisior on other loan programs.

requi re
incurred by

Travel: To insnect collateral, interview aDolicants.
and inform oublic on program.
Contractual .Space Rental: $3,000
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Commodities General supplies. -
Equi pment: Calculator $ 365
Microfiche Reader $ 300
Workstation $4,085
$4,750

Commerce & Economic Development

Economic Development

Investments

|FYS6;
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Processing of an additional 600 applications for assumptions
and approval of 400 of those applications per year.will
create a marked increase in the workload of the division®s
Anchorage and Juneau regional officesl Two additional loan
examiners and two loan closers would be required to handle

the increased load and would be spread between the two re-
gional offices. On timd expenses would be incurred for
equipment. s

Consideration of these applications would also require signi-
ficantly more meetings- of the department®s loan committees.
This Tiscal note assumes that this additional burden wou Id be

absorbed. j
1

items assume that the new
rpnm rp
inrurrpri

Estimates for the 200-500 lines
pmninvpp rpnni rpd fnr this npw Inan nrnnram wi 11

support at lpvpls similar to that actual Iv hpinn
the divisiori on oFhpr loan prnnrams.

hv

t
Travel: To inspect collateral, interview applicants,
and inform public on program.
Contractual Space Rental: $3,000

$2.50 sq./ft. x 100 sqg./ft. x 12 months RSA
to Department of Administration.
General supplies.

Commodi ti es

Equi oment: Calculator $ 365

Microfiche Reader $ "300

Workstation $4,085
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Commodities: General supplies.

Equipment: Calculator $ 365
Typewriter $1,369
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$4,250
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Original sponsor: Rulea/Governor

IN THE SENATE BY THE FINANCE COMMITTEE
HOUSE CS FOR CS FOR SENATE BILL 170. 78 (Finance)
IB THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitledi MAn Act making miscellaneous amendments to state loan
programs* and providing for an effective date.**
BE IT ENACTED BY TEE LEGISLATURE OF THE STATE OF ALASKA *
* Section 1. AS 16.10.310(a) 1ia amended to roadt
(a) Hie department may
(1) make loans to
(A) Individual commercial fishermen vho have been
state residents for a continuous period of two years immediately
preceding the date of application for a loan under AS 16.10.300 ~
16.1C.370 and have hod a crewroember or commercial fishing license
ur.dor AS 16.05.480 or & permit under AS 16.A3 for the year imme—
diately preceding the date of application and any other two of
the post five years, and "who actively participated in the fishery
curing those periods, for the purchase of entry permitsj
(B) an individual for the repair, restoration, or up—
grading of existing vesselz and gear, for the purchase of entry
permits and gear, and for the constructlon, and purchase of ves—
sels > if the individual [AH INDIVIDUAL WHO] has been a state
resident for « continuous period of two years Immediately pre—
ceding the date of application for a loan under AS 16.10.300 -
16.10.370, and cither [WHO]
@) because of lack of training or lac

ployment opportunities in th« area of residence does not

4avail%ble‘ other than
A ll_ n ’
-1 HCS CSSB 78(Fin)
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cocnercial fishing* or

an is economically dependent on connorcial
fishing for a livelihood and for vhoia commercial fishing ha*
been a traditional way of Ulife [FOR THE INDIVIDUAL] in

Alaska [t FOR THE REPAIR, RESTORATION OR UPGRADING OF EXIST—

ING VESSELS AND GEAR, FOR THE PURCHASE OF ENTRY PERMITS AND

GEAR, AND FOR TEE CONSTRUCTION AND PURCHASE OF VESSELS»

©) CORPORATIONS, PARTNERSHIPS, OR JOINT VENT

PERCENT OF WHICTI ARE OWNED BY INDIVIDUAL COMMERCIAL FISHERMEN WHO
HAVE BEEK STATE RESIDENTS FOR A CONTINUOUS PERIOD OF TWO YEARS
IMMEDIATELY PRECEDING THE DATE OF APPLICATION FOR A LOAN UNDER
AS 16.10.310(a)(1)(B) AND HAVE HAD A CREWMEMBER OR COMMERCIAL
FISHING LICENSE UNDER AS 16.05.480 OR A PERMIT UNDER AS 16.43 FOR
THE YEAR IMMEDIATELY PRECEDING THE DATE OF APPLICATION AHD ANY
OTHER TwWO OF TI1E PAST FIVE YEARS, AND WHO ACTIVELY PARTICIPATED
IN THE FISHERY DURING THAT PERIOD, FOR THE REPAIR, RESTORATION OR
UPGRADING OF EXISTING VESSELS AND GEAR, FOR THE PURCHASE OF GEAR,
AND FOR THE CONSTRUCTION \ND PURCHASE OF VESSELS J*

(2) designate agents and delegate ita power* to then a*
necessaryi

(3) adopt regulations neceieary to carry out its functions*

(4) establish amortization plana for repayment of loans,
which may 1include extensions for poor fishing seasons or for adverse
market conditions for Aleekan products*

(5) enter into agreements with private lending intuitions,
other stste agencies, or egenciea of the federal government, to carry
out the purposes of AS 16.10.300 - 16.10.370*

(6) enter into agreements with other agencies or organiza—

tions to create an outreach program to ccko loans under AS 16.10.300 -

nCS CSSB 78(Fin) -2- /



1 16.10.370 in rural arecs of She otate”

2 (7) allow an assumption of a loan If

3 (A) theapplicant has been n state resident for a
4 continuous period of two years Innedlately preceding the dote of
5 the request for an assumption) and

6 (B) approval of the assumption would be consistent
l ' with the purposes of AS 16.10.300> or. applicant for a loan
8 ! assumption may not be disqualified because the applicant does not
° meet the loan eligibility requirements of (1) of this subsecttoni
10 (8) prequftllfy loan applicants for a United entry penalt
1 !oan and charge a foe not to exceed $7.00 for prequBllflcntlon.

12 * Sec. 2. AS 16.10.310 ic amended by adding a new subsection to readt

13 (c) In determining whether an individual commercial fishermar
1 reasonably likely to be able to repay a loan made under AS 16.10.300 -
b 16.10.370B the commissioner shall consider the individual commercial

10 fisherman®"a income from commercial fishing and from all other sources.

i * Sec. 3. AS 16.10.315 is amended to read:

18 Sec. 16.10.315.  ALT/)CATIOH OF LOANS. The department shall
D allocate at least 10 percent of the money that 1is appropriated for a
20 at,ate fiscal year to make Jloans under AS 16.10.310 for 1loans of *
2 $35,000 or less tmde under AS 16.10.310(a)(1)(B) (AND (C)]. An allo—
22 cation made under this section terminates on April 15 of the state

23 fiscal year for which the allocation 1is cade.

2 * Sec. 4. AS 16.10.320(a) 1s amended to reads

2 (a) Except as permitted in (h) of this section, a (A] loan
2 under AS 16.10.300 - 16.10.370 f16.10.310 I 16.10.370]

a (1) nay not exceed e tern of 15 years, except for cxten-

28 eignu ynder, AS 16.1Q,310(2) (4] .

29 °

(2) nay not bear interest exceeding 10-1/2 percentj
-3- * HCS CSSB 78(Fin)
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<3) nugt {SHALL] be secured by a first priority lien and
appropriate security agreementj and

(4) nay not exceed 90 percent of the appraised vall
collateral used to secure the loan [, EXCEPT THAT A LOAN GFANTED UNDER
AS 16.%0.333 FOR THE PURCHASE OF AH ALASKA LIMITED ENTRY PERMIT MAY
NOT EXCEED AH AMOUNT DETERMINED IK ACCORDANCE WITH (f) OR <h) OF THIS
SECTION].
éec. 5. AS 16.10.320(d) 1b enonded to reads

(d) The total of balances outstanding on loans [LOANS] made to a

borrower under AS 16.10.310(a)(1)(A) may not exceed TfA TOTAL OF]
$300,000. The total of balances outstanding on loans [LOANS] made to
a borrower under AS 16.10.310(a)(1)(B) (OR (0 3 nay not exceed [A
TOTAL OF] $100,000. [A LOAN TO AN ASSOCIATE OF THE BORROWER IS CON-—
SIDERED TO BE A LOAN TO THE BORROWER. FOR HIE PUPVPOSES OF THIS SEC-—
TION, “ASSOCIATE OF THE BORROWER??>MEANS

(D) A CORPORATION OR OTHER ORGANIZATION OF WHICH THE BOR—
ROWER IS AN OFFICER, DIRECTOR OB PARTNER. OR IS, DIRECTLY OR INDI—
RECTLY, THE BENEFICIAL OWNER OF 10 PERCENT OR MORE ON ANY CLASS OF
EQUITY SECURITIESI

(2) A PERSON WHO 1S, DIRECTLY OR INDIRECTLY, THE EENEF1CIAL
OWSER OF 10 PERCENT OR MORE OF ANY CLASS OF EQUITY SECURITIES OF THE
BORROWER|

3) A TRUST OR OTHER ESTATE IN WHICH TEE BORROWER HAS A
SUBSTANTIAL BENEFICIAL INTEREST OR AS TO WHICH THE BORROWER SERVES AS
TRUSTEE OR IN A SIMILAR FIDUCIARY gAPACITY-]
Sec. 0. As 16.10.320(e) 1is amended thread*

(e) Two or more individualecoraacrcial flsheracn vho each satisfy

the requirements specified in AS 16.10.310(a)(1)(B) nay Jointly”
whether operating ac a corporation, partnership, joint venture; or

- a VA -if e



otherwioe, obtain a commercial fishing loan for the repair, restora—
tion, or upgrading of an existing vessel and Rear, for the purchase of
pear, and for the conntnjetlon I0F A FISHING VE5SEL] or the purchase
of £ [AN EXISTING] fishing vessel. Loans granted under this subsec—
tion

[(V)) may not exceed the amount specified in (d) of this
section multiplied by the number of qualified commercial flsherTaen
applying for the loan [j

(2) HAY NOT EXCEED A TERM OF 15 TEARS*

(3) SHALL BE SECURED BY A PIRST PRIORITY LIEG AND APPRO—
PRIATE SECURITY AGREEMENT™*

<4) KAY NOT BEAR INTEREST EXCEEDING 1CI-1/2 PERCENT*
AND

(5) HAY NOT EXCEED 90 PERCENT OF THE APPRAISED V
THE COLLATERAL USED TO SECURE THE LOAN],
Sec. 7. AS 16.10.320(1) 1is amended to read*

(¢D) If a loan 18 laade to a borrower under AS 16.10.,310(a) (1) (
a subsequent lonn my rot b<e made to the borrower [OR AH ASSOCIATE OF
THE BORROWER] under AS 16.10.310(a)(1)(3) [OR (C}J. If a loan is made
to aborrowerunder AS 16.10.310(a)(1)(B) [OR (C)), «subsequent Inan
nay be made to the borrower (OR AH ASSOCIATE OF THE BORROWER) wunder
AS 16.10.310(a)(1)(A) if the total of the “balance* outstanding on
loans received by the borrower [OR THE ASSOCIATE] under AS 16,10.310
doer not exceed $300,000.
Sec. 8. As 16.10.333(a) 1is amended to read* ,
(a) Loans under AS 16..10.310(a) .UB! ]6.10-3£CI((n)]|ny be made to

an individual commercial fisherman for the purghase of a I;mited entry
- _*"m* * .. b
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the regulations adopted by the commission.
See, 9, AS 16*10.335 is amended to read*

Sec. 16.10.335. DEFAULT AND FORECLOSURE. (a) If the debtor
defaults upon ¢ note for -which a limited entry permit has been pledged
as security under AS 16.10.333 or [UNDER AS] 16.10.330, the commis—
sioner shall provide the debtor, by both [REGISTEPJED OR] certified and
flrat class mail sent to the debtor ™ last known address on file vlth
the cocsaissloner, with a notice of default that [WHICH] includes

(1) a description of the security given for the note in—
cluding the number assigned to the pledged permit by the commission;*

(2) the date upon which the default occurred*
i (3) the amount of arrearage® as of the date of the notice,
the total amount remaining on the note lose unearned interest, and the
amount of daily interest*

(4) a statement that the debtor may, vithin 15 days after
[OF] the postmark date cf the notice, request a hearing to submit
evidence showing the debtor has not defaulted*

(5) a statement that the note may be reinstated if brought
current within 60 days after [FROM] the postmark date of the notice*

(6) a statement that the note may be paid in Tfull less
unearned 1interest within 120 days after [FROM] the postmark dace of
the notice*

(7) the pie re where reinstatement or payment Jin full may be
made* and

(d) a notj.co in at least 10—point bold type
"IMPORTANT* YOUR FAILURE TO SIEIHSTATE OR PAY THIS NOTE W FULL BY THE
DATE SPECIFIED WILL RE SULT IN A FORFEITURE OF ALL RIGHTS TO THE PERMIT
AND THE POSSIBILITY OF LEGAL ACTION BEING INSTITUTED AGAINST YOU*"

(b) In each case of a limited entry permit being pledged aa
e lv ee roA t )



security under AS 16,10,333 or 16.10.338, the debtor shell maintain on
file vitb the department an address where notice of default le to be
sent, 1if necessary, and where that notice will be tinely received by
the debtor.

(c) Upon presentation of evidence of nailing In accordance with
(a) of this section, the receipt of the notice of default by the
debtor will be presumed for all purposes. This presumption 1is rebut—
table by presentation of evidence sufficient to demonstrate lack of
receipt of notice through no fault of the debtor. Upon presentation
of evidence sufficient to prove lack of receipt of notice through no
fault of the debtor,, the notice is m nullity.

(d) Upon good cause shown, the coiapissloner may valve any of the
tinej Units in (a) of this section. If the deportment receives frop
the debtor or the debtor*a representative a request for the waiver
before the expiration of the tine [limit for which the waiver lo
south,

(e) Except as othex-vise provided in (c) and (d) of this section,
upon [UPON] the debtor®s failure to satisfy the note within the time
specified 1In (a)(6) of this section, tlie debtor®s interest 1in the
permit is terminated by operation of law without further notice. Any
entry permit cards 1issued ;o the debtor under the permit must {SHALL]
be cancelled Imnedistely upon receipt by the commission of a certifi—
cate of termination containing a copy of the notice required by (a) of
this section issued by the commissioner.

See. 10* AS 16.10.339 1is amended t:o read*

ISec, 16.10.339. REGULATIONS,, The [COMMISSION, WITH THE APPROVAL
OF THE] department [,) shall adopt regulati;hs to implement AS 16.10.- !
333 - 16,10.331, . - "

f - x i -
Sec. 11, AS 16.10 is amended by'adding a now section to read*

-7- [ HCS CSSB 78(Fin) -
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Soc. 16,10.355. DISPOSAL OF PROPERTY ACQUIRE.) BY DEFAULT OR FORE-
CTXDSURE. The department ahall diepose of property acquired through
default or foreclosure of a loan made under AS "*6.10,300 - 16,10.370
or former AS 16.10.650 - 16.10.720. Disposal shall be made 1in a
manner that serves the best intereata of the state, end may 1include
the Amortization of payments nver a period of yeart* but may r.ot be by
;ease.

Sec. 12. AS if. 10 is amended by adding a new section to reads

Sec. 16.10,507. SPECIAL ACCOUHT ESTABLISHED.. (a) There la
established as a special account within the fisheries enhancement
revolving loan fund the foreclosure expense account. This account io
;stablished ae a reserve from fund equity.

(b) The ccmnip.sloner may expend money credited to the foreclo—
sure expense account when necessary to protect the state's security
interest in collnterel on loang made under AS 16,10.520 or to defray
expenses incurred during foreclosure proceedings after a default by an
obligor,.

Sec. 13. AS 16.10 la amended by adding a new section to reads

Sec. 16.10.555. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The Department of Commerce and Economic Development
shall dispose of property acquired through default or foreclosure of a
loan made under AS 16.10.500 - 16.10.620. Disposal shall be made In a
manner that serves the best interests of the state, end nay include
the amortization of payments over e period of years.

Sec. 14. AS 26.15 is amended by adding a new section to readt

Sec. 26.15.085. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The Department of Commerce and Economic Development
shall dispose of property acquired through default or foreclosure of a

loan, mad®; under this chapter. Disposal shall be made 1st a manner that
- * [} 1

0 . J « e o o m . -
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serve® the best Interests of l'nc state, and nay include the amortisa—
tion of payments over & period of years.

Sec. 15. AS 26.15 is amended by adding & new section to read;

Sec. 26.15.095. SPECIAL ACCOUNT ESTABLISHED. (a) There i»
established ae a special account within the Alaska World War 1l veter—
ans* revolving fund tTae foreclosure expense account. This account 1is

established a® a reserve fron fund equifc/.

(b) The commissioner of commerce and economic development cay
expend money credited to the foreclosure expense account when neces—
sary to protect the state ™ security interest In collateral on loans
mgde under AS 26.15.040 or to defray expenses 1incurred during fore-
;Iosure proceedings after a default by an obligor.

%ec- 16. AS 27.09 Is amended by adding a new section to read:

Sec. 27.09.015. SPECIAL ACCOUNT ESTABLISHED. (a) There 1is
established as a special account within the mining loan fund the fore—
closure expense account. This account 1ie established as a reserve
from fund equity.

(b) The commissioner of T“commerce and economic development nay
expend money credited to the foreclosure expense account when neces—
sary to protect the state"s security interest In collateral on loans
made under AS 27.09.010 or to defray expenses incurred during fore—
closure proceedings after & default by an obligor.

Sec. 17. AS 27.09" is amended by adding & new section to readi

Sec. 27.09.055. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The department shall dispose of property acquired
through default or foreclosure of* a loan made under ?his chapter.

Disposal shell he raad® in a manner that serves the best interests of

, v #
the state, and may include the amortization of payments over a period
e - . ; - i >* . “ <e* ™" - J
of yeara. - . - -0
.r - \ -y he* T ..
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* Sec. 19. AS 44.33 1is amended by adding a new section to readn
| * i .

HCS CSSB 78(Fin)

* Sec. 18. AS 41.35.180 is amended to read*

Sec. 41.35_.H80. DUTIES OF COMMITTEE. The committee shall

<1) develop criteria for the evaluation of state monuments
and historic sltec and all reel and personal property which may be
considered to be of historic, prehistoric or archeological signifi—
cance as would Justify their (Requisition and ownership by the state*

(2) cooperate with the department in formulating and adnin-
Eetering a statewide historic cites survey under 16 U.S.C. 470-470n
(P.L. 89-665, national Historic Preservation Act of 1966>s

3) review those surveys and historic preservation plans
that may be required, and approve propertiesfor nomination to the
National Register as provided for in 16 U.S.C. 470-470n (P.L.89-665,
Hational Historic Preservation Act of 1966)]

4) provide necessary assistance to the governor and the
legislature for achieving balanced and coordinated state policies and
programs for the preservation of the state®"s historic, prehistoric and
archeological resources %

(5) eoncult with local historical district commissions
regarding the eatabllchnent of historical districts und?r AS 29.48.108
and 29.48.110 and the approval of project alterations under AS 45.98.-
040j recommend, if appropr;ate, the formulation of additional criteria
for the designation of historical districts under AS 29.48.110(b)3
approve plans for and evaluate the suitability of specific structures
for purposes of loan eligibility and continuance under the historical
property (DISTRICT) revolving loan fund (AS 45.98) \ and consult with
the Department of Commerce and Economic Development relative to the
adoption of regulation; for hiatorical property [DiSTRICT] loans under

AS 45.98. . . : V";

& i r f o~ el e fT
i < - - -
*10- f- . - - v
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See. 44.33.242. SPECIAL ACCOURT ESTABLISHED. (a) There 1e
established as a special account within the child care facility re—
volving loan fund the foreclosure expense account. This account |Is
established as a reserve from fund equity.

(b) The commissioner of commerce and economic development way
expend money credited to the foreclosure expanse account when r.eccs-
sary to protect the state ™ security laterest in collateral on loans
wade under AS 44-33{245 or to defray expenses incurred during fore-
closure proceedings after a default by an obligor.

See. 20, AS 44.33 is amended by adding a new section to rend:

: Sec. 44.33.272. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The department shall dispose of property acquired
through default or foreclosure of a loan node under AS 44.33.240 -
44 .33.275. Diupocal shall be wade 1in a wenner ".hot serves the best
Enterests of the state, end may 1include the amortization of payments
over a period of years.

Sec, 21. AS 44.81.210(a) 1is amended by adding a new paragraph to

(23) make « loon to a person, regardless of residency, if
the bo/?.rd of directors of the bank determines that the loan is neccs-
sary to preserve the value of property held by the bank as security
for a loan that was nade under (a)(l) of this section and that 18 in
default.

Sec. 21?7. AS 45.87 Ilit amended by adding a new section to readi:

Sue. 45.iB7.015., SPECIAL ACCOUNT ESTABLISHED. (a) There s

established ass a apodal account within the bulk fuel revolving loan
. /3
fund the foreclosure expense account. This account is established as
a reserve from fund equity.
ST e . £ . -
() The commissioner of commerce and economic development nay
v > if* i - /

“m “U- v m  PCS CSSB 78(Fin) .
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TICS

expend money credited to the foreclosure expense account when neces—
sary to protect the state®"s security interest in collateral on loans
isade under this chapter or to defray expense* 1incurred during fore—
closure proceedings after a default by an obligor.

See, 23. AS 45.87 1i1a amended by adding new sections to readr

Sec. 45.87.340. DISPOSAL OF PROPERTY ACQUIRED BY DEFAUI R
FORECLOSURE. The department shall dispose of property acquired
through default or foreclosure of a loan made under thie chapter.
Disposal shall be made in J manner that serves the best interests of
the state, and may include the amortisation of payments over a period
of year*.

Sec. 45.87.068. REGULATIONS. The department shall adopt regu—
lations to implement this chapter,.

Sec. 24. AS 45.88 1ip amended by adding a new section to reads

Sec. 45.88.015. SPECIAL ACCOUNT ESTABLISHED. (a) There 1is
ostsbliBhed, as a special aceount within tihe revolving Jloan fund
established under AS 45.88.010, the foreclosure expense account* This
account is established as a reserve fromfund (equity.

(b) The commissioner of commerce and economic development may
expend money credited to the lorcclosure expense account when neces-
sary to protect the state*a security interest in collateral on loans
made under AS 45.88,020 or to defray expenses incurred during fore—
closure proceedings after a default by an obligor.

See. 25. AS 45.88 is amended by adding a new section to reedi

Sec. 45.88.050. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR

r

FORECLOSURE. The Department of Commerce and Economic Development
, —J -« oV - R <
shall dispose qf property acquired thrg%gh dgfault or foreclosure of a
' ’ Yh.)gf* ' J; - * * o
loan made under thie chapter. Disposal shell be made in a manner that
- - W - z aeal y | | *r
the
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amortization of payment* over a period of years.
Sec. 26. AS 45.89 1is emended by adding a neff section to rcadt

Sec. 45.89.015. SPECIAL ACCOUNT ESTABLISHED. (a> There 1is
established as a special account within the residential energy conser—
vation fund the foreclosure expense account. This account 1is estab—
1ished as a reserve from fund equity.

(b) The commissioner may expend money credited to the foreclo—
sure expense account when necessary to protect the state"s security
Interest in collateral on leans made under AS 45.89.030 or to defray
expenses incurred during foreclosure proceedings after a default by on
qbligor.
éec. 27. AS 45.89 1is amended by adding new sections to reed:

Sec. 45.89.050. DISPOSAL OF PROPERTY ACQUIRED EY DEFAULT OR
FORECLOSURE. The department shall dispone of property acquired
éhrough default or foreclosure of a 1loan node under thie chapter.
Disposal shall be made in a manner that serves the best Interests of
the state, and may include the amortization of payments over a period
of years.

Sec. 45.89.070. PECULATIONS. The department shall adopt regu—
lations to implement this chapter.

Sec. 28. AS 45.90 is amended by adding a new section to read:

See. 45.90.015. SPECIAL ACCOUKT ESTABLISHED. (a) There 1is
established as a special account within the tourism revolving fund the
foreclosure expense account. This account is established as a reserve
from fund equity.

(b) The commissioner of commerce and economic development may
expend money ;;edited to the foreclosure expense account when neces—
sary to protect the state®"s security interest in collateral on loans

made under AS 45.90.020 or to defray expenses incurred during

- ~13- ECS CSSB 78(Fin)
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foreclosure proceeding* after n default by an obligor.
Sec. 29. AS 45.90 1is amended by adding a new section to read*

Sec. 45.90.C50, DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR
FORECLOSURE. The Department of Commerce and Economic Development
eball dispose of property acquired through default or foreclosure of a
loan made under this chapter. Disposal shall he made in a manner that
serves the best interests of the state, and nay include the amortize-
tion of payments over a period of years.

Sec. 30. AS 45.94.010 is amended to reed:

Sec. 45.94.010. "ESTABLISHMENT OF LOAH GUARANTEE FUND. The
forest products business loan guarantee fund is established 1in the
Department cf Commerce end Economic Development IREVENUES3.

Sec. 31. AS 45.94.020 1is amended to read:

Sec. 45.94.020. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM.
The department may use each (MONEY] in the fund to guarantee * loan to
a forest products business for the purpose of financing the purchase
of depreciable assets and roads that will maintain or 1increase
employment in an existing forest products business (35 PERCENT OR MORE
OF THE STOCK OR ASSETS OF A FOREST PRODUCTS BUSINESS EY, ON BEHALF OF,
OR FOR THE BENEFIT OF THE EMPLOYEES OF THAT BUSINESS], aa provided In
AS 45.94.050.

Sec. 32. AS 45.94.030 is amended to read*

Sec. 45.94.030. POWERS AND DUTIES OF THE DEPARTMENT. (a) The

department [COMMISSIONER] nay n

(@D designate agents and delegate power® necessary to
implement this chapter? k

(2) adopt regulation® to implement this chapter?

(3} make and execute contract® enq othor 1instruments to

irrplencnt thit chapter?

. . - e/ .
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4) acquire real or personal property by purchase,

fer, or foreclosure when the acquisition is necessary to protect an
interest in the fund,

(b) The department [COIFfNISSIORER) shall require that a loan
guaranteed by the fund be secured by adequate collateral, and that the
net cash flow froa the forest produces business provides adequate
coverage for the debt service on the lona. The applicant ehall pro—
vide an economic and financial feasibility analysis prepared by a firm
acceptable to the department.

(c) The department nay not make loan guarantees In excess of the
qnobligated cash in the fund.
éec- 33. AS AS.9A.050(a) 1is amended to read*

(a) The department may guarantee a loan under this chapter if

(1) the tern of the loan does not erceed 10 yearsi
(2) the loan 1is comaercicily reasonable and secured by the
real or personal property, 1inventory or accounts vreceivable of the
forest products business, or by other collateral acceptable to the
departmentt
(3) the loan 1is originated with and serviced by a state or
federally chartered financial institution! [AND)
(A) the 1loan is made to a (THE EMPLO7EES OF THE] forest
products business end
(A)~ a majority 1interest of the business is held by
Alaska residentsi
(B) the business maintains offices and operating
facilities exclusively in the otate unless the business is en~

1 - a
gaged in tho export of forest productsi

) * %

| m - ©) a majority of the employees of the business arc
- - _>
" residents of the até&ey =

-15- ECS CSSB 78(Fin)



(5) the loan will Increase or maintain production and
employment In the forest produces business and is either for
depreciable assets that will enhance the value of the product cold by
the borrower or for vroaclc to be cor,etrueted by the borrower Ip
connection with a timber and

(6) tho portion of the loan not guaranteed by the state 1Id
held by the originating financial 1inwtitution or another financial
institution approved by the ~cornnleeloner [, TO AlI? EJIiPLOYEE STOCK
OWNERSHIP TRUST, OR TO ONE OR MORE CORPORATIONS OR OTHER BUSIHESS
ASSOCIATIONS OR ENTITIES IN WHICH THE CONTROLLING INTEREST IS HELD BY
STATE RESIDENTS WHO ARE EMPLOYEES OF THE FOREST FRODUC7S BUSINESS),

* Sec} 34, AS 45.94.050(b) 1t amended to read:

) (b) The department may provide a guarantee from the fund for up
to 80 (50] percent of a loan, but nay not guarantee [LESS THAU
$5,000,090 OR] nore than $2,000,000 [$30,000,000] per borrower for
depreciable ascets that will enhance the value of the product sold by
the borrower or more then $1,000,000 per Dborrower for road
construction. The department: nay not guarantee a loan that 1is used to
refinance existing debt. At no tine nay the department hove
outstanding loan guarantees In excess of $10,000,000. The department
my not guarantee the payment of [ANNUAL] 1interest on the guaranteed
portion of a loan.

* Sec. 35. AS 45.94.050(c) 1is amended to read:
(c) Tho ratio of the guarantee to the outstanding principal of
the loan shall remain the same over the terra of the loan [AFTER A
DEF;ULT BY A BORROWER, THE 11AEMMM LIABILITY OF THE FUND ;OR AVLOAN
GUARﬁyTEE UNDER THIS CHAPTER IS EQUAL TO THE AMOUNT THEN IN DEFAULT
d ..

MULTIPLIED BY A PERCENTAGE EQUAL TO THE GUARANTEED PERCENTAGE OF THE

. ..
LOAN], Payment* received toward satisfaction of a default shall be
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