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Availability: Company size has an important influence on
funds availaole for export. Export financing is generally not
available or needed by all companies on an equal basis. Typi-
cally, smaller firms export noncapital goods and sell their
goods for cash, against a letter of credit, for terms not
exceeding 180 days. While their needs are short-term, smaller
firms and firms with little expor* experience have the greatest
difficulty in obtaining export financing. Many are not aware of
the fundamentals of export financing or of available programs.
Because of the lack of a track record, marginal financial con-
ditions, and small financing requirements, pre-shipment linanc-
ing may be particularly difficult for smaller firms. Large
firms typically find it relatively easy in comparison to small
and mid-sizea firms to arrange pre and' post shipment export
credit and services.

Another important determinant of the availability of funds is
the banking system close to the exporter. Regional banks, such
as in Alaska, may lack expertise or interest in export financing
while large international banks may have a minimum transaction
size that exceeas the needs of even medium fi'-ms. Lack of a
local office of a federal program, such as rot having an
Eximbank office in Alaska, may also inhibit use of a program.

Availability also often depends on the general state of the
economy, both domestic and foreign. When the domestic economy
is growing, banks may prefer to finance domestic items rather
than more risky foreign ousiness. In addition,when economic
conditions in an industry are poor, such as is the case of the
timber industry in Alaska, funas often dry up for the industry
most in reed.

Political and economic stability of the importing country can be
an important.factor in the availability and need for funos.
While Japan, Alaska's primary trading partner, pays cash for
many of their U.S. imports, less developed countries, many with
debt problems, typically require financing with longer terms.

Availability of financing will "also depend on whether the buyer
is a subsidiary of a U.S. company. Approximately 40:S of U.S.
exports are to overseas subsidiaries of U.S. firms. Forty-seven
percent of U.S. shiomencs to Japan were to subsidiaries. In
Alaska, Japanese ownership is important in the seafood and
timber industries.

Interest Rates: If money is borrowed to produce a product,
the interest rate will directly influence the cost of the pro-
duct. The cost of money, as measured by the interest rate, can
determine whether a product is viable or not. Likewise, once a
product is reaoy for sale, the trade credit offered may deter-
mine how easily the proauct sells.



As the international market place becomes increasingly com-
petitive, traae credit is becoming an essential sales tool.
Even when the interest rate is a small portion of the total
sales price, high rates can hurt the competitiveness of a com-
pany's product. Other countries are offering subsidized trade
credit, with long maturities, and grace periods.

There are three key criteria in evaluating interest rates: the
absolute rate; the rate relative to competing sellers; and
whether the rate is fixed or floating. Compared to other
countries, the U.S. has not been very competitive. In recent
years, U.S. interest rates, including subsidized rates of the
Eximbank, have been above those of competing nations. Further-
more, most interest rates offered by U.S. commercial banks are
offered on a floating basis at 1 to 3 percent points over prime
while many countries offer fixed rates.

Large exporters, by selling to subsidiaries rr by having better
access to financial markets in other countries, have fewer
problems with interest rates than smaller firms.

Maturity: Loans can be classed as short-term (less than
one year;, mio-term (one to five years), and long-term (more
than five years).

Short-term post-shipment financing is generally useo for agri-
cultural products, raw materials, parts, and other consumaoies.
Medium-term financing is generally used for capital equipment.
Long-term financing is generally neeoeo only foe. large projects
or multi-million dollar high technology products. Most of

Alaska's current post-shipment financing needs are short-term.

Lending Limits: Every bank or government agency sets
limits upon the amount it will lend. Limits-depend on the
financial strength of the trade pai ticipants, the intended use
of the money, the maturity, the track record of the company, the
size of the bank, the country of destination* and a host of
other factors.

Timing of Financing: Financing can be divided into two
categories: pre-smpmenc and post-shipment. Pre-shipment
finance is the financing of production facilities, stocks, and
work in progress up to the time when the goods are reaoy for
shipment. In terms of obtaining pre-shipment financing,, most
financial institutions care little whether the shipment will be
consumed domestically or in a foreign market. Because of the
risk, in terms of both the viability of the collateral and the
possibility of default, pre-shipment financing can be more



difficult, to obtain than post-shipment financing. Yet seme
industries, such as the forest industry in Alaska, are most in
need of working capital.

Post-shipment financing is easier to obtain since it is often
secured by a product or letter of credit. In terms of post-
shipment financing (not much is known how pre-export shipment
varies by product), approximately two-thirds of U.S. manu-
factured exports are paid for in cash (or less than 30 days).
Of the amount financed (1980 data), 85% is on terms less than
one year and 6% has a term of 1-5 years. The ITA estimated that
68% of food products exports, 66% of lumber products, 66% of
paper products, and 58% of chemical proaucts required seme type
of post-shipment financing. Almost all of the financing for
these products is for less than one year. The ITA estimated
that 86% of Alaska's manufactured exports had a term of less
than one year.

Form of Financing: Export financing can exist in many
forms. For example, oirect loans, loan guarantees, insurance,
tax incentives, interest rate subsidies, ano infrastructure
development can all be forms of export financing.

Degree of Coverage: Most all loans, guarantees, ano
insurance programs oo not cover 100% of the value of the ship-
ment. The Eximbank and FCIA, for example, assum many of the
risks of exporting but coverage of guarantees ano insurance is
usually less than 90%. Other programs provide much less
coverage.

Collateral Required: Some programs require real estate as
security wnile otners may be satisfied with a letter of creoit,
equipment, or partial down payment. Some programs require 100%
collateral, others more or less. Small borrowers are critical
of many commercial banks' insistence on obtaining personal
guarantees to support export borrowing.

Ease of Use: Some programs may not be used up to their
limit Decause or complex reporting requirements or distance to
program headquarters.

Speed of Response: The speed with which a program responds
to a financing request or to wnich it makes payments once docu-
ments have been approved is critical. One major complaint of
the Eximbank is slow response time.



Deosndability: Amounts, availability, terms, and con-

ditions of export financing have fluctuated in recent years. |In
attempting to establish long-term business ties, the depend-
ability of export financing is critical. Some federal programs,

such as the Eximbank, change frequently due to political con-
sideration, Recent efforts have even been aimed at elimination
many federal programs.

Repayment Schedule: Some loan programs have grace periods
while others only interest need be paid for a time.

Recipient: Some programs are designed to loan money to the
exporter while others are designed to loan money to the importer.
Some banks will make loans based on the exporters' creditworthi-
ness rather than the foreign buyers' creditworthiness. Some
programs will deal only with institutions such as bank or export
trading companies rather than individual exporters.

Cost: 8esides the interest rate, financing programs often

charge rees and premiums. These fees charged for a service can
inhibit use of a program.



APPENDIX B

B. EXISTING PRGGRAMS AVAILABLE TO FINANCE ALASKAN EXPORTS

Aside from internal financing, firms have an array of state,
federal, or private programs from which to attempt to fund
exports. These can include direct loans, guarantees, insurance,
or infrastructure assistance from federal and state governments;
loans from commercial banks; purchase of receivables from
factoring houses; or assistance from export traaing companies.
A brief description of state, federal, and private financing
programs follows:

1. State of Alaska Programs

While Alaska does not currently have a specialized export
financing facility, the state does offer several types of
financial incentives to business and industry that may directly
or indirectly benefit exporters. Incentives offered by Alaska
generally fall into three categories: loans, infrastructure
development, and tax incentives. To the extent possiole, these
are discussed below in a standard format.

LOAN PROGRAMS

As of the first quarter 1985, Alaska had outstanaing economic
development loans of about $530 million.

a. Agricultural Loan Fund

Administered bv: Alaska Department of Natural Resources

Purpose: To promote agriculture through low interest loans for
proauct processing, land clearing, chattel (livestock ana equip-
ment), farm development, and irrigation.

Eligibility; Individual farmers, homesteaders, partnerships, and
corporations who are Alaskan residents ana have farming or
related business experience.

Amount: Several types of loans are available. Loans for general
farm operations may be made up to a maximum of 5z00.CCO. Loans
up to $250,000 may be made for product processing. Lana clear-
ing loans may not exceed $250,000. Farm development, chactel,
and irrigation loans have a limit of $L million.

Repayment: Short-term loans for general farm operations may be
maae for up to one year. Loans for proauct processing have up
to 30 years to repay. Land clearing loans may not exceed 20
years. Farm development, chattel, ana irrigation loans have a
30 year maximum term.



Interest Rate: All loans currently charge an 8% interest rate.
Co llatera 1: Mortgage on real property or a security interest in
equipment.

Outstanding Loans: Currently there are 770 loans outstanding
from 270 borrowers for a total of $48 million. Of this amount,
18.5% is considered delinquent and 10.5% in default.

For further information, contact: Alaska Department of Natural
Resources, 915 South Saily, P.O. Box 2470, Palmer, Alaska 99645,
telephone: 745-7200

b. Alaska Commercial Fishing and Agricultural Bank (CFA8)

Administered by: Although established by state statute, CFAB is
a private lending cooperative, not a state agency.

Purpose: The cooperative proviaes its members with such benefits
as competitive loan rates at terms ana conaitions aesignea to
meet the neeas of the individual and the industry.

Eliaibility: Loans may be maae to members for harvesting,
marketing, or processing of fish, timber, or agriculture pro-
ducts.

Repayment: Maturity can be up to 15 years and loans can cover up
to 75%.

Interest Rates: Interest rates are determined by the periodic
sale of Farm Credit bonds in the national market ana the rates
are floated or adjusted whenever the cost to CFA8 changes.
Outstanding Loans: CFAB provides a significant share of working
capital neeas for fish processors. The timber industry, accord-
ing to the timber task force report, has experienced major
difficulties with CFAB's loan and collateral requirements. As
of 1983, CFAB had.loans of $110 million. Loan losses have been
severe for the past few years.

For further information, contact: CFAB, P.O. Box 4-2070,
Ancnorage, Alaska 99509, telephone: 276-2007.

C. Alaska Industrial Development Authority (AIDA)

Administered By: The Alaska Industrial Development Authority
(AIDA) is a puolic corporation of the state established in 1967
to promote the general economic welfare of Alaskans. AIDA has
three principal methods to provide financing. Two financing
methods involve the use of tax exempt bonds. The third involves
purchase by AIDA of federally guaranteed loans. AIDA does not
make direct loans to borrowers. It is a requirement that a
financial institution be the originator and servicer of any AIDA
loan. The Authority's operations are paid for by fees charged
to users of AIDA programs.



Bonds

'Purpose: AIDA issues two types of tax exemn.: bonas that assist
businesses in securing long-term financing for eligible capital
investments such as buildings, plants, property, ana equipment
at moderate interest rates. Through its bond programs, AIDA has
participated in funding such projects as an air cargo facility,
engine repair service, bulk fuel facility, commercial warehouse,
mini 'storage unit, shopping center, office builaing, ana manu-
facturing facility.

Eligibility: Any business entity located in Alaska.

Amount: Loans may be made for up to $10 million. Under the
umDrella program, the total loan amount cannot exceea 75% of the
lesser of the purchase price or appraised value of the asset
financed. AIDA will buy up to 90% of a loan with the lender
holding the remainder. Umbrella bonds are backed by the full
faith and credit of the Authority. Under the revenue bond
program','the loan can be up to 100% of the eligible, actual
costs. AIDA functions only as a bridge between the borrower and
Tender". The lender must agree beforehand to purchase all the
bonds. The full faith ana credit of the Authority is not
involved in these transactions.

~Repavment: Up to 25 years.

Interest Rate: Based on the cost of bond funds.

Col lateral: Collateral such as real property of a security
"interest in machinery is requirea.

Outstanding loans: As of the first quarter 1935, outstanaing
Toans'totaiea $173 million for the Umbrella Program.

~federal Guarantee Procram

Purpose: AIDA will purchase the federally guaranteed portion
(primarily SBA) of a loan approved by a lending institution. To
provide fixea-rate, long-term loans ror accounts receivables,
inventories, working capital, equipment, and some debt refinanc-
ing.

Eligibility: Any business entity meeting SBA requirements.
Amount: Up to $500,000 per borrower. Generally, these loans
have been guaranteed by the U.S. Small Business Administration.
Repayment: Negotiable

Interest Rate: Equal to the most recent index of AA corporate
bona yield average plus 1.5% on loans less than $100,000 and 1%
on loans over $100,000.

Col lateral: Negotiated by lending-institution and approved by
the SBA

Outstanaing Loans: A: of the first quarter 19S5, $54 million.

For further information, contact: AIDA, 1577 C Street, Suite
304, Ancnorage, Alaska 99501- 5177, telephone: 907-274- 1551.



d. Alaska Municipal Bond Bank Authority

Administered by: The Alaska Municipal Bond Bank Authority is a
puDlic corporation created by state law. The full faith and
credit of the state is not pledged to secure bonds issues by the
bank.

Purpose: To assist Alaskan communities with financing capital
projects such as harbors, docks, schools, and public buildings.
Eligibility Communities with a general obligation bond election
Amount: There is no maximum loan amount.

Repayment: Repayment depends on the amount and terms established
at the time of the bond sale.

Interest rates: Determined by national financial markets.

Col lateral: The Bank has first claim on funds the community
would receive from the state. In addition to a 15% reserve
established at the bond sale, the bonds are backed by the
municipality's taxing power.

Outstanding loans: As of the first quarter 1935, the Bank had 46
loans totaling $159 million.. None were delinquent or in default.

For further information, contact: The Alaska Municipal Bond Bank
Autnority, 601 west otn Ave. Suite 430, Anchorage, Alaska 99501,
telephone: 274-7366

e. Commercial Fishing Loans

Administered by: Alaska Department of Commerce and Economic
Deve iopment.

Purpose: To assist the fishing industry. Programs are avail-
able to lend money for the purchase of limited entry permits,
purchase or upgrading of vessels, and hatchery construction and
operation.

Eligibility: Depends on-the particular program. Loans can be
made to individual Alaskan residents with commercial fisning
experience; or Alaskan inaividuals or business entities that are
dependent on the fishing industry; or a qualified regional
association or private nonprofit corporation

Amount: Up to $300,000 may be borrowed to purchase a limited
entry permit. Loans up to $100,000 may be maae to individuals,
partnerships, and corporations for the purchase, repair,
restoration, or upgrading of vessels and gear. The state will
lend up to $10 million to a qualified regional association or
private nonprofit corporation for the planning, construction,
and operation of hatchery facilities.



Repayment: Up to 15 years for limited entry permits and vessel
purcnase or repair. Up to 30 years for fisneries enhancement.
Interest Rates: Loans for fisheries enhancement charge 9.5% with
no principal repayment for the first 6 to 10 years. All other
loans are 10.5%.

Col lateral: Security interest in a limited entry permit, gear,
vessel, or mortgage on hatchery.

Outstanding loans: To date, 1,744 loans totaling $31 million
have oeen issuea under the commercial fishing loan program. Of
this, 10.7% are delinquent and 1% in default. Eighty-seven
loans totaling $35 million have been made for the fisheries
enhancement loan fund. None are delinquent or in default.

For further information, contact: Alaska Department of Commerce
and Economic Development, Division of Investments, Juneau,
Alaska 99811, telephone: 907-465-2510.-

f. Mining Loan Fund

Administered bv; The Alaska Department of Commerce and Economic
Development

Purpose: To assist mineral exploration, development, or mining
Eligioilitv: The applicant(s) must be a resident of the state
ana oe aoie to estaolisn five years of exploration or mining
experience in Alaska.

Amount: Up to $5 million

Repayment: up to 15 years

Interest Rate: 10%

Collatera i: Real property, interest in mining claim, or
macmnery. Loans can not exceed exceed 75% of the appraised
collateral value.

Outstanding Balance: Since its inception in 1980, 43 loans
totaling $20 million have been made. Of this, 42% is delinquent
and 1.3% in default.

For further information, contact: Alaska Department of Commerce
ana Economic Development, Division of Investments, 675 7th Ave.,
Station A, Fairbanks, Alaska 99701, telephone: 907-452-3132.

INFRASTRUCTURE DEVELOPMENT

g. Development of Access Roads to Mineral Areas

Administered bv: Alaska Department of Natural Resources
Purpose: io neio small operators develop nonoil and aas minerals
in areas wnere mining prospects of valid commercial promise are
inaccessible to truck naulage.



Amount: The state can provide 50% or $50,000, whichever is
lower, of the road construction.

Outstanding Loans: 10 date, although the legislation is still
active, has not oeen funded. Due to the limited loan amount,
the program is not expected to be widely used.

For further information, contact: Alaska Department of ;latural
Resources, Juneau, Alasxa, telephone: 907-455-2400

h. Regional Resource Development Authorities

Under legislation passed in 1983, it is possible for local areas
to organize a Resource Development Authority for the purpose of
building roads, railroads, docks, and other transport facilities
required to support resource development activities. The
Authority has the power to borrow money ano issue oonds for the
development of facilities as well as to own ano operate

facilities. To oate, this legislation has not resulted in mucn
activity.

i Special Funding

Legislation can be passed to aid development-of a specific
project. For example, this session legislation was passea to
transfer money to the Alaska Industrial Development Authority
and to permit the Authority to issue bonds up to $175 million to
finance construction of a road and port facility for tne Rea Dog
Mine near Kotzebue, Alaska. The state also contriouted to the
building of dock facilities in Sewaro necessary for coal ship-
ments to Korea.

TAX INCENTIVES

j Special Investment Tax Credit

Administered bv: Alaska Department of Revenue

Purpose: a tax credit is availaole for development of gas pro-
cessing projects (integrated plant, facilities and ecuipment)

and for tne mining of minerals other than oil and gas. Pipe-

lines from oil and gas wells or to or from plant ana facilities
are explicitly pronioited.

Amount: For each taxable year after Oeceinoer 31, 1934, cue tax
creaits available are:
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4) 1000 on Yhe first 550 mi 1llion of qualified investment
b)  80% over 350 mill ion but less than 5100 mi 1lion
c) 70% over 3100 mil lion but less tnan $150 mi 1licn
d) 60% over 5150 mil lion but less tnan 5200 mi 11ion
e) 40% over 5250 mil lion but less than 5250 mi 1l ion

For further information, contact: Alaska Department of Revenue,
Pouch SA, Juneau, Alaska 99311, telephone: 907-465-2300.

2. Federal Programs

Listed below are some of the major federal programs that can be
used directly or indirectly to finance exports of U.S. procucts.

a. Agency for International Development (AID)

Administered bv: Agency for International Development (AID)
Purpose: aiD aoministers U.S. foreign economic assistance
programs to less developed countries on concessionary terms.
Elioibility: Foreign governments, including mixed private and
puDiic entities.

Amount: Appropriations for this agency exceeded $5 oil lien in
Fy ‘83.

Repayment: Foreign governments can receive 40 year loans with a
ten year grace period.

Interest Rates: Interest rates are 2" during the grace period
ana 3% tnerearter.

Supported Exports: In FY '83, AID supported procurement of SI.5
billion in U.S. goods.

For further information, contact: AID, Wasninqton, D.C. 20523.
202-632-0482.

b.  ANILCA 705 (b)

This is a $ million revolving loan fund for equipment. The-
program is pending U.S. congressional funding.

C. Commodity Credit Corp. (CCC)

Administered bv: The CCC is a quasi-government corporation set
up Dy tne U.S. Department of Agriculture

Purpose: The CCC has tnree programs that provide for short-term
financing (less than 36 months) of U.S. agricultural commodities
(including some forest products).
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EliaiPility: Agricultural and timber products. Financing is
inrluencea oy the importing country.

Amount: Approximately $5 billion was appropriated to these
programs in FY '33.

Repayment: Maximum financing period is 36 months

interest Rates: Either negotiable or set at commercial rates

For further information, contact CCC Operating Division, Export
Creaits, Foreign Agricultural Service, U.S. Department of Agri-
culture, Washington, D.C., telephone: 202-447-3224

d. Department of Housing and Urban Development

This program, administered by the Alaska Department of Community
and Regional Affairs, offers community development block grants
through a competitive bid process for utilities, housing, and
economic development.

For more information, contact the Alaska Department of Community
ano Regional Affairs, 907-465-4700

e. Export-Import Bank (EximDank)

The Eximbank is a U.S. agency created in 1934 that facilitates
expansion of U.S. exports, which would not otherwise occur,
through credit supports in the form of loans, guarantees, and
insurance. This assistance may, for example, be needed wnere
commercial banks hesitate to make loans because of hign risk of
nonpayment; the length of financial terms needed; or to match
foreign government subsidies (as a recent example, the 5/29/35
Wall Street Journal reported that the Japanese won a contract to
build the fifth largest_bridge in the world in Turkey by bidding
5100 million less than the nearest competitor and by offering
5205 in Japanese government loans, at 5% interest, repayable
over 25 years, with no payments for the first seven years). In
FY '83, the Eximbank supported procurement of 510.3 billion of
U.S. goods. Since its creation, the Eximbank has supported over
5160 billion in exports and paid the U.S. treasury more than 51
billion in dividends. Only three Alaskan companies are cur-
rently using tne Eximbank's services.

There is an inherent conflict between the bank's mandate for
both self-sufficency and subsidization. Until FY '32, the
Eximoanx naa oeen self-sufficient. As world markets nave become
more comoetitive, the Eximbank has been forced to subsidize U.S.
exports and operate in the red. Since its rate of lending is
currently less than the funds it obtains from the Federal
Financing Bank, deficits are now all that are expected in the
foreseeaole future. Deficits, combined with the fact that much
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of Eximbank's funding is directed to financing large, profitable
companies, have resulted in the Eximbank becoming a center or
controversy, with both Presidents Carter and Reagen alternating
to reduce the bank's funding levels. The Eximbank's charter
must be renewed every five years (the next being 9/38).

The Eximbank acts in conjunction with the Foreign Credit
Insurance Association (FCIA), which was formed in 1951, and con-
sists of many of the U.S.'s top insurance companies. FCIA
insures repayment of export credit against nonpayment due to
political or commercial causes such as deteriorating economic
conditions, bad management, devaluations, fires, floods, or con-
fiscation of assets. In FY '83, FCIA supported procurement of
57.5 billion of U.S. goods.

The Eximbank also operates in conjunction with the Private
Export Funding Corporation (PEFCO), a-private corporation con-
sisting of commercial banks, industrial companies, and invest-
ment banks that participate in export financing.

The importance of U.S. federal export assistance declined
between 1975 and 1982. In 1932, the Eximbank's loans and
guarantee authorizations were $4.3 billion or 2% of U.S.
exports. This is down from FY '75, when Eximbank's loan and
authorizations totaled $5.4 billion or 5% of U.S. exports. FCIA
insurance authorizations changed from 52.9 billion or 2.7% of
U.S. exports in FY '75 to $5.1 billion or 2.4% of U.S. exports
in FY '82. Considering all programs, the U.S. government
covered 7.3% of exports in 1982 compared with 9.4% in 1975.
Private groups have taken up the slack. In general, the
Eximbank offers a more limited set of export suoports than most
other major trading countries.

Eximbank typically is of most benefit to large-siz d exporters
of manufactured goods, equipment, and heavy capital goods that
need fixed rate financing for 5 to 12 years' maturity. In 1981,
only 1% of Eximbank direct loans and 22% of FCIA insurance were
to small firms. A special effort is being made to aid small
businesses. By 1985, the Eximbank will set-aside 10% of its
lending authority for-small businesses. To date, however,
Eximbank's programs intended for smaller businesses have not
been widely used. The Eximbank, however, does have a small
business advisory service to provide information on the avail-
ability ana use of export credit insurance, guarantees, loans,
and foreign bank creaits.

The Eximoank has entered into master guarantee agreements with
hundreds of U.S. banks. When a bank has completed a number of
satisfactory export transactions, Eximbank will consider extend-
ing delegated authority, subject to prescribed conditions,
enaoling the bank to commit Eximoank to guarantee specific
transactions without prior Eximbank approval.



The Eximbank identifies fifteen programs which are of interest
to exporters. These vary by eligible procjjcts, applicant eligi-
bility, coverage, collateral required, time frame, recipient,
premium, ana buyer cash payments. Some of the programs, how-
ever, are difficult to distinguish from other programs in the
level of detail presented below. A more detailed description of
each program is outsiae the scope of this overview.

Insurance Programs:

FCIA New-to-Export Insurance Policy

Purpose: This program provides a one-year policy insuring
a_ga:(inst political and commercial short-term export credit sales
risk.

Eliaibility: Firms that are just beginning to export or have an
average annual export sales volume of less than 5750,000 for the
past two years. Only exports of consumaoles, raw materials,
spare parts, agricultural commodities, and consumer auraoles are
eligiole.

Amount: 100% of political risk; 95% of commercial risx; interest
up to U.S. Treasury rate plus 1%.

Repayment: The usual term for covered shipments is 130 days.
Casn Payment: None

Premium: Tne premium typically costs from .25% to 1.00% of the
sales value or a minimum of 5500.

FCIA Umbrella Insurance Policy

Purpose: This policy protects exporters that had average annual
export credit sales of less than 52 million in the past two
years against a foreign buyer's failure to pay for goods or
services for political or commercial reasons.

Eligibility: Any entity capable of administering a policy (for
example, Danks, export companies, insurance brokers, and trade
organizations) on behalf of multiple exporters is eligible.
Only exports of consumables, raw materials, spare pares, agri-
cultural commoaities, and consumer durables are eligible.
Amount: 100% of political risk; 90% of commercial risk; interest
up to U.S. Treasury rate plus 1%.-

Reoayment: The usual term for covered shipments is 130 days.
Casn Payment: None

Premium: From .25% to 1.00% of the sales value or a minimum of
55U0.
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FCIA Short Tern Insurance Policy

Purpose: Provides a one-year policy insuring all eligible short-
term export credit sales.

Eligibility: Exporters or financial institutions. Only exports
of consumaoles, raw materials, spare parts, agricultural com
modities, and consumer durables are eligible.

Amount: 100% of political risk; 90% of commercial risk; interest
up to U.S. Treasury rate plus 1%.-

Reoayment: The usual term for covered shipments is 130 days.
Casn Payment: None

Premium: Premiums are determined on a case specific basis.

FCIA Medium Term Insurance Policy

Purpose: Policy insures a single buyer for individual medium-
term export credit sales against political and commercial risk.
Elioibilitv: Exporters or financial institutions; capital equip-
ment or services

Amount: 100% of political risk; 90% of commercial risk; interest
up to U.S. Treasury rate plus 1%.

Repayment: Between two and seven years

Casn Payment: 15% at shipment

Premium: Premiums vary from 1% to 6.5% of the export receivable
depending on the term and nature of the buyer.

FCIA Comoined Short-ierm/Medium-Term Insurance Policv

Purpose: The policy is designed to provide commercial and
political risk protection for repetitive export sales of capital
equipment to dealers or distributors. Policy provides insurance
for short-term inventory financing followed by medium-term
coverage for receivables.

Elioibility: Exporters or financial institutions; capital equip-
ment

Amount: 100% of political risk; 90% of commercial risk; interest
up to U.S. Treasury rate plus 1%.

Repayment: Up to 270 days for short-term inventory financing; up
to tnree years for recaivaoles.

Cash Payment: None for snort-term; 15% when rolled over to
medium-term;

Premium: Depending on tne buyer, the premium can vary from 1.25%
t0 0<0e



FCIA Master |Insurance Policy

Purpose: This policy protects against short-term and medium-term
political and commercial risks.

Flioibility: Sizeable exporters; all products

Amount: [UU% of political risk; 90% of commercial risk; interest
up to U.S. Treasury rate plus 1%.

Repayment: Up to 180 days for short-term sales; from two to
seven years for medium term sales

Cash Payment: A 15% cash payment is required on medium term
coverage.

Premium: Fees are variable depending on the specific situation.

Loan Guarantee Programs:

Eximbank Workina Capital Guarantee Proaram

Purpose: To provide exporters with access to working capital
loans from commercial banks. Loans may be used to purcnase
materials, products, services, and labor for production of goods
or services for current or future export sales. Loan funcs may
also be used for foreign business development. The guarantee
can be for a single export related loan or for a revolving line
of credit.

Eliaibility: Creditworthy small and medium-sized businesses; All
products ano services. |If an exporter qualifies as a small
business, it is possible to comoine S8A and Eximbank guarantees.
Amount: The Eximbank protects the commercial ban., against
default by the exporter: 90% of the principal;, up to tne U.S.
Treasury rate plus 1%;

Repayment: up to *12 months

Casn Payment: None

Premium: A fee of 1% is charged for the first six months and .5%
for eacn additional six months.

Eximbank Medium Term Bank Guarantee Proaram

Purpose: This program provides commercial banks with medium term
export financing guarantees for export financing to individual
foreign buyers.

Eliaibility: Approved commercial banks in U.S.; capital eauip-
inent ana services.

Amount: 100% of political risk; variable commercial risk;
treasury rate plus 1%;

Repayment:. two to seven years

Casn Hayment: 15% at shipment

Premium: Premium vary from 1% to 6.5%



Eximbank Financial Guarantee

Purpose: To guarantee export financing extended to foreicn
buyers. Guarantees are often blenoed with direct loans to
provide a complete financing package.

Elioibility: Domestic or foreign financial institutions for
major projects or procurement. Major project or major procure-
ment.

Amount: 100% commercial and political risk protection; treasury
rate plus 1%

Repayment: five to 10 years

Casn Payment: 15% at shipment

Premium: Fees include .5% per year on .the outstanding balance
ana a .125% fee on the undisbursed balance.

Funding or Financing

Eximbank Small Business Credit Proaram

Purpose: To enaole U.S. banks to offer medium-term fixed race
exporc loans at the lowest possible rates. Banks can Dorrcw
from the Eximoank at 1% below the rate on the export loan.
Eligibility: Approved U.S. banks financing small business
exports; capital equipment and services produced by small ausi-
nesses

Amount: maximum value is $2.5 million per transaction. Out-
standing balance of the export loan

Repayment: two to seven years

Interest Rates: Minimum interest rates depend on whether the
importing country is classed as rich, intermediate, or poor.
Cash Payment: A 15% cash payment is required at shipment.
Premium: Depending on the term of the loan, the premium varies
from . 15% to . 75%.

Eximbank Medium-Term Credit Proaram

Purpose: To help exporters that face officially supported sub-
sidized foreign competition.

Eligibility: Commercial batiks; capital equipment and services;
exporters tnat face subsidized competition.

Amount: Outstanding balance of the export loan. Maximum value
is PIU million per transaction.

Repayment: two to seven years

Interest Rates: Minimum interest rates depend on wnether the
importing country is'Classed as ricn, intermediate, or poor.
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Cash Payment: 15% at shipment
Premium: Depending on the term of the loan, the premium varies
from .i5% to .75%.

Eximbank Direct Loan

Purpose: To make available long-term, fixed rate loans for
export sales facing officially supported foreign comoetition
Eliaibilitv: Creditworthy foreign buyers for major projects or
procurement

Amount: Up to 55% of the export value

Repayment: Repayment can take from five to 10 years.

Interest Rates: The interest rate varies with the status (rich,
intermediate, poor) of the borrower's country.

Cash Payment: A 15% cash commitment is required from the bor-
rower .

Premium: The Eximbank charges the borrower a 2% fee when the
loan is approved and a .5% annual commitment fee on the undis-
bursed balance.

Eroineerina Multiplier Procram

Purpose: Provides medium-term fixed interest rate direct loans.
This service helps U.S. architectural and engineering firms win
foreign contracts.

Eligibility: Creditworthy foreign borrowers for project related
feasiDility studies and pre-construction design.and engineering
services. It is required that the project have the potential
for procurement of U.S. equipment and services of $10 million.
Amount: Up to $10 million

Repayment: Varies from two to five years

Interest Rates: Varies with the status (rich, intermediate,
poorj or the. oorrowerls country.

Cash Payment: 15% cash commitment is required from the borrower
Premium: The Eximbank charges the borrower a 2% fee when the
Joan is approved and a .5% annual commitment fee on the undis-
bursed balance.

Private Export Funding Corppration (PEFCO)

Purpose: PEFCO provides financial institutions, U.S. exporters,
or creditworthy foreign buyers with medium and long-term fixed
interest loans guaranteed by the Eximoank for major projects and
procurement.

Elioibility: Financial institutions, U.S. exporters, and credit-
wortny roreign buyers. Financing is for major projects or pro-
curements sucn as jet. aircraft, railroads, steel mills.



Amount: Loans are typically greater than $1 million.

Repayment: The loan is made for five to 10 years

Interest Rates: usually averages 1% to 2% over comparable rates
for U.S. treasury obligations.

Cash Payment: A 15% cash payment is required at shipment.
Premium: [l .5% per annum fee is charged on the undisbursed loan
balance."

Other Programs:
Eximbank Preliminary Commitment

Purpose: The Eximbank details in advance of a particular trans-
action the terms and conditions for direct loans/financial
guarantee support. This enables the participants to estaolish
te.nms_gf financing for more effective planning or marketing.
The commitment is generally.valid for 180 days.

Elioibilitv: The program is intended for major projects or pro-
curements. Eligible applicants for this program include pro-
spective borrower, exporter, or financial institution.

For further information on Eximbank programs, contact: Export-
Import danx of tne U.S., 311 Vermont Ave., N.W., Washington,
D.C._20571, telepnone: 202 555-8990.

f. Farmers Home Administration (FmHA]

Administered by: The Farmers Home Administration (FmHA), USDA.
Purpose: To create and maintain employment in rural communities
Eligioility: FmHA requires a local lender to be the leao lender.
FmHrt can guarantee loans for any type of business activity, in
rural areas or communities of 50,000 or less population, except
any tourist, recreation or amusement facility.

Amount: The FnHA provides loan guarantees from $500,C00 to
$10,QU0,000. FmHA guarantees the lenuer for a maximum of 90% of
principal and interest.

Repayments: Maximum maturity is 30 years of land, buildings, and
permanent fixtures; 15 years for machinery; and seven years for
working capital.

Interest Rate: The interest rate may be either fixed.or variople
Co llateral: These loans are generally secured by real property

For more information, contact the Farmers Home Administration,
Palmer, nlasxa, telephone: 907-745-2175



g. Federal Job Training Partnership Act

This act is administered by the Alaska Department of Community
and Regional Affairs and can cover 50% of a qualified employee's
salary for up to six months.

For further information, contact the Alaska Department of
Community ano Regional Affairs, telephone: 907-465-4700

h. Federal Land Bank (FLB)

Administered by: A federally chartered private institution that
iS memoer ownea.

Purpose: To make loans to the fishing and agriculture (Including
timoer; industries

Eligibility: All aspects of timber production and agriculture.
Because tne state has subsidized agricultural loans, the FL3 has
a difficult time competing. The FLB recently stopped making
loans to the timber industry in Alaska due to its belief that
the economics viere poor and the risk too high. The FLB will
also make loans to fishermen.

Amount: The FL8 provides direct loans of up to $30,000,000
Repayments: Up to 30 years

Interest Rate: Loans are currently over 12%.

Col lateral™: Toans are secured by fee ownership in real estate
ana tne improvements thereon.

For more information, contact, Federal Land Bank, Palmer, AK,
telepnone: 907-745-3390

i Foreign Sales Corporations (FSC)

Eliaibility: An FSC is a corporation set upin a foreign country
or U.S. possession other than Puerto Rico. FSC can beformed by
manufacturers, nonmanufacturers, ana export grouDS.

Amount: An FSC can obtain a corporate tax exemption on a portion
of earnings generated by the sale or lease of export'property
with at least 50% U.S. content ana some services.
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j- National Oceanic and Atmospheric Administration (NOAA)

Administered by: U.S. Department of Commerce

Purpose: NOAA administers two programs of interest to fishermen.
The first, called the fisheries obligation program, makes long-
term financing available to the U.S. fishing industry by provid-
ing U.S. government guarantees of repayment. NOAA also admini-
sters a program, the Capital Construction Fund (CCF), whicn
enables fishermen to construct, reconstruct, or acquire fishing
vessels with before tax rather than after tax dollars. This is
done by allowing fisnermen to defer payment of Federal tax. In
effect, the government provides an interest free loan.

El icp'bility: The guarantee is for financing of fishing vessels
ana fisnenes shoreside facilities.

Amount: There is a guarantee limit of.87%.

Repayment's: Maximum maturity is 25 years or the useful life of
the item peing financed.

For~TuftTier information, contact: National Marine Fisneries
Service, Regional Financial Service Division, 1700 Westlake
Ave., North, Seattle, Washington 98109, telephone: 205-442-5532

k. Overseas Private Investment Corooration (CPIC)

Purpose: OPIC offers political risk insurance, loan guarantees,
ana airect loans to encourage U.S. investment in developing
countries.

Eligibility: U.S. citizens or corporations expcrting to friendly
LDC .

Amount: OPIC will make loans from $100,000 to $ million. These
loans are primarily for small businesses. In FY'83, $25 mil-
lion had been loaned. In FY '83, OPIC had $5.5 billion of out-
standing insurance. Insurance coverage is for 90% of the total
investment cost. Loan guarantees can range from $1 million to
$50 million ana all sized companies are eligible. In FY 'S3,
$156 million was guaranteed..

Premiums: Rates for insurance are .3% for inconvertibility, .6%
for expropriation, and .75% for war. OPIC's fee for loan
guarantees ranges from 1.75% to 2.5% per year ontne outstanding
guaranteed amount.

For further information, contact: Overseas Private Investment
Corporation, il29 auUtn St., N.W. Washington, D.C. 20527, tele-
phone: 202-653-2800.



1. The Small Easiness Administration (SBA)

The SBA has three loan programs that are of interest to
exporters. All three programs have similar eligibility require-
ments, interest rates, and premiums.

Eligibility: To qualify, a firm must be classed as small under
S6A definitions, be independently owned and operated, and not be
dominant in the field. The applicant must show an ability to
repay the loan from earnings and that funds are not available on
rta:nnable terms from private sources.

Interest Rates: Interest rates, while set by the lending bank,
may not exceea 2.25% over the prime rate for loans with a
maturity of less than seven years and 2.75% on loans with
maturity of more than seven years.

Premiums: The SBA charges a guarantee'fee of .25% on loans of
less tnan 12 months and 1% on loans for more than one year.

Regular Business Loan Guarantee Proaram:

Purpose: Provides financing for the establishment, operation,
or expansion of a small business.

Amount: The SBA can guarantee 90% of a bank line of credit up to
$500,000. In FY '84, the SBA guaranteed about 17,000 loans
averaging about $150,000 each.

Repayments: Maximum 25 years. Working capital loans are
generally limited to seven years.

Export Revolving Line of Credit Guarantee Proaram (ERLC)

Administration: Applications for this loan are filed with the
bank, whicn in turn dais with the SBA.

Purpose: Provides pre-export financing for the manufacture or
purcnase of goods for sale to foreign markets.

Eligibility: Loan proceeds may not be used to purchase fixed
assets, equipment, or to repay-debt.

Amount: In FY '84, 31 of these loans were guaranteed by the SBA
witn an average value of $287,000.

Repayments: Maximum maturity of this loan is 18 montns.

EM-IM/S3A Cooperative Procram

Administered bv: Done in cooperation with the Eximbank
Amount: Between $200,000 and $1,000,000
Repayments: Maximum maturity is 18 months.



For further information on SBA programs, contact: Small Business
Administration, 701 C Street, Anchorage, Alaska, telephone:
907-271-4022.

m. Trade and Development Program (TDP)

Administered by: International Development Cooperation Agency
Purpose: TDP promotes economic development in middle income
developing countries by financing planning services for develop-
mental projects leading to U.S. exports.

Elioibility: "Friendly" developing countries planning sub-
stantial procurement of foreign goods. Must show that a com
petitor is being assisted by its government.

Amount: In FY '85, appropriations by Congress were $21 million.
As a rule of thumo, TOP expects resulting exports to oe 75 to
100 times the amount of TDP -funding.

Repayments: Reimoursaple grants on cost-sharing basis for
activities proposed by investing firms.

For further information, contact: Trade ana Development program,
International Development Cooperation Agency, Wasninotcn, QAC.
20523, telepnone: 202-235-3653

14. Trade Adjustment Assistance Program

Administered by: U.S. Department of Commerce

Purpose: Offers technical and financial assistance to domestic
manufacturers that have been adversely affected by foreign
import competition. Marketing, product development, diversifi-
cation, computer systems, and export promotion assistance may be
given.

Amount: The program can make both direct loans (up to $1 mil-
lion) and loan guarantees (up to 90% and up to S3 million).

For further information. Contact, Office of Traae Adjustment
Assistance, International Trade Administration, U.S. Department
of Commerce, Room 4004, Washington, D.C. 20230, telepnone:

202- 377-4031
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3. International Programs

Many international organizations finance trade. Listed below
are a few:

a. African Development 8ank Group (AFD8 & AFDF)

The AFDF promotes the economic development of least develooed
member countries by making long-term loans on concessionary
terms. The bank's activities supported U.S. exports of $14 mil-
lion in 1982. U.S. exporters can compete in the competitive
bidding process.

For further information, contact: African Development Bank, 8.P.
NO. 1387, Abiojan, Ivory Coast.

b. Asian Development Bank (ADB)

The ADB promotes economic development in developing Asian
countries through conventional and concessional long-term loans,
tecnnical assistance, and investment promotion. In FY '34, this
bank's activities supported $75 million of U.S. exports. In
order to participate, exporters must compete in a bidding pro-
cess restricted to contributing countries.

For further information, contact: Asian Oe>elopment Sank, P.O.
Box 769, Mamia 2600, Republic of Philippines.

C. Inter-American Development Bank (IDS)

The IDS has several programs that accelerate the development
process in member countries by providing long-term loans on con-
ventional and concessional terms. In 1933, loans totaled $1.4
billion. The IDB's loan contracts provide for competitive
public bidding from member countries.

For further information, contact: Inter-American Develocment
Banx, 603 17til St., flw, Washington, D.C. 20577, 202-634-3044.

d. World 3ank

Procurement based on World 3ank financing is open to inter-

national competitive bidd’'ng to all suppliers and contractors
from member countries? U S. businesses can be placed on tne
Bank's mailing list to be informed of project loan aoprovals.
Three of the World Bank's programs are discussed below.
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International Bank for Reconstruction and Develcement |[IBRD

The IBRD promotes economic development of member countries by
extending loans on conventional terms for specific hign priority
projects. Total borrowing through FY ’84 were $10 billion.
Interest rates are currently 9.9% per year, but are subject to
guarterly revisions. There is also a front end fee of .25%.
Most loans run from 20 to 25 years.

International Development Association (IDA)

IDA promotes the economic development of less developed member
countries by making credits on concessionary terms. In FY '34,
$4 billion credits were given. Loans are available to memoer
countries with- per capita GNP less than $725. No interest is
charged, but there is a .75% yearly fee and a .5% fee on tne
unaisbursea balance. Maturities are for 50 years including a
ten year grace period.

International Finance Corporation IFC

The IFC encourages growth of productive private enterprises in
developing countries by extending loans, equity, ano acting as a
catalyst for outside financing. In FY '84, 62 investment
commitments were made valued at $536 million. Interest rates
are market based. Loans are usually for a period of 7-12 years.

For further information, contact: World Bank, 1813 H St. NW
Washington D.C. 20433, -telephone: 202-477-1234

4. Private Financing Sources

The first source of private financing is the company's own
equity or personal savings. After this, there are several
private institutions wn'icn can provide export financing. These
are discussed oriefly below.



a. Private Banks

Commercial banks provide the bulk of U.S. export financing.
Banks can help finance the production, storage, and shipment of
product as well as extend credit to foreign buyers. Not all
Alaskan banks are engaged in export financing. National Sank of
Alaska and the Alaska Pacific Bancorporation are believed to be
the two biggest. In addition to commercial banks, credit
unions, savings and loans, mutual savings banks, insurance com-
pan_ies.,I and pension funds are also potential sources of private
capi tal.

b. Factorina Houses

In addition to banks, factoring houses can al' provide financ-
ing. These firms purchase accounts receivable with immediate
payment and assume full risk and responsioility for their col-
lection. The buyer pays the factoring house directly.

Generally these organizations, many of which are subsidiaries of
banks, charge 2-4% of the product value as a fee, but negate tne
need to purchase insurance.

C. Exoort Trading Companies (ETC)

ETC's are made possible by the 1982 Export Trading Act.
Althougn at least 50 trading firms have been createo as a result
of the act, not much new export business has been created.
There are basically four types of ETC's: bank affiliated; com
panies receiving Commerce Department antitrust certifications;
state and local governments; and major corporations.

The primary advantage of an ETC for the exporter is that the
selling process involves only a domestic transaction. ETC's
assume the risks associated with international trade by taking
title to goods domestically and handling export operations for
the business owner. ETC's enjoy economies of scale and low per
unit costs due to large export volumes through established net-
works of overseas offices, transportation, insurance, and ware-
houses.

Export trading companies can receive guarantees from the
Eximbank. Alaska Mutual Bancorporation and Sealaska recently
formed an export trading company. The New York-New Jersey Port
Authority and the Virgina Port Authority are the only two
government ETC's that are operational lhe NY-NJ ETC sells on
behalf of clients, performs market research, sends market
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specialists overseas, and helps with documentation and shipping.
Clients are not charged until sales result. The NY-NJ also has
insurance ana loan programs. The Virgina ETC does not sell, but
provides market research, arranges insurance, ana assists in
proauct design.

For further information, contact the U.S. Department of
Commerce, International Trade Administration, | fice of Export
Trading Company Affairs, telephone: 202-377-5".1

d. Export Management Companies (EMC)

An export management company can be a source of financing on a
limited basis for a negotiable fee. When EMC's provide financ-
ing, they usually become responsible for collection as well,
thus reducing the exporter's credit risk.

For more information, contact the National Association of Export
Companies, teiepnone: 212-561-2025

e. Joint Ventures

Joining forces with foreign companies can provide the
double advantage of financing and access to markets. The
timoer, seafood, and mining industries in Alaska have grown
througn joint venture or outrignt foreign ownersnip.

f. Venture Capital

Capital for new exiting businesses is sometimes available from
venture capitalists. This source of financing may be especially
important for the mining industry.
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APPENDIX C

C. APPARENT GAPS AND BOTTLENECKS

1. Generic Assessment

Due to the matrix of existing financial programs, the number of
criteria that must be examined, and the different types of
financing needed, it is difficult to determine whether in fact
there is a lack of available export financing in a cell of the
matrix. If one believes in the free market, there will be
basically three reasons for an absence of financing in a given
situation: lack of profit potential, not enough available
capital, or too much risk. A financing shortage would exist if
there are profitable situations for which no financing could be
found.

The private sector, and to a much lesser degree, the Federal
Government are meeting most of the financing requirements of
exporters on terms that are generally competitive with other
supplier nations. As a means of putting the subject of gaps and
bottlenecks in perspective, the following quote from "How to
Finance Your Company" (24) is presented:

"There is far too much unsubstantiated'talk about the
‘deficiencies' of the capital market. . . . most of the so-
called 'gaps' are a myth. True, there are thousands of com-
panies which seem unable to find the finance they think they
ought to be able to find, but many of them are denied for gooa
reasons. Banks, insurance companies, pension funas and other
financial institutions are entrusted with the community's

savings; and those savings ought not to be exposed to undue
risks.

the biggest 'gap' is the knowledge gap; the ignorance
of the would-be borrower of the way the capital market works; of
how to present a case;. "

Nonetheless, based on the previous discussion, the Alaska Timber
Task Force Report, and a recent study by the International Trade
Administration, several possible gaps and bottlenecks can be
identified in existing funding mechanisms which mignt inhibit
exports.

o] Many small and medium-sized firms have a very low
awareness of feaeral export finance programs due, in

part, to a lack of local agencies to help them use
these programs.



0 Many smaller firms appear to have difficulty arranging
both pre-shipment and post-shipment financing cue to
commercial banks' concerns about their creoitwortni-
ness or the lack of profit in small transactions.

0 Banks that provide export financing typically set a
high minimum transaction size requirement whicn dis-
gualifies many small exporters.

o] Many firms that are sma.ll or new to exports are dis-
couraged from obtaining credit insurance because of
the complexity and cost of doing business with the
Federal Credit Insurance Association and the unavail-
ability of private credit insurance for smaller trans-
actions.

o] Sufficient short and mid term capital in the timber
industry is difficult to obtain even when contracts
for the sale of proaucts have been signed.

o] Collateral required by financial institutions is often
unattainable in the timoer industry. Funas are even
difficult to obtain when contracts have been signed
with foreign purchasers.

o] Commercial banks do not typically offer fixed rate
long-term financing. To be competitive, financing
must often match that offered by competitors.

o] There is a limited amount of fixed rate medium-term
financing available at competitive interest rates.

o] Several possible shortcomings of the Eximbank.were
identified: lack of an efficient delivery system;
excessive paper work; long turn around; hign cost;
restrictive eligibility requirements; low profits for
banks for small transactions; emphasis on large firms;

N

Special Needs of Alaskan Firms

Of the $591 million of direct export of Alaskan manufactured
goods in 1981, the ITA estimated that 41% received some post-
shinment financing. Almost all the post-shipment export financ-
ing is short-term. Interestingly enough, their estimates showed
that Alaskan companies did not make use of any feaeral programs;
all credit was extended by private institutions. The percentage
of loans financed by Alaskan banks as opposed to out of state
banks is not known.



A possible explanation for the nonexploitation of feaeral
programs is ITA's finding of a correlation between the nearness
of a finance office and tne extent to which offices are usea.
Other possible explanations are: lack of awareness of federal
programs and adequate private lending services.

A particular company's financing needs will depend on comoany
size, product, labor requirements, age of facilities, markets,
methods of payment, management skill, current financial
position, and a host of other variables. The adequacy of the
financing will depend on the amount, maturity, repayment
schedule, interest rate, and security required. The following
is a brief discussion of the special financing needs of several
of Alaska's resource industries.

Timber Industry

The 19S4 Timber Task Report dealt in detail with the issue of
financing of timber operations. The findings and recom-
mendations are worth summarizing here.

Several factors characterize the timber industry's financing
needs:

o] the industry is seasonal; large sums of working
capital are needed for start-up eacn season;

o] much of the short-term funding needs are not obtain-
able by financing from banxs;

o] large capital outlays for harvesting operations are
needed to harvest timber; these have a recovery period
of from one to five years;

o] some of the assets in a timber operation are so site
specific they nave little collateral value;

o] long-term (more th<jn”5 years) financing is neeaed for
production ano conversion facilities.

The timber industry has traditionally secured financing through
private mechanisms. Small operators have gotten started using a
combination of personal assets, purcnasers' advances, traae
financing, and small operating lines from banks. Larce firms
have either built equity or have been backed by large firms.
Private financial institutions have, in most instances, provided
long-term capital to meet the needs of large operators. Suffic-
ient working capital, however, has not been as available from
private sources due to the downturn in the industry, inherent
riskiness of timber operations and the low loan limits of
Alaskan banks.
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Thp Governor's timber task force identified their criteria for
adequate financing of the timber industry. These are worth
summarizing here:

Amount Financing must be available up to $1.5-52 million
for the short-term, $4-15 million (mid-term), and
from $20 to $250 million for the long-term.

- -Term The term must be consistent with the time neces-
sary to amortize the investment.

Repayment schedule:

1 Deiayea repayment is necessary in many instances
for mid and long-term financing due to the time
lag between investment-and sales. Lenoers must
often be willing to defer payment during hard

Qe times. Refinancing may also be necessary to
allow restructuring.

Interest Rates
Interest rates must be competitive despite
- — Alaska's remoteness and marginally secured
security.

Security Assets of Alaskan operators are often not
sufficient, by traditional standards of liquidity
and transferability, to secure loans. Loan
guarantees are important to overcome t.nis.

The task force recommenced that the state consider estaolisning
an export-import bank for the purpose of translating purchaser
commitments into funds for production.

Fisheries

Seafood companies are generally able to secure sufficient work-
ing capital and long-term financing from commercial banks.
These loans typically range from $100,000 to several million.
Many seafood processors have headquarters in Seattle and hence
use Seattle banks. Because the seafood trace has sucn a long
tradition, the system for export financing is generally in place.
Most payments for seafood exports are maoe thrcugn a letter of
credit, casn, or open account. Hence the exporter receives pay-
ment soon after snipment. It is also not uncommon for exporters
to receive cash advances from importers in addition to an
assured price. The sentiment in the seafood induscry seems to
be that ifthe state got involved with export financing it would
be dealing with the financially weak and risky firms.The state
mignt be able to improve competitiveness by subsidizing loans
sucn as the linked deposit program in Ohio. State guarantees
mignt be nelpful for young businesses that are not considered
creai twortny.
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Minina

The biggest financial needs for the mining industry appear to be
for start-up costs. The needs can perhaps be better defined as
for venture capital as opposed to export financing.
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APPENDIX Q

D. PROPOSALS AND PROGRAMS OF OTHER STATES

In the past few years, states have dramatically increased their
activities in foreign trade in order to strengthen state
economies, provide jobs, increase tax revenues, and exploit
opportunities overseas. Most state programs provide market
research, overseas trade missions, sister/state relationships,
trade fairs, counseling, overseas offices, and developing trade
leads.

1. Summary of State Programs

According to estimates by First Washington Associates, a private
consulting group, 19 states have passed legislation for export
finance programs and another seven have legislation pending.
Programs range from financing working capital to providing
export insurance and are geared to promote exports from small
and medium sized businesses.

Most state programs arc administered by a Department of Eccnoinic
Development (or entity with a similar function). Most states
work in cooperation with the U.S. International Trade
Administration and the Small Business Administration located in
their states. Several activities are common to most states:
catalog shows, trade missions, trade fairs, referral services,
workshops, and overseas offices. Export finance programs are
generally supported through bond sales, direct appropriations,
or cash deposits. Aside from these similarities, export finance
programs vary widely on details such as percentage guaranteed,
fees charged, and loan limits.

Based on an October 1984 report published by the U.S. Small
Business Administration, telephone calls to several states, and
other sources, only California, Colorado, Illinois, Indiana,
Minnesota, Mississippi, Missouri, Nebraska, New Jersey, Ohio,
South Carolina, Tennessee, Washington, and Wisconsin have or are
close to having specialized export financing activities. While
the information may be slightly out of date, it does demonstrate
the range of options available.
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California ($18.7 billion in manufactured exports in 1931):
While cne state does not currently have its specialized export
facility geared up, a bill was passed that, created an Export
Finance Office within the California World Traoc Commission. In
addition to providing technical assistance and coordination of
other funding sources, the office would provide up to $350,000
of financial assistance such as insurance, co-insurance, and
loan guarantees up to 85% of the transaction value. The program
is funded for $2 million; with a 25% reserve ratio, the office
will be able to guarantee up to $8 million.

Colorado ($1.3 billion in manufactured exports in 1931):
The State's Housing Financing Authority recently was authorized
to provide counseling on export finance activities.

[llinois ($10.4 billion in manufactured exports in 1931):

The Illinois Export Development Authority is a specialized
export financing facility intended to establish a source of
guaranteed financing and insurance to support export development.
The authority is authorized to sell up to $100 million in bonds
to finance its activities. Both pre-shipment and post-snipment
assistance through loans to lenders and loan guarantees to
exporters and their banks are provided. Although any sized
business is eligible, the program is geared to small and medium
sized businesses. The program is just getting started. The
authority also provides financial counseling.

Indiana ($5.0 billion in manufactured exports in 1931): The
Employment Development Commission provides loan guarantees for
working capital loans for export purposes. The guarantees can
cover 80% of the outstanding loan balance but may not exceed
$500,000. The term is less than 18 months and is not renewaDle.
Fees are set annually, but are at least .5% per year of the out-
standing principal.

Minnesota ($2.7 billion in manufactured exports in 1981): The
Minnesota Export Finance Authority has a small business pre-
export loan guarantee program designed to provide operating
capital between the conclusion of a sales agreement and the time
of delivery. The program is also open to medium sized manu-
facturers, service firms, export management companies, and
export tracing companies. The maximum guarantee is $250,000
for 12 months and to date, six applications worth $1 million
have been approved since the program began operation in February
1984. There is a fee of from 1% to 3%.

Mississippi ($1.1 pillion in manufactured exports in 1931):
The Certified Development Comoany is authorized to guarantee
bank pre-export and export financing. An income tax incentive
is also available. The net increase in export sales profits
frnm one year to the next is exempt from the Mississippi State
income tax.



Missouri ($3.0 billion in manufactured exports in 1931): The
Missouri Economic Development Commission is authorized to
guarantee loans to Missouri businesses forlexport activities
provided the loans are reinsured or reguaranteed by Eximoank.
The mechanism to accomplish this, however, is not in place and
is in the process of negotiation.

Nebraska ($0.9 billion in manufactured exports in 1931):
NeDrasxa is investigating an Export Finance Fund to help small
firms finance export.

New Jersey ($4.5 billion in manufactured exports in ~ai): The
N.J. Division of International Trade uses programs of the N.J.
Economic Development Authority.

Ohio ($10.3 billion in manufactured exports in 1981): This
program, which is run by the Ohio treasury, has the authority
to invest up to $100 million of the state's normal casn
deposits as certificates of deposits at financial institutions
making loans to eligible small businesses. Applications are
made to participating lending institutions (in excess of 200).
The lending institution applies all the usual lending standards
to determine the creditworthiness of eacn applicant. The state
assumes no risk, but merely suosidizes the loan. To data, $80
million has been loaned. Approved applications are forwarded
to the state stating the amount of the loan and the numoer of
jobs created or sustained. The state then places a certificate
of deposit with the lending institution in an amount based on
the loan, at up to 3% below the current market rate. The lend-
ing institution then lends those funds to eligible small busi-
nesses at 3% below the current market rate. Loans can range
from short-term working capital to longer term (CO's can be un
to four years) plant and equipment. The Ohio budget office
estimates that for every dollar given up in investment revenue
because of lower yielding CD's, $3 to $ are returned to the
Ohio treasury in the form of taxes and lower costs associated
with unemployment. The Special Industries Group also offers
guaranteed loans for fixed assets up to 75% of a project and
direct loans up to 50% of a project.

South Carolina ($2.2 billion in manufactured exports in 1931):
The Joos-tconomic Development Authority is permitted to use
funds to provide exporters with low interest loans, guarantees,
or insurance of up to 90% of a bank's commitment. Altnoucn the
program exists by law, no funds nave yet been allocated to the
program.

Tennessee ($3.3 billion in manufactured exports in 1931): The
Tennessee Competitive Export Corporation acts as a marketing or
sales agent for all federal export financing plans. Although
this corporation has the authority to make loan guarantees to
Tennessee banks making export loans, initially it will only
help small businesses take advantage of existing programs.



Washington ($9.0 billion in manufactured exports in 1981):
Wasn.ington, by the constitution, is prohibited from making loans
and guarantees. Instead, Washington has set up an export
assistance center, a nonprofit corporation‘financed by the
state, comprised of three people with a budget of about $200,000,
The center has developed computer software to help guide
exporters through the export process and secure private or
federal financing. The staff will help exporters determine what
information they are lacking and will help prepare a loan appli-
cation. The center started in October 1984, and has counseled
about 120 clients. They have about five cooperating centers
such as port authorities or economic development councils that
leverage their activities. These cooperating groups are given
the software and training and in return purchase a computer,
provide office space, and part-time personnel. The cooperating
groups provide initial assistance with complex problems referred
to.the export assistance center. They eventually intend to have
10 or 15 cooperating groups throughout the state. The center
will soon facilitate the FCIA program. No fee has been charged
for the use of the service yet, but after July 1, 1935 S25 will
be charged for-computer access and $100 for a loan package. The
counseling service is of help to mainly small firms.

Wisconsin ($4.0 billion in manufactured exports in 1931):

The Wisconsin Housing and Economic Development Authority is
authorized to issue up to $50 million in bonds to provide loans
to lenders who make export loans. The principal of the loan can
cover 35% of the export sale and may not exceed $5 million. The
term may vary from 180 days to five years. Businesses with
gross annual sales of less than $25 million are given preference.

C. Other ldeas for Export Financing

In addition to those activities already mentioned, the state can
take many actions that might increase exports. Basically any-
thing the state pays for that a private company would have to
pay for is a form of export financing. A number of ideas have
been proposed by a variety of groups. Programs the state can
initiate are listed below:

The state can:

o] Organize a one stop export-import program: teaming up
banks, freight forwarders, ano export management groups

o] Use port authorities to issue bonds, promote market
research, advertise, provide legal assistance, trans-
portation, trade documentation, freight forwarding,
communication services, and to operate as ETC



Provide a free assessment of a firm's expert
potential, assist in business plan preparation,
identify distribution channels, financing, licensing

Match student interns with marketingexpertise to
firms wanting cheap market research

Initiate workshops on exporting
Set up an Export Trading Company

Grant industrial tax credits, industrial property tax
exemptions

Expand the CFAB

Create a state agency to guarantee performance and
payment bonds for more than one year and more tnan 5!
million

Join forces with the the Eximbank to providetrain-
ing, technical assistance, promotional efforts, joint
delivery systems, information sharing, to assist
states set up and operate export finance programs.

Set up an export finance facilitator to:
provide details of export financing programs
refer requests to the proper agency
work closely with banks
provide current data

Subsidize the market interest rate to adjust for the
strong dollar or relatively high «interest rates

Organize cooperatives for the purpose of financing
and guaranteeing the exports of mernoers

States could facilitate the use of foreign currencies
to finance exports

Offer mixea credits, ie., the ccmDinaticn of two or
more sources of financing for a single export project

Participate as equity partner in new export ventures

Issue international trade bonds, a new tax exempt
security

Issue monthly publications -- these can contain up-

dates on conferences, planned trade missions, visit-
ing foreign business persons, trade opportunities
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Compile a list of prospective Alaskan exporters, best
prospects for their products

Form Foreign Trade Zone, such as in Valdez,

Hold seminars on world economic trends, marketing
techniques, export controls, documentation, trans-
portation, specific countries, potentials of specific
products, export financing

Have catalogue shows and trade fairs to get face to
face meetings between buyers and exporters. These
provide a forum for discussion of pricing, quality,
performance, and competitiveness

Getting experienced exporters to meet with those new
to exporting as a type of mentor program

Encourage foreign investment in Alaska (accoroing to
the U.S. Department of Commerce, in 1931 Alaska
ranked third in the nation in the value of foreign
owned property. This investment resulted in 8,573
jobs).



APPENDIX E

E. OPTIONS FOR ALASKA

The ITA compared the requirements of personnel, operating
expenses, risk, and operating funds for these five types of
programs:

Program Admin. Operating
Personnel Exoense Risk Funds
Counseling low low low low
Guarantees high high high low
Medium-term funding medium medi un low high
Insurance high high medium low
Delivery Programs hign hign meaium low

The 1983 ITA study also estimated the costs and benefits of these State
programs to support $10 million in exports. The chart below snows that
medium-term funding can be operated on a profitable basis.

Proaram Revenue Cost to Net Cost

to State State * to Stare

. (S)

Counseling 9,000 65,C00 (56,000)
Guarantees 127,500 216,800 (39,300)
Medium-term funding 1,027,000 939,300 80,200
Insurance 127,500 214,800 (87,300)
Delivery Programs 127,500 308,300 (180,800)

* Doer not include potential cost of loan losses. Costs would probably be
higher in Alaska. Additional costs would be borne by the Federal Governmen
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In considering ways to design and implement export finance
programs, it is useful to look at how other states have gone
about it.

California: Meetings were held with representatives from manu-
facturers, service companies, potential exporters, banks, the
FCIA, and the state to determine needs and to propose
initiatives for legislation.

Illinois: Legislation was the work of the state house and the
U.S. Department of Commerce. Hearings were held throughout the
state.

Indiana: Proposals came from state legislators and the U.S.
Department of Commerce

Minnesota: Programs had the support of the Governor, Senate
leaaer, ousiness groups, and banks.

New York: A governor's advisory panel on state export finance
was formed consisting of leaders in state government, business,
and banks. The panel held six meetings, evaluated studies on
export finance, met with federal officials, endorsea a range of
programs, and recommenaeo legislation.

Ohio: Legislation was drafted through the cooperation of membDers
of the legislature, state Department of Commerce, and the U.S.
Department of Commerce.

Wisconsin: Legislative initiatives came from the Governor's
Advisory Committee on International Trade. The-committee
memDers included executives from industry, academia, and state
government. The committee met eight times to listen to export
specialists, evaluate reports, meet with federal officials, for-
mulate a written program, and advise legislation.

These committees need information: the supply and demand for
export financing, exports by company size, typical terms of
financing, financing by product, and financing sources.
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(7) "reserve fund” means the Alaska municipal bond bank reserve
fund established under AS 44.85.280;

(8) "revenues" means all fees, charges, money, profits, payments of
principal of or interest on municipal bonds and other investments,
gifts, grants, contributions, appropriations and all other income
derived or to be derived by the bond bank authority under this chapter.
(8 1¢ch 79 SLA 1975; am 8§ 2 ch 48 SLA 1978; am §8 1, 2 ch 23 SLA
1980)

Revisor's notes. — Formerly AS  municipality which,” inserted “and which
44.58.410. Renumbered in 1980. is” follwwn%"capltal improvement,” sub-

Effect of amendments. —The 1980 stituted "the revenue of the reve-
umendment in subparagraph (B) of para-  nue-producing ..capital _improvement" for
8_raph (3, inserted “other than  “unpledged revenue of the public facility
iesel-powered  generation™  followi for which the obligations are issued" at the
"generation  purposes,”  substituted  end of the subparagraph; and added sub-
"pledges™ for "is a pledge of following "a  paragraph (D) in paragraph (3).

Sec. 44.85.420. Shorttitle. This chapter may be cited as the Alaska
Municipal Bond Bank Authority Act or the Alaska Municipal Bond
Bank Act. In transactions involving general obligation bonds of munic-
ipalities, the Alaska Municipal Bond Bank Authority created by this
chapter may be referred to as the Alaska Municipal Bond Bank with
the same legal effect as if the reference were to Alaska Municipal Bond
Bank Authority. (§ 1ch 79 SLA 1975; am § 3 ch 48 SLA 1978)

Revisor’s notes. — Formerly AS
44.58.420. Renumbered in 1980.

Chapter 88. Alaska Industrial Development
Authority.

Article

1 Creation and Organization (88 44.88.010 —44.88.050)
2. Purpose and Powers <88 44.88.070 —44.88.085

3. Financial Provisions (SS 44.88.090 —44.88.15

4. General Provisions (8 44.88.160 —44.88.220)

Article 1. Creation and Organization.

Section Section

10, Legislative finding and policy 40. Chairman and vice-chairman

20. Creation of authority 50. I\/Ieetln?s, compensation, officers and
30. Membership of authority employees

Sec. 44.88.010. Legislative finding and policy, (a) The legisla-
ture finds, determines and declares that

(1) there exist areas of the state in which seasonal and nonseasonal
unemployment exist;
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(2) this unemployment is a serious menace to the health, safety and
general welfare, not only to the people in those areas, but also to the
people of the entire state;

(3) the state lacks the basic manufacturing, industrial, and business
enterprises and the other facilities referred to in (5) of this subsection
necessary to permit adequate development of its natural resources and
the balanced growth of its economy;

(4) the establishment and expansion of industrial, manufacturing,
and business enterprises in Alaska and the other facilities referred to
in (5) of this subsection are essential to the development of the natural
resources and the long-term economic growth of the state, and will
directly and indirectly alleviate unemployment in the state;

(5) the achievement of the goal of full employment, and of estab-
lishment and continuing operation and development of industrial,
manufacturing, and business enterprises in the state, including,
without limitation, facilities for transportation, facilities for pollution
control and waste disposal, facilities for the local furnishing of gas,
facilities for water, facilities lor industrial parks, mass commuting
vehicles, facilities for local district' heating or cooling, parking
facilities, or a storage or training facility relating to a plant or facility,
will be accelerated and facilitated by the creation ofan instrumentality
of the state with powers to incur debt, to own and operate facilities, to
make and insure loans to finance, and to assist private lenders to make
loans to finance, the establishment, operation, and development of
industrial, manufacturing, and business enterprises, including,
without limitation, facilities for transportation, facilities for pollution
control and waste disposal, facilities for the local furnishing of gas,
facilities for water, facilities for industrial parks, mass commuting
vehicles, facilities for local district heating or cooling, parking
facilities, or a storage or training facility relating to a plant or facility;

(6) it is in the public interest to promote the prosperity and general
welfare ofall citizens ofthe state by stimulating commercial and indus-
trial growth and expansion by encouraging an increase of private
investment by banks, investment houses, insurance companies, and
other financial institutions, including pension and retirement funds, to
help satisfy the need for economic expansion;

(7) itis in the state’s interest to import private capital to create new
economic activity which would not otherwise take place in the state.

(b) It is declared to be the policy of the state, in the interests of
promoting the health, security and general welfare ofall the people of
the state, and a public purpose, to increase job opportunities and
otherwise to encourage the economic growth of the state, including the
development of its natural resources, through the establishment and
expansion of manufacturing, industrial, and business enterprises and
the other facilities referred to in (a)(5) of this section by creating the
public corporation with power, duties and functions as provided in AS
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S ‘14.88,010

A laska Statutes

§ 44.88.010

44.88.010 — 44.88.220. (8 1ch 64 SLA 1967; am § 1ch 64 SLA 1977;
am 88 44 — 48 ch 106 SLA 1980; am § 28 ch 115 SLA 1981; am § 3

ch 162 SLA 1984)

Revisor’s notes. — Formerly AS
44.61.010. Renumbered in 1980.

Effect of amendments. — The 1980
amendment deleted "“and" following "man-
ufacturing” near the beginning of para-
graph (3) of subsection (a), inserted "small

usiness, tourism, mining, and commer-
cial fishing" Precedlng "enterprises” near
the middle of paragraph (3) of subsection
(@), insert ’d "and other facilities referred
toIn AS41 010_(a)ﬁ5)" following "enter-
prises” r<e@the middle of paragraph (3L of
subsection @); deleted "and" preceding
"manufacil ng%s near the beginning of
paragraph (4) ofsubsection (a), substituted
'small business, tourism, mining, and
commercial fishing enterprises™  for
"plants” preceding "in Alaska” near the
beginning of paragraph (4) of subsection
@l, inserted "“facilities for" following
“transportation” near the middle of para-
graph (4) of subsection ga), substituted
facilities” for "and” folloming "waste
disposal" near the middle of paragraph (4)
of subsection ia), deleted “electric ener
or” following "local furnishing of' near the
middle of paragraph (4) of subsection (a),
inserted "facilities for water, and facilities
for industrial parks" precedlng "is essen-
tial to” near the middle of paragraph (4) of
subsection (a); rewrote paragraph (5) of
subsection la); added paragraphs (6) and
(7) of subsection (2); deleted "and"
preceding “industrial” near the middle of
subsection (b), inserted “small business,
tourism, mining, and commercial fishing"
preceding “enterprises" near the middle of
subsection (b), and inserted “and the other
facilities referred to in AS 44.88.010(a)(5)"
following “enterprises” near the end of
subsection (b). )

The 1981 amendment substituted "and"
for "small" preceding "business" and

deleted "tourism, mining, and commercial
fishing" recedlrcljg "enterprises” in para-
graphs (35), (4 and (5) of subsection (a). The
amendment also added "the" pri mgf
"other facilities” and substituted "(5) o
this subsection™ for "AS 44.88.010(a)(5)" in
paragraph (3) of subsection (a). In subsec-
tion (a)@), the amendment substituted
"and the other facilities referred to in (5) of
this subsection are" for “including
facilities for air and water transportation,
facilities for Ipqllutlon control and waste
disposal, facilities for the local furnishing
of gas, facilities for water, and facilities for
industrial parks, is" preceding “essential
to the development” The amendment
deleted "Tor private operation” following
"facilities for industrial parks” near the
end of subsection (?éS). In subsection (b),
the amendment added "and expansion”
preceding “of manufacturing," substituted
‘and” for “"small” preceding “business"
deleted "“tourism, mining, and commercial
fishing™ preceding “enterprises” and sub-
stituted “(alia) of this_section” for "AS
44.88.010(3)(5)” preceding "by creating
the public corporation.”

The 1984 amendment, in paragraph ()
of subsection (a), substituted ™without
limitation, facilities for" for “facilities for
air and water" twice and "to own and
operate facilities” for "and,” deleted "and"
folloning “water" near the beginning and
end of the paragraPh,_ _inserted "mass
commuting vehicles, tacilities for local dis-
trict heating or cooling, gark_lng facilities,
or a storage or training facility relating to
a plant_or facility," and added "mass
commuting vehicles, facilities for local dis-
trict heating or cooling, ]park_mg facilities,
or a storage or training facility relating to
a plant or facility" at the end of the para-

graph.

NOTES TO DECISIONS

_Former state development corpora-
tion law construed. —See DeArmond v.
Alaska State Dev. Corp., S%p. Ct. Op. No.
116 (File No. 285), 376 P.2d 717 (1962);
Walker v. Alaska State Mtg. Ass'n. Sup.
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. %Glgb 353 (File No. 669), 416 P.2d
215 (&;Cltyo Nomre v. Block, No. H,
Lots 5,6 &7, Sup. Ct. %) No. 839 (File No.
1652), 502 P.2d 124 (1972).
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eeeeee t S 44.88.030

Sec. 44.88.020. Creation ofauthority. There iscreated the Alaska
Industrial Development Authority. The authority is a public corpora-
tion ofthe state and a body corporate and politic constituting a political
subdivision within the Department of Commerce and Economic
Development, but with separate and independent legal existence. (S 1

ch 64 SLA 1967; am § 104 ch 218 SLA 1976)

Rcvisor's notes. — Formerly AS
44.61.020. Renumbered in 1980

Editor’s notes. — Section 42, ch. 106,
SLA 1980 provides: "On August 20, 1980,
the Alaska State Development Corpora-
tion (AS 44.86.010) shall transfer its
assets and liabilities to the Alaska Indus-
trial  Development  Authori (AS
44.88.020). On August 20. 1980, the Small
Business Development Corporation (AS
44.87.020) shall transfer its assets and

liabilities to the Alaska Industrial
Development Authority (AS 44.88.020).
On August 20. 1980." the Alaska Toll
Bridge Authority (AS 44.84.010) shall
transfer its assets and liabilities to the
Alaska Industrial Development Authority
&S 44'88'020,&'u The Alaska Industrial

velopment Authority is responsible for
the management the assets and
liabilities transferred to it under this sec-
tion."

Sec. 44.88.030. Membership of authority, (a) The membership of
the authority consists of

(1) the commissioner ofrevenue and the commissioner of commerce
and economic development;

(2) one other person appointed by the governor who serves as the
head of a principal department of the executive branch; and

(3) two public members appointed by the governor.

(b) Ifa member described in (a)(1) or (a)(2) of this section is unable
to attend a meeting of the authority, the member may by an
instrument in writing filed with the authority, designate a deputy or
assistant to act in the member’s place as a member at the meeting. For
all purposes of this chapter, the designee is a member of the authority
at the meeting.

(c) Members of the authority described in (a)(2) and (a)(3) of this
section serve two-year terms. However, the initial appointment of one
member described in (a)(3) of this section shall be for a one-year term.

(d) Ifa vacancy occurs in the membership of the authority, the gov-
ernor shall immediately appoint a member for the unexpired portion of
the term. (8§ 1ch 64 SLA 1967; am.S 7 ch 207 SLA 1975; am S 2 ch 64
SLA 1977; am § 49 ch 106 SLA 1980)

Rcvisor's notes. — Formerly AS Effect of amendments. — Section -19
44.61.030. Renumbered in 1980. ch. 106, SLA 1980, rewrote the section.
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Editor’s notes. — Section 50, ch. 106, Constitution proposed in 1980 Legislative
SLA 1980, purported to add a subsection  Resolve No. 43, which was defeated at the
(e it wes ive, however, on the effec-  general election held in November, 1980
tlve date of the amendment to the Alaska

Sec. 44.88.040. Chairman and vice-chairman. The members of
the authority shall elect a chairman from among themselves. A
vice-chairman may be elected by the authority from among its other
members. The vice-chairman presides ovei all meetings in the absence
of the chairman and has other duties which the authority may direct.
(8 1ch 64 SLA 1967; am § 105 ch 218 SLA 1976; am § 51 ch 106 SLA
1980)

Rcvisor’s notes. — Formerly AS  Effect of amendments. —The 1930
44.61.040. Renumbered in 1980. amendment rewrote the section.
Sec. 44.88.050. Meetings, compensation, officers and

employees, (a) A majority ofthe members of the authority constitutes
a quorum for the transaction of business or the exercise of a power or
function at a meeting ofthe authority. In case of a tie vote on a motion
or resolution pending before the authority the motion or resolution
shall be presented to the governor and if approved, is considered
adopted by the authority. The authority may meet and transact busi-
ness by electronic media if (1) public notice of the time and locations
where the meeting will be held by electronic media has been given in
the same manner as if the meeting were held in a single location; (2)
participants and members of the public in attendance can hear and
have the same right to participate in the meeting as if the meeting
were conducted in person; and (3) copies of pertinent reference mate-
rials, statutes; regulations, and audio-visual materials are reasonably
available to participants and to the public. A meeting by electronic
media as provided in this subsection has the same legal effect as a
meeting in person.

(b) The public members of the authority receive 5100 compensation
for each day spent on official business of the authority and may be
reimbursed by the authority for actual and necessary expenses at the
same rate paid to members of state boards under AS 39.20.180.

() The authority may appoint persons as officers it considers
advisable, including an executive director, and may employ profes-
sional advisors, counsel, technical experts, agents, and other
employees it considers advisable. The executive director and employees
of the authority are in the exempt service under AS 39.25.010 —
39.25.220.

(d) The authority shall keep minutes of each meeting and send a
certified copy to the governor and to the Legislative Budget and Audit
Committee. (8§ 1ch 64 SLA 1967; am >8 52, 53 ch 106 SLA 1980; am
88 29, 30 ch 115 SLA 1981)
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Revisor’s notes. — Formerly AS
44.61.050. Renumbered in 1980.

Effect of amendments. —The 1980
amendment rewrote subsection !bl, and in

eeeeee t 8 44.88.080
tor" in the first sentence and added the
second sentence. )
The 1981 amendment added the third
and fourth sentences of subsection lal and

subsection to», deleted "or executive added subsection (d).

vice-president” following "executive dircc-

Article 2. Purpose and Powers.

Section

70. Purpose of the authority
80. Powers of the authori
85. Administrative pr

ure

Sec. 44.88.070. Purpose of the authority. The purpose of the
authority is to promote, develop and advance the general prosperity
and economic welfare of the people of Alaska, to relieve problems of
unemployment, and to create additional employment by providing var-
ious means of financing and means of facilitating the financing of
industrial, manufacturing, and business enterprises and the other
facilities referred to in AS 44.88.010(a)(5) within the state, and by
owning and operating the enterprises and other facilities. (§ 1 ch 64
SLA 1967; am § 54 ch 106 SLA 1980; am § 31 ch 115 SLA 1981; am
§ 4 ch 162 SLA 1984)

Revisor’s notes. — Formerly AS
44.61.070. Renumbered in 1980.

Effect of amendments. — The 1980
amendment substituted "various" for "a”

receding "means _of financing” near the

ﬁ'lddle of the section, inserted "means of

facilitating the financing of' near the
middle of the section, and substituted
"small business, tourism, mining, and
commercial fishing enterprises and the
other facilities referred to in AS
44.88 010(a)(5) within the state” for "plant
construction, ~conversion or expansion

within the stale, including the acquisition
of real property, for lease or sale to busi-
ness enterprises for industrial or manufac-
turing purposes' at the end of (he section.

The 1981 amendment substituted “and”
for “"small" preceding "business,” and
deleted "tourism, mining, and commercial
fishing" preceding "enterprises.”

The amendment added “and by
owning and operating the enterprises and
other Tacilities” at the end of the section.

Sec. 44.88.080. Powers ofthe authority. Th furtherance of its cor-
porate purposes, the authority has the following powers in addition to

its other powers:
(1) to sue and be sued,;

(2) to have a seal and alter it at pleasure;
(3) to make and alter bylaws for its organization and internal

management;

(4) to adopt regulations governing the exercise of its corporate

powers;

(5) to acquire an interest in a project as necessary or appropriate to
provide financing for the project, whether by purchase, gift or 'ease;
(6) to lease to others a project acquired by it for the rentals ana jpn
the terms and conditions the authority may consider advisable, includ-
ing, without limitation, provisions for options to purchase or renew;
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(7) to issue bonds, in accordance with AS 44.88.090, to pay the cost
of a project and to secure payment of the bonds as provided in this
chapter;

(8) to sell, by installment sale or otherwise, exchange, donate,
convey or encumber in any manner by mortgage or by creation of any
other security interest, real or personal property owned by it, or in
which it has an interest, including a project, when, in the judgment of
the authority, the action is in furtherance of its corporate purposes;

(9) to accept gifts, grants or loans from, and enter into contracts or
other transactions regarding them, with a federal agency or an agency
or instrumentality of the state, a municipality, private organization or
other source;

(10) to deposit or invest its funds, subject to agreements with
bondholders;

(11) to enter into contracts or agreements with respect to the exer-
cise of any of its powers, and do all things necessary or convenient to
carry out its corporate purposes and exercise the powers granted in this
chapter;

(12) to purchase or insure loans to finance the costs of manufactur-
ing, industrial, and business enterprise projects;

(13) to enter into loan agreements with respect to one or more
projects upon the terms and conditions the authority considers
advisable;

(14) to acquire, manage, and operate projects as the authority con-
siders necessary or appropriate to serve a public purpose;

(15) to assist private lenders to make loans to finance the costs of
projects through loan commitments, short-term financing, or
otherwise;

(16) to accept gifts, grants, or loans from a federal agency, from an
agency or instrumentality ofthe state or ofa municipality, or from any
other source;

(17) to enter into contracts or other transactions with a federal
agency, with an agency or instrumentality of the state or of a munic-
ipality, or with a private organization or other entity consistent with
the exercise of any power under this chapter;

(18) to facilitate the expansion of a secondary market for the resale
of federally or commercially insured loans made to finance the costs of
projects in Alaska held by federal and state chartered financial institu-
tions or by the Alaska Commercial Fishing and Agriculture Bank;

(19) to charge fees or other forms of remuneration for the use or
possession of the projects described in (14) of this section in accordance
with the agreements described in 111) and (17) of this section, o'.her
agreements pertaining to the projects, covenants, or representations
made in bond documents pertaining to the projects, or regulations of
the authority pertaining to the projects. (8 1 ch 64 SLA 1967; am
88 55-59 ch 106 SLA 1980; am 88 32, 33 ch 115 SLA 1981; am 8 5 ch
162 SLA 1984)
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Revisor’s notes. — Formerly AS
m461.080. Renumbered in 1980.

Effect of amendments. — The 1980
amendment substituted "adopt” for "make
rules and" at the beginning of paragraph
@), rewrcte pare}g'rsaph th inserted "in

ccordance WILh AS 44.88.090" followi
"to issue bonds" near the beginning
paragraph (7), deleted “acquiring by con-
struction, purchase or lease or improving
and eqmpplncf;" following "the cost of near
the middle of paragraph (7), inserted "by
installment sale or otherwise” following
"tosell" at the beginning of para%raf)h (3),
inserted "including a project” Tollowing
"has an interest" near the middle of para-

eeeeee t 8
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for "small" preceding "business" and
deleted "tourism, mining, and commercial
fishing" preceding "enterprise projects” in
paragraph (12). In paragraph (18), the
amendment aoded "made to finance the
costs of projects in Alaska" following "'com-
mercially insured loans" and substituted
"federal” and state chartered financial
institutions or by the Alaska Commercial
Fishing and Agriculture Bank" for "com-
mercial banks In Alaska." )

The 1984 amendment substituted
“projects as the authority considers neces-
sary or appropriate to serve a , ublic
purpose” for “a_project when it bet >nes
necessary or desirable to do so tosafe( jard

rough (18). 14) and added paragraph (19).
Theg 1)amendment substituted "and" 9 paragraph (19

%raph J(z and added paragraphs (12) the authority from losses” in paragraph

Sec. 44.88.085. Administrative procedure, (a) Except for AS
44.62.310 and 44.62.312 regarding public meetings, and except for AS
44.62.320(a) regarding legislative review ofregulations, the provisions
of the Administrative Procedure Act regarding the adoption of regu-
lations (AS 44.62.040 — 44.62.320) do not apply to the authority. The
authority shall make available to members ol the public copies of the
regulations adopted under (b) — () ofthis section. Within 45 days after
adoption of a regulation under (b) — (e) of this section, the chairman
of the authority shall submit the regulation adopted to the chairman
of the Administrative Regulation Review Committee under AS
24.20.400 — 24.20.460.

(b) The authority mmay adopt regulations under this section by
motion or by resolution or in any other manner permitted by its bylaws.

() The authority may adopt regulations to carry out the purposes of
this chapter, and shall adopt regulations necessary for the following
purposes:

(1) determination of borrower eligibility;

(2) loan guidelines and terms including, but not limited to, maxi-
mum loan amounts and required loan-to-value ratios, but excluding
loan interest rates;

(3) characteristics of projects eligible for loans or purchase of loans;
and

(4) the qualifications of loan originators and servicers and the
method of allocating amounts available for the purchase of loans.

(d) Except as provided in (e) of this section, at least 15 days before
the adoption, amendment, or repeal of a regulation on a subject speci-
fied in (c) of this section, the authority shall give public notice of the
proposed action by publishing the notice in at least three newspapers
of general circulation in the state and by mailing a copy of the notice
to every person who has filed a request for notice of proposed regu-
lations with the authority. The public notice must include a statement
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of the time, place, and nature of the proceedings for the adoption,
amendment, or repeal of the regulation and must include an informa-
tive summary of the subject of the proposed action. On the date and at
the time and place designated in the notice, the authority shall give
each interested person or an authorized representative of the person,
or both, the opportunity to present statements, arguments, or con-
tentions orally or in writing and shall give members of the public an
opportunity to present oral statements, arguments, or contentions for
a total period of at least one hour. The authority shall consider all
relevant matter presented to it before taking the proposed action on the
regulation. At a hearing under this subsection, the authority may
continue or postpone the hearing to a time and place determined by the
authority and announced at the hearing before taking the action to
continue or postpone the hearing. A regulation adopted, amended, or
repealed by the authority may vary from the informative summary
specified in this subsection if the subject matter of the action taken on
the regulation remains the same and if the original notice of the
proposed action was written so as to assure that members of the public
are reasonably notified of the subject matter of the proposed action in
order for them to determine whether their interests could be affected
by the authority’s proposed action on that subject.

(e)  The adoption, amendment, or repeal of a regulation on a subject
specified in (c) of this section may be made as an emergency regulation
if, in the order of adoption, the authority states the facts constituting
the emergency and makes a finding that the adoption of the regulation
is necessary for the immediate preservation of the orderly operation of
the authority’s loan and bonding programs. The requirements of (d) of
this section do not apply to the initial adoption of an emergency regu-
lation covering a subject specified in (c) of this section; however, upon
adoption ofan emergency regulation under this subseciion, the author-
ity shall, within 10 days after that adoption, publish notice of the
adoption in accordance with the notice procedures specified in (d) of
this section. An emergency regulation adopted under this subsection
may not remain in effect for more than 120 days unless, before the
expiration of that period, the authority adopts that regulation as a
permanent regulation in accordance with the procedures specified in
(d) of this section.

(fi A regulation adopted under (b) — (e) of this section takes effect
immediately upon its adoption by the authority or at such other time
as specified by the authority in its order of adoption. (8 53 ch 113 SLA
1982)
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Article 3. Financial Provisions.

Section Section
90. Bonds of the authority 150. Bonds  legal  investments  for
100. Trust  indentures ~ and  trust fiduciaries
agreements ] 155. Enterprise development fund
105. Capital reserve funds and capital ~ 15%6. Multi-family housing loan account
reserve fund requirement 157. Loan insurance and loan insurance
110. Validity of pled%% account
120. Nonliability on bonds 153, Small enterprise loan uccount
130. Pledge of the state 159, Interest rates

140. Exemption from taxation

Sec. 44.88.090. Bonds of the authority, (a) Subject to (g) of this
section, the authority may borrow money and may issue bonds, includ-
ing but not limited to bonds on which the principal and interest are
payable, (1) exclusively from the income and receipts or other money
derived from the project financed with the proceeds of the bonds, (2)
exclusively from the income and receipts or other money derived from
designated projects whether or not they are financed in whole or in part
with the proceeds of the bonds, or (3) from its income and receipts or
other assets generally, or a designated part or parts of them.

(b) Bonds shall be authorized by resolution of the authority, and be
dated and shall mature as the resolution may provide, except that a
bond may not mature more than 40 years from the date of its issue.
Bonds shall bear interest at the rate or rates, be in the denominations,
be in the form, either coupon or registered, carry the registration privi-
leges, be executed in the manner, be payable in the medium of
payment, at the place or places, and be subject to the terms of
redemption which the resolution or a subsequent resolution may pro-
vide.

() All bonds, regardless of form or character, shall be negotiable
instruments for all the purposes of the Uniform Commercial Code.

(d) All bonds may be sold at public or private sale in the manner, for
the price or prices, and at the time or times which the authority may
determine.

(e) Before the issuance ofany bonds, the authority shall make provi-
sion by lease or other agreement regarding the project or projects being
financed by the issue ofthe bonds for rentals or other considerations at
least sufficient, in the judgment of the authority, to pay the principal
of and interest on the bonds as they become due and to create- and
maintain the reserves therefor as the authority considers necessary or
desirable and to meet all obligations in connection with the lease or
other agreement and all costs necessary to service the bonds unless the
lease or agreement provides that the obligations are to be met or costs
are to be paid by a party other than the authority.

(f The superior court shall have jurisdiction to hear and determine
suits, actions or proceedings relating to the authority, including suits,
actions or proceedings brought to foreclose or otherwise enforce a mort-
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gage, pledge, assignment or security interest or brought by or for the
benefit or security of a holder of its bonds or by a trustee for or other
representative of the holders.

(@) The authority may not

(1) issue bonds, othei than refunding bonds, in any 12-month period
beginning after June 30, 1982, in an amount that exceeds the amount
of bonds authorized to be issued during the preceding 12-month period,
unless a different amount is authorized by the legislature; or

(2) issue revenue bonds other than refunding bonds for a project
under this chapter in an amount greater than 550,000,000 during any
12-month period beginning after June 30, 1981, unless the issuance is
included separately in the estimates required in the report of the
authority under AS 44.88.210(b) and unless the legislature, by law,
approves the issuance.

(h) The authority may combine, for the purposes ofa single offering,
bonds financing more than one project under AS 44.88.010 —
44.88.220. (§ 1ch 64 SLA 1967; am 8§ 60, 61 ch 106 SLA 1980; am
§ 35 ch 115 SLA 1981)

Revisors notes. — Formerly AS  "therefor” following "may issue bonads”
44.61.090. Renumbered in 1980. near the beginning of subsection (), and
Effect of amendments. —The 1980 added subsections tg>and (hi.
amendment substituted ' Sgl_g]ect to <g) of The 1981 amendment rewrote para-
this section, the” at the graph (1) of subsection Ig).
beginning of subsectlon (@), deleted

Sec. 44.88.100. Trust indentures and trust agreements. In the
discretion of the authority, an issue of bonds may be secured by a trust
indenture or trust agreement between the authority and a corporate
trustee (which may be a trust company, bank, or national banking
association, with corporate trust powers, located inside or outside the
state) or by a secured loan agreement or other instrument or under a
resolution giving powers to a corporate trustee (hereinafter in this
section referred to as “trust agreement”) by means of which the author-
ity may:

(1) make and enter into any and all the covenants and agreements
with the trustee or the holders of the bonds which the authority may
determine to be necessary or desirable, including, without limitation,
covenants, provisions, limitations and agreements as to

(A) the application, investment, deposit, use and disposition of the
proceeds of bonds of the authority or of money or other property of the
authority or in which it has an interest;

(B) the fixing and collection of rents or other consideration for, and
the other terms to be incorporated in a lease or contract of sale of a
project;

(C) the assignment by the authority of its rights in the lease or
contract of sale of a project or in a mortgage or other security interest
created with respect to a project to a trustee for the benefit of

bondholders;
346-
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(D) the terms and conditions upon which additional bonds of the
authority may be issued;

<E) the vesting in a trustee of rights, powers, duties, funds or prop-
erty in trust for the benefit of bondholders, including, without limi-
tation, the right to enforce payment, performance and all other rights
of the authority or of the bondholders, under a lease, contract of sale,
mortgage, security agreement, or trust agreement with respect to a
project by mandamus or other proceeding or by taking possession of by
agent or otherwise and operating a project and collecting rents or other
consideration and applying the same in accordance with the trust
agreement;

(2) pledge, mortgage or assign money, leases, agreements, property
or other assets of the authority either presently in hand or to be
received in the future, or both; and

(3) provide for any other matters of like or different character which
in any way affect the security or protection ofthe bonds. (S 1ch 64 SLA
1967)

Revisor’s notes. — Formerly AS
*M61.100. Renumbered in 1980.

Sec. 44.88.105. Capital reserve funds and capital reserve fund
requirement, (a) For the purpose ofsecuring one or more issues of its
bonds, the authority may establish one or more special funds, called
"capital reserve funds", and shall pay into those capital reserve funds
the proceeds of the sale of its bonds and other money which may be
made available to the authority from other sources for the purposes of
the capital reserve funds. A capital reserve fund may be established
only if the authority determines that the establishment of the fund
would enhance the marketability of the bonds, and if those costs of a
project, as defined in AS 44.B8.220, which are to be financed with the
proceeds of the bonds, do not exceed 810,000,000. Money in a capital
reserve fund, except as provided in this section, may be used as
required only for (1) the payment of the principal of, and interest on,
bonds or of the sinking fund payments with respect to those bonds; (2)
the purchase or redemption of the bonds; or (3) the payment of a
redemption premium required to be paid when the bonds are redeemed
before maturity. However, money in a capital reserve fund may not be
withdrawn if the withdrawal would reduce the amount in the capital
reserve fund to less than the capital reserve requirement, except for the
purpose of making payment, when due, of principal, interest,
redemption premiums on the bonds, and sinking fund payments when
other money of the authority is not available for the payments. Income
or interest earned by, or increment to, a capital reserve fund, from the
investment ofall or part of the fund, may be transferred by the author-
ity to other funds or accounts of the authority if the transfer does not
reduce the amount of the capital reserve fund below the capital reserve
fund requirement.
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8 44.88.110 State G overnmen t
Revisor’s notes. — Enacted as AS bonds, do not exceed 810,000.000"
41,61.105. Renumbered in 1980, following "marketability of the bonds™ in

Effect of amendments. — The 19S1 the second sentence of Subsection (a) and

amendment added "and if those costs ofa  added subsections if) and aggg )
project, as defined in AS 44.8S.220, which The 1984 amendment added subsection

are to be financed with the proceeds ofthe  ih).

Sec. 44.88.110. Validity of pledge. It is the intention of the leg-
islature that a pledge made in respect of bonds shall be valid and
binding from the time the pledge is made; that the money or property
so pledged and thereafter received by the authority shall immediately
be subject to the lien of the pledge without physical delivery or further
act; and that the lien ofthe pledge shall be valid and binding as against
all parties having claims of any kind in tort, contract or otherwise
against the authority irrespective of whether the parties have notice.
Neither the resolution, trust agreement nor any other instrument by
which a pledge is created need be recorded or Filed under the provisions
of the Uniform Commercial Code to be valid, binding or effective
against the parties. (8 1ch 64 SLA 1967)

Rcvisors notes. — Formerly AS
44.61.110. Renumbered in 1980.

Sec. 44.88.120. Nonliability on bonds, (a) Neither the members of
the authority nor a person executing the bonds are liable personally on
the bonds or are subject to personal liability or accountability by reason
of the issuance of the bonds.

(b)  The bonds issued by the authority do not constitute an indebted-
ness or other liability of the state or of a political subdivision of the
slate, except the authority, but shall be payable solely from the income
..U sreceipts or other funds or property of the authority. The authority
may not pledge the faith or credit of the state or of a political subdi-
vision of the state (except the authority) to the payment ofa bond and
the issuance of a bond by the authority does not directly or indirectly
or contingently obligate the state or a political subdivision of the state
to apply money from, or levy or pledge any form of taxation whatever
to the payment of the bond. (§ 1 ch 64 SLA 1967)

Rcvisor's notes. — Formerly AS
4461.120. Renumbered in 1980,

Sec. 44.88.130. Pledge of the state. The state pledges to and
agrees with the holders ofbonds issued under this chapter and with the
federal agency whicl. loans or contributes funds in respect to a project,
that the state will not limit or alter the rights and powers vested in the
authority by this chapter to fulfill the terms ofa contract made by the
authority with the holders or federal agency, or in any way impair the
rights and remedies of the holders until the bonds, together with the
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(b) If the authority decides to issue bonds secured by a capital
reserve fund, the bonds may not be issued if the amount in the capital
reserve fund is less than the capital reserve fund requirement, unless
the authority, at the time of issuance of the bonds, deposits in the
capital reserve fund from the proceed:! ofthe bonds to be issued or from
. :her sources, an amount which, together with the amount then in the
fund, is not less than the capital reserve fund requirement.

(c) In computing the amount ofa capital reserve fund for the purpose
ofthis section, securities in which all or a portion ofthe fund is invested
shall be valued by a reasonable method establ: 'died by the authority by
resolution. Valuation shall include the amount of int°rest earned or
accrued as of the date of the valuation.

(d) The chairman of the authority shall annually, no later than
January 2, certify in writing to the governor and the legislature the
amount, if any, required to restore a capital reserve fund to the capital
reserve fund requirement. The legislature may appropriate to the
authority the amount certified by the chairman of the authority. The
authority shall deposit the amounts appropriated under this subsection
during a fiscal year in the proper capital reserve fund. Nothing in this
section creates a debt or liability of the state.

(e) In this section, "capital reserve fund requirement” means the
amount required to be on deposit in the capital reserve fund as of the
date of computation as determined by resolution of the authority.

(0 The authority may not establish a capital leserve fund to secure
an issue of bonds in an amount in excess of 81,000,000 unless at least
20 percent ofthe principal amount of the loan for the project is retained
by a federal or state chartered financial institution or the Alaska Com-
mercial Fishing and Agriculture Bank.

(g) The authority may establish reserve funds, other than capital
reserve funds, to secure one or more issues of its bonds. The authority
may deposit in a reserve fund established under this subse:tion the
proceeds of sale of its bonds and other money which may be made
available from any other source. A reserve fund established under this
subsection must comply with (a) — (c) of this section. The authority
may allow a reserve fund established under this subsection to be
depleted without complying with (d) of this section.

(h) Notwithstanding any other provision of this section, the author-
ity may waive or modify the requirements of (a) of this section estab-
lishing maximum costs of $10,000,000 for a project arid the
requirements of (f) of this section as it considers appropriate and
prudent in order to finance a project if the authority intends to own the
project. However, if the authority intends to lease or otherwise permit
the state to use or occupy a majority of the project, the authority may
only establish a reserve fund under (g) of this section to secure bonds
issued to finance a project. (S 62 ch 106 SLA 1980; am 88 36, 37 ch 115
SLA 1981; am S 6 ch 162 SLA 1984)
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Revisor's notes. — Enacted as AS
4.61.105. Renumbered in 1980.

Effect of amendments. — The 1981
amendment added "and if those costs of a
project, as defined in AS 4-1.83.220, which
are to be financed with the proceeds of the
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44.88.130

bonds, do not exceed $10,000,000"
following "marketability of the bonds™ in
the second sentence of subsection (g) and
added subsections (f) and (% )
h)The 1984 amendment subsection
In).

Sec. 44.88.110. Validity of pledge. It is the intention of the leg-
islature that a pledge made in respect of bonds shall be valid and
binding from the time the pledge is made; that the money or property
so pledged and thereafter received by the authority shall immediately
be subject to the lien of the pledge without physical delivery or further
act; and that the lien ofthe pledge shall be valid and binding as against
all parties having claims of any kind in tort, contract or otherwise
against the authority irrespective of whether the parties have notice.
Neither the resolution, trust agreement nor any other instrument by
which a pledge is created need be recorded or filed under the provisions
of the Uniform Commercial Code to be valid, binding or effective
against the parties. (8 1 ch 64 SLA 1967)

Revisor’s notes. — Formerly AS
4461.110. Renumbered in 1980.

Sec. 44.88.120. Nonliability on bonds, (a) Neither the members of
the authority nor a person executing the bonds are liable personally on
the bonds or are subject to personal liability or accountability by reason
of the issuance of the bonds.

(b)  The bonds issued by the authority do not constitute an indebted-
ness or other liability of the state or of a political subdivision of the
state, except the authority, but shall be payable solely from the income
and receipts or other funds or property ofthe authority. The authority
may not pledge the faith or credit of the state or of a political subdi-
vision of the state (except the authority) to the payment of a bond and
the issuance of a bond by the authority does not directly or indirectly
or contingently obligate the state or a political subdivision of the state
to apply money from, or levy or pledge any form of taxation whatever
to the payment of the bond. (8 1ch 64 SLA 1967)

Revisor’s notes. — Formerly AS
44.61.120. Renumbered in 1980.

Sec. 44.88.130. Pledge of the state. The state pledges to and
agrees with the holders of bonds issued under this chapter and with the
federal agency which loans or contributes funds in respect to a project,
that the state will not. limit or alter the rights and powers vested in the
authority by this chapter to fulfill the terms of a contract made by the
authority with the holders or federal agency, or in any way impair the
rights and remedies of the holders until the bonds, together with the
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interest on them with interest on unpaid installments of interest, and
all costs and expenses in connection with an action or proceeding by or
on behalf of the holders, are fully met and discharged. The authority
is authorized to include this pledge and agreement of the-state, insofar
as it refers to holders of bonds of the authority, in a contract with the
holders, and insofar as it relates to a federal agency, in a contract with
the federal agency. (8 1ch 64 SLA 1967)

Revisor’s notes. — Formerly AS
44.61.130. Renumbered in 1980.

Sec, 44.88.140. Exemption from taxation, (a) The real and
personal property of the authority and its assets, income and receipts
are declared to be the property of a political subdivision of the state
and, together with any project financed under this chapter and a
leasehold interest created in a project applicant or other person under
this chapter, devoted to an essential public and governmental function
and purpose, and the property, assets, income, receipts, project and
leasehold interests shall be exempt from all taxes and special as-
sessments of the state or a political subdivision ofthe state, including,
without limitation, all boroughs, cities, municipalities, school districts,
public utility districts and other taxing units. All bonds of che author-
ity are declared to be issued by a political subdivision of the state and
for an essential public and governmental purpose and to be a public
instrumentality and the bonds, and the interest on them, the income
from them and the transfer of the bonds, and all assets, income and
receipts pledged to pay or secure the payment of the bonds, or interest
on them, shall at ail times be exempt from taxation by or under the
authority of the state, except for inheritance and estate taxes and taxes
on transfers by or in contemplation of death. Nothing in this section
affects or limits an exemption from license fees, property taxes, or
excise, income or any other taxes, provided under any other law, nor
does it create a tax exemption with respect to the interest of any
business enterprise or other person, other than the authority, in any
property, assets, income, receipts, pi ject or lease whether or not
financed under this chapter.

(b) The authority may enter into agreements with a proposed project
applicant or project applicant providing for payments, computed on a
formula basis or otherwise, in lieu of taxes, which the authority may
consider appropriate. The agreement may provide that the payments
be made to the political subdivision of the state in which a pt\Ject is or
is to be located or to any other taxing unit of the state including,
without limitation, a borough, city, municipality, school district or
public utility district, the area of which is coterminous in whole or in
part with ihat of the political subdivision.

(¢) [Repealed, &126 ch 6 SLA 1984./(§8 1ch 64 SLA 1967; am 8 3
ch 64 SLA 1977: am 8§38 63. 64 ch 106 SLA 1980; am $ 126 ch 6 SLA
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Revisor's notes. — Formerly AS
44,61.140. Renumbered in 1990.

Effect of amendments —The 1980
amendment substituted “applicant™ for
"occupant” following “project” near the
middle of the first sentence in subsection

§ 44.88.155

(8) and twice near the beginning of subsec-

tion

ThgbIlQS4 amendment repealed former
subsection tc). relatin eg to exempted prop-
erty being considered taxable real and

personal property.

NOTES TO DECISIONS

Cited in Cltyofl\lomev Block No. H,
Lots5,6 & Ct. Op. No. 839 (File No,

1652), 502 P. 2dp124( 1972).

Sec. 44.88.150. Bonds legal investments for fiduciaries. The
bonds of the authority are securities in which all public officers and
bodies of the state and all municipalities and municipal subdivisions,
all insurance companies and associations and other persons carrying
on an insurance business, all banks, bankers, trust companies, savir s
banks, savings associations, including savings and loan associations
and building and loan associations, investment companies and other
persons carrying on a banking business, all administrators, guardians,
executors, trustees and other fiduciaries, and all other persons
whatsoever who are now or may hereafter be authorized to invest in
bonds or other obligations of the state, may properly and legally invest
funds including capital in their control or belonging to them.
Notwithstanding any other provisions of law, the bonds of the author-
ity are also securities which may be deposited with and may be received
by all public officers and bodies of this state and all municipalities and
municipal subdivisions for any purpose for which the deposit of bonds
or other obligations of the state is now or may hereafter be authorized.

(8 1ch 64 SLA 1967)

Rcvisor's notes. — Formerly AS
44,61.150. Renumbered in 1980

Sec. 44.88.155. Enterprise development fund, (a) The enterprise
development fund is established in the authority. The enterprise
development fund is a trust fund for the uses and purposes of AS
44.88.010 — 44.88.220. The enterprise development fund consists of
money or assets appropriated or transferred to the authority and other
money or assets deposited in it by the authority.

(b) The authority may establish in the enterprise development fund
a small enterprise loan account, a loan insurance account, and other
accounts it considers appropriate.

(©) Money and other assets of the enterprise development fund may
be used to secure bonds ofthe authority, and shall be held and invested
by the authority in the types of investments described in AS
37.10.070(a) and AS 39.35.110(a)(9) and (14) or shall be used to pur-
chase loans for projects as defined in AS 44.88.220.
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(d) A loan purchased in whole or in part by the authority, other than
a loan which is financed with the proceeds ofbonds ofthe authority and
secured only by a project applicant or a project

(1) may not exceed

(A) 810,000,000; or

(B) 8500,000 if the loan is purchased under AS 44.88.158;

(2) may not exceed the cost of the project or 75 percent of the
appraised value of the project, whichever is less, unless the amount of
the loan in excess ofthis limit is federally insured or guaranteed or is
insured by a qualified mortgage insurance company;

(3) may not be for a term longer than three-quarters of the author-
ity’s estimate ofthe life ofthe project or 25 years from the date the loan
is made, whichever is earlier;

(4) shall contain complete amortization provisions satisfactory to
the authority requiring periodic payments by the borrower;

(5) shall be in the form and contain the terms and provisions with
respect to insurance, repairs, alterations, payment of taxes and as-
sessments, default reserves, delinquency charges, default remedies,
acceleration of maturity, secondary liens and other matters the author-
ity prescribes;

(6) shall be secured as to repayment by a mortgage or other security
instrument in the manner the authority determines is feasible to
assure timely repayment under a loan agreement entered into with the
borrower;

(7) may not be made unless

(A) at least 10 percent ofthe principal amount ofthe loan is retained
by the originator of the loan; or

(B) 100 percent ofthe principal amount ofthe loan is guaranteed by
the United States or an agency or instrumentality ofthe United States;

(8) must be

(A) at least partially guaranteed by the United States or an agency
or instrumentality ofthe United States, subject to the provisions of AS
44.88.158; or

(B) financed from the proceeds of bonds; or

(C) expected by the authority to be financed from the proceeds of
bonds.

(e) The authority may adopt regulations for the administration of
the enterprise development fund which may include, without limi-
tation, provisions for fees and agreements relating to application, loan
commitment, servicing, and origination of loans by other lenderr.

(f) The authority may enter into agreements as to the use of the
money in the enterprise development fund, including without limi-
tation, trust or custody arrangements with banks or trust companies.
It may also pledge, assign, or grant the agreement, interests under an
agreement, or interests in the enterprise development fund as may be
necessary or appropriate to provide for payment and security for bonds
of the authority.
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(@ Notwithstanding any other provision of this section, the author-
ity may waive or modify the requirements of this section as it considers
appropriate and prudent in order to finance a project if the authority
intends to own the project. (8 65ch 106 SLA 1980; am § 38 ch 115 SLA
1981; am § 7 ch 162 SLA 1984)

Revisor’s notes. — Formerly AS The 1984 amendment added subsection
44.61.155. Renumbered in 1980. )

Effect of amendments. — The 1981
amendment rewrote this section.

Sec. 44.88.156. Multi-family housing loan account, (a) In addi-
tion to thedIndings and declarations in AS 44.88.010, the legislature
finds, determines, and declares that

(1) there exists in the state a serious shortage of decent, safe, and
sanitary multifamily housing units/and tha't this shortage is inimical
to the safety, health, welfare, and prosperity of the residents of the
state and to the sognd growth of communities in the state; and

(2) it is necessaiV to give,/the Alaska Industrial Development
Authority the power to provide a means for financing additional
multifamily housing projects in the state.

(b) In addition to the purposes specified in AS 44.88.070, the purpose
of the authority is to promote, develop, and maintain an adequate
supply of decent, safe,, and sanitary multifamily housing projects
during times of shortage of such projects in the state, by providing
various means of financing and facilitating the financing of
inultifamily housing'projects in the state.

(c) In addition to' the powers conferred on the authority under AS
44.88.080 and its other powers, the authority has the following powers:

(1) to make loans and to participate in the making of loans in con-
junction with other lenders, the Alaska State Housing Authority, or a
municipality of the state to assist in the financing of multifamily
housing projects;

(2) to own a multifamily housing project with sponsors, developers,
builders, or other persons or to ov/n a multifamily housing project
alone, for the purpose of maintaining a security interest in that
multifamily housing project;

(3) to borrow money, to issue its bonds, and to provide security for
bonds it issues in connection with the financing of multifamily housing
projects, except that the authority may not issue borHs for the con-
struction financing for a multifamily housing project unless the bonds
are, in the opinion of the authority, adequately secured by a letter of
credit or equivalent security;

(4) to make loans and to participate in the making of loans from the
proceeds of tax-exempt bonds for a multifamily housing project at
interest rates determined or agreed to by the authority;
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Sec. 44.88.156. Multi-family housing loan account, (a) In addi-
tion to the findings and declarations in AS 44.88.010, the legislature
finds, determines, and declares that

(1) there exists in the state a serious shortage of decent, safe, and
sanitary multifamily housing units, and that this shortage is inimical
to the safety, health, welfare, and prosperity of the residents of the
state and to the sound growth of communities in the state; and

(2) it is necessary to give the Alaska Industrial Development Au-
thority the power to provide a means for financing additional multi-
family housing projects in the state.

(b) In addition to the purposes specified in AS 44.88.070, the pur-
pose of the authority is to promote, develop, and maintain an adequate
supply of decent, safe, and sanitary multifamily housing projects dur-
ing times ofshortage of such projects in the state, by providing various
means of financing and facilitating the financing of multifamily hous-
ing projects in the state.

(c) In addition to the powers conferred on the authority under AS
44.88.080 and its other powers, the authority has the following
powers:

(1) to make loans and to participate in the making of loans in con-
junction with other lenders, the Alaska State Building Authority, or a
municipality of the state to assist in the financing of multifamily
housing projects;

(2) to own a multifamily housing project with sponsors, developers,
builders, or other persons or to own a multifamily housing project
alone, for the purpose of maintaining a security interest in that multi-
family housing project;

(3) to borrow money, to issue its bonds, and to provide security fur
bonds it issues in connection with the financing of multifamily hous-
ing projects, except that the authority may not issue bonds for the
construction financing for a multifamily housing project unless the
bonds are, in the opinion of the authority, adequately secured by a
letter of credit or equivalent security;

(4) to make loans and to participate in the making of loans from the
proceeds of tax-exempt bonds for a multifamily housing project at
interest rates determined or agreed to by the authority;

(5) to acquire, sell, or otherwise dispose of an interest in a multi-
family housing project as necessary or appropriate to provide financ-
ing for the housing project;

(6) to enter into agreements with respect to a multifamily housing
project on terms and conditions that the authority considers advisable;

(7) to assist private lenders, the Alaska State Building Authority,
and municipalities of the state to make loans to finance the costs of
multifamily housing projects;

(8) to use assets of the multifamily housing loans security fund to
establish capital reserve funds to secure bonds issued in connection

351



§ 44.88.156 Alaska Statutes Supplement § 44.88.156

with the Financing of multifamily housing projects and to provide a
loan loss reserve for loans purchased by the multifamily housing loan
account of the enterprise development fund.

(d) With respect to the issuance of bonds to Finance one or more
multifamily housing projects, in order to facilitate the Financing of a
multifamily housing project the authority may waive or modify, as it
considers appropriate and prudent, the requirements of AS
44.88.090(e), 44.88.155(d), and 44.88.160.

(e) A capital reserve fund established under this section to secure
bonds issued in connection with the Financing of multifamily housing
projects is not subject to the 810,000,000 limitation stated in AS
44.88.105(a). The provisions of AS 44.88.105(f) do not apply to capital
reserve funds established to secure bonds issued to Finance one or
more multifamily housing projects.

(f) A multifamily housing loan account is established in the enter-
prise development fund of the authority (AS'44.88.155), consisting of
money and other assets of the enterprise development fund that the
authority deposits into it. The multifamily housing loan account shall
be used only to purchase or originate loans for multifamily housing
projects. The authority may not use proceeds from the sale of bonds of
the authority to Finance secondary loans for multifamily housing. Not-
withstanding the provisions of AS 44.88.155(d), a loan purchased or
originated by the authority for the multifamily housing loan account

(1) may not be for a term longer than 30 years from the date the
loan is made;

(2) shall be secured by a mortgage or other security instrument in
the manner the authority determines is feasible to assure timely re-
payment under a loan agreement entered into with the borrower; the
mortgage or other security instrument constitutes a first lien against
the multifamily housing project, except that it may be subordinated
by the authority to a loan made directly or indirectly with the pro-
ceeds of a sale of bonds by the authority, the Alaska State Building
Authority, or a municipality of the state during the time when the
loan from these proceeds is outstanding, and may be subordinated to a
loan that refinances the original loan, if the authority considers it
appropriate to do so;

(3) shall provide for a schedule of payments of principal and inter-
est that is satisfactory to the authority, and that may include, without
limitation, deferrals or reductions of payments, variable payments,
balloon payments, sharing in equity appreciation, and other arrange-
ments;

(4) shall be in the form and contain the terms and provisions with
respect to insurance, repairs, alterations, payment of taxes and assess-
ments, default reserves, delinquency charges, default remedies, accel-
eration of maturity, secondary liens, and other matters as the author-
ity prescribes
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(g) The interest rate on a loan for one or more multifamily housing
projects financed from the proceeds of tax-exempt bonds or expected by
the authority to be financed from the proceeds of tax-exempt bonds
may be at a higher or lower rate, as the authority considers appropri-
ate, than the cost of funds as defined in AS 44.88.159(a), with respect
to that loan.

(h) The multifamily housing loans security fund is established in
the authority. The multifamily housing loans security fund consists of
money and assets appropriated or transferred to it, the income pro-
duced from its investments and holdings, and deposits that the au-
thority may make from repayments of multifamily housing loans pur-
chased by the multifamily housing loan account of the enterprise de-
velopment fund. The assets of the multifamily housing loans security
fund may be used to establish capital reserve funds to secure bonds
issued in connection with the financing of multifamily housing
projects. The assets of the multifamily housing loans security fund
may also be used to provide a loan loss reserve for the enterprise
development fund for multifamily housing loans made by the author-
ity from the multifamily housing loan account ofthe enterprise devel-
opment fund. The multifamily housing loans security fund is not a
general asset ofthe authority and may not be pledged or committed in
any way except as provided in this subsection. The authority may

(1) establish separate accounts in the multifamily housing loans
security fund for multifamily housing loans, as it finds appropriate,
and may establish other accounts that it considers appropriate:

(2) hold and invest money and other assets of the multifamily hous-
ing loans security fund at competitive national market rates in the
types of investments described in AS 37.10.070(a).

(i) Ifa multifamily housing loan from the multifamily housing loan
account of the enterprise development fund of the authority is not
fully repaid, including accrued interest, and is not fully satisfied after
the enforcement of any security that the authority has acquired under
(f)(2) of this section, the executive director of the authority shall cer-
tify the facts regarding the loan in writing. Upon the certification an
amount equal to the unpaid balance, accrued interest, and costs at-
tributable to that loan shall be paid from the multifamily housing
loans security fund to the enterprise development fund of the author-
ity, or ifthe balance in the multifamily housing loans security fund is
less than the amount of the unpaid balance, accrued interest, and
costs attributable to the loan, the remaining balance of the multifam-
ily housing loans security fund shall be paid to the enterprise develop-
ment fund of the authority. The authority shall consider a loan fully
discharged for purposes of (j) of this section upon payment from the
multifamily housing loans security fund to the enterprise develop-
ment fund under this subsection.
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(J) Not later than 60 days after all multifamily housing loans that
have been made from the multifamily housing loan account of the
enterprise development fund of the authority have been discharged, or
considered to be discharged under (i) of this section, any balance
remaining in the multifamily housing loans security fund shall be
transferred by the authority to the state general fund,

(k) In this section,

(1) "authority” means the Alaska Industrial Development Author-
ity;

(2) "multifamily housing project” means a specific building, struc-
ture, work, or improvement of five or more dwelling units, or a group
of these buildings, structures, works, or improvements-, the primary
purpose of which is to provide rental dwelling accommodations and
which qualifies for tax-exempt financing under sec. 103 of the Internal
Revenue Code of 1954, as amended (26 U.S.C. 103), or sec. 11(b) ofthe
National Housing Act of 1937, as amended; "multifamily housing
project” includes the acquisition, construction, or rehabilitation of
land, buildings, and improvements for rental dwellings, accommoda-
tions, and other facilities that may be incidental or appurtenant to

rental dwelling accommodations. (8 69 ch 113 SLA 1982; am 8§ 22 —
26 ch 102 SLA 1983)

Editor’s notes. — This section is set thority” made by § 1, ch. 103, SLA 1936.
out to reflect the change in the name of implementation of this legislative action

the former ”Alaska State Housing Au- is made by the revisor of statutes under
thority” to the "Alaska State Building Au- AS 01.05.031.

Part 9. Miscellaneous Provisions.

Chapter
99. Miscellaneous Provisions (88 44.99.001, 44.99.100)

Chapter 99. Miscellaneous Provisions.
Article

1. Miscellaneous Provisions (5 44,99.001)
2. General Slate Policy (S 44.99.100)

Article 1. Miscellaneous Provisions.

Section

01. Administration of highway safety pro-
gram
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\

loans security fund to the enterprise development fund of the author-
ity, or if the balance in th' multifamily housing loans security fund is
less than the amount ofthe unpaid balance, accrued interest, and costs
attributable to the loan, the remaining balance of the multifamily
housing loans security fund shall be paid to the enterprise development
fund of the authority. The authority shall consider a loan fully dis-
charged for purposes of (j) of this section upon payment from the
multifamily housing loans security fund to the enterprise development
fund under this subsection.

(J) Not later than 60 days after all multifamily housing loans that
have been made from the multifamily housing loan account of the
enterprise development fund of the authority have been discharged, or
considered to be discharged under (i) of this section, any balance
remaining in the multifamily housing loans security fund shall be
transferred by the authority to the state general fund.

(k) In this section, \

(1) "authority” means the Alaska Industrial Development Author-
ity; \

(2) "multifamily housing project” means a specific building, struc-
ture, work, or improvement of five or more levelling units, or a group
of these buildings, structures, works, or improvements, the primary
purpose of which is to provide rental dwelling accommodations and
which qualifies for tax-exempt financing under sec. 103 ofthe Internal
Revenue Code of 1954, as amended (26 U.S.C. 103), or sec. 11(b) of the
National Housing Act of 1937, as amended; "multifamily housing
project” includes the acquisition, .construction, or rehabilitation of
land, buildings, and improvements for rental dwellings,
accommodations, and other facilities that may be incidental or appur-
tenant to rental dwelling accommodations. (8§ 69 ch 113 SLA”982; am
S§ 22-26 ch 102 SLA 1983) / - \

Editor’s notes. — This section is condi-
tionally repealed bv 8§ 73 and 75, ch. 113,
SLA 1982.

Sec. 44.88.157. Loan insurance and loan insurance account.
(@) The purpose of the loan insurance account is to provide insurance
of mortgage loans and other loans made or purchased by the authority,
or made by others and approved for insurance by the authority, for a
project. The authority may enter into agreements as to the use of
money in the loan insurance account and may pledge, assign, or grant
interests in the loan insurance account as provided in this section. The
authority may adopt regulations and enter into agreements with
respect to the exercise of any power or approval relating to the loan
insurance account under this section, including, without limitation,
agreements as to the use of money in the loan insurance account,
agreements with respect to the terms and conditions upon which
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payments from the loan insurance account will be made with respect
to a loan insured under this section, agreements as to separate
subaccounts in the loan insurance account for different categories of
loans or as to loans made by the authority or any other person, and
agreements regarding the payment of and security for bonds issued by
the authority. An agreement, the rights of the authority under an
agreement, or payments received or to be received under an agreement
may be pledged or assigned by the authority for the benefit of the
holders of bonds issued by the authority.

(b) The authority may. upon application of a borrower or proposed
borrower, insure and make advance commitments to insure loan
repayments required under the terms ofa loan made by it or by another
lender with respect to a project, upon the terms and conditions the
authority prescribes. To be eligible for insurance under AS 44.88.010
— 44.88.220, a loan for a project

(1) shall nj held by the authority or by a lender approved by the
authority as responsible and able to service the loan:

(2) may not exceed 810.000,000 for a project, or 90 percent ofthe cost
of the project or 90 percent of the appraised value of the project,
whichever is >7ss;

(3) may not be made for a term longer than three-quarters of the
authority s estimate of the life of the project or 25 years from the date
of issuance of the insurance, whichever is earlier:

(4) shall contain complete amortization provisions satisfactory to
the authority requiring periodic payments by the borrower; and

(5) shall be in the form and contain the terms with respectto insur-
ance, repairs, alterations, payment of taxes and assessments, default
reserves, delinquency charges, default remedies, acceleration of matu-
rity, additional and secondary liens, and other matters that the author-
ity prescribes.

(c) In addition to other fees which the authority may charge on
loans, the authority may collect or cause to be collected on loans
insured under this section, either a loan insurance commitment fee or
a loan insurance premium or both. Loan insurance fees and loan insur-
ance premiums are notrequired to be un’form among the various loans
insured. Loan insurance commitment fees and loan insurance pre-
miums shall be deposited in the insurance account by the loan servicer,
trustee, or agent designated by the authority to receive them.

(d) If, at any time after receipt by the authority of a payment from
the loan insurance account with respect to a loan, the authority
recovers an amount on the loan or portion ofit from a source other than
the loan insurance account, the authority shall apply the amount
recovered in the following order: first, to repay the general fund of the
state for appropriations made under (g) of this section, and second, to
repay the loan insurance account.
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(e) Loans may be insured only when the amount either in the loan
insurance account insuring the loans or a subaccount in the loan insur-
ance accountinsuring the loans, as a percentage ofthe sum ofthe loans
to be insured and all unpaid principal on loans insured by the loan
insurance account or the subaccount, equals or exceeds the fund
requirement. The fund requirement is calculated as a percentage
which the authority determines is actuarially sound for operation of
the loan account or a subaccount.

(fl When the authority determines what is actuarially sound with
respect to the operation of the loan insurance account or a subaccount
in the loan insurance account, it shall consider means of providing
sufficient revenue for the operation of the account or subaccount,
without regard to amounts which may have been or may, after the date
of determination of actuarial soundness, be appropriated under ig) of
this section. The authority shall also consider factors including,
without limitation, estimates of future defaults and losses of loans
insured under this section based on actual default and loss experience
on those loans or on similar loans in the state or elsewhere, estimates
of recoveries ol defaulted or foreclosed loans based on actual default
and foreclosure experience on those loans or similar loans in the state
or elsewhere, the terms and conditions of the loans insured under this
section, estimates ofearnings and income ofamounts on deposit in the
loan insurance account, and other appropriate factors.

(@) On December 1 of each year the authority shall determine the
amount on deposit in the loan insurance account and in each
subaccount in the loan insurance account. If the amount in the loan
insurance account or the amount in a subaccount in the loan insurance
account is less than the fund requirement for the account or for the
subaccount, the authority shall transfer the amount necessary to
restore the loan insurance account or the subaccount to the fund
requirement. The transfer shall be made from available money which
is not encumbered or restricted for other use under the terms of
contracts with bondholders or others. If sufficient money is not avail-
able for transfer, the chairman of the authority shall, no later than
January 2 of the following year, certify in writing to the governor and
to the legislature the amount, ifany, required to restore the account or
a subaccountto the fund requirement. The legislature may appropriate
the amount certified and the authority shall deposit in the account or
proper subaccount the amounts appropriated by the legislature for the
purposes of this subsection during the then current state fiscal year.
Nothing in this subsection creates a debt or liability of the state.

(h) A contract of insurance executed by the authority under this
section is conclusive evidence of eligibility for the insurance. The
validity of a contract of insurance executed by the authority or of an
advance commitment to insure is incontestable from the date of the
execution of the contract or commitment, except for fraud or
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misrepresentation on the part of the insured or, as to commitments to
insure, noncompliance with the terms of the advance commitment or
authority regulations in force at the time of issuance of the advance
commitment.

(i) In this section:

(1) "loan insurance commitment fee” means a fee which is a
percentage of the principal amount ofa loan to be insured under this
section determined by the authority to be actuarially sound for the
operation of the loan insurance account;

(2) "loan insurance premium” means an annual insurance premium
which is a percentage of the portion of the unpaid principal amount of
a loan insured under this section determined by the authority to be
actuarially sound for the operation ofthe loan insurance account orany
subaccount.

(i) Notwithstanding (a) — (i) ofthis section, the authority may estab-
lish additional insurance accounts to secure special obligation bonds,
and may pay int.) an insurance account established under this subsec-
tion money made available from an appropriation or any other source.
An insurance account established under this subsection is not subject
to the requirements of (d) and (g) of this section.

(k) A loan may not be insured from a loan insurance account within
the enterprise development fund if the loan is for a project the cost of
which exceeds $10,000,000.

(/) A loan in excess of $1,000,000 may not be insured from a loan
insurance account within the enterprise development fund unless at
least 20 percent of the principal amount of the loan is retained by a
federal or state chartered financial institution or the Alaska Commer-
cial Fishing and Agriculture Bank. (§ 65 ch 106 SLA 1980; am S 39 ch
115 SLA 1981)

Revisor’s notes. — Formerly AS Effect of amendments. — The 1981
44.61.157. Renumbered in 1980. _ amendment added subsections tjl — </).

Sec. 44.88.158. Small enterprise loan account, (a) A small enter-
prise loan account is established in the enterprise development fund.
The account may be composed of money or assets appropriated or trans-
ferred to the authority, interest on investments and loans of the small
enterprise loan account, the unpledged income of the enterprise
development fund, and other money or assets deposited in it by the
authority.

(b) The authority may use money in the small enterprise loan
account to purchase the guaranteed portion ofa loan made by a private
financial institution after June 30, 1981, to a small enterprise to pay
the cost of a project, as defined in AS 44.88.220, if the loan is guar-
anteed by the United States or an agency or instrumentality of the
United States, including, but not limited to, the Small Business
Administration, the National Marine Fisheries Service, and the
Farmers Home Administration.
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(c) The authority may purchase loans originated by the Alaska
Rural Rehabilitation Corporation which are made to agricultural en-
terprises. Loans purchased under this subsection may be secured by
substitute collateral if the amount of the loan does not exceed 75
percent of the value of the total collateral for the loan. Loans may be
purchased under this subsection only from money appropriated to the
small enterprise loan account for that purpose. (8§ 65 ch 106 SLA 1980;
am § 40 ch 115 SLA 1981)

Revisor's notes. — Formerly AS Effect of amendments. — The 1981
4-1.61.158. Renumbered in 1980. amendment rewrote this section.

Sec. 44.88.159. Interest rates, (a) The interest rate on a loan
financed from the proceeds of tax-exempt bonds or expected by the
authority to be financed from the proceeds oftax-exempt bonds is equal
to the cost of funds to the authority. In this subsection "cost of funds”
means the true interest cost expressed as a rate on tax-exempt bonds
of the authority plus an additional percentage as determined by the
authority to represent the allocable expenses of operation, costs of
issuance, and loan servicing.

(b) The interest rate on a loan financed from the proceeds oftaxable
bonds or expected by the authority to be financed from the proceeds of
taxable bonds is equal to the cost of funds to the authority. In this
subsection "cost of funds” means the true interest cost expressed as a
rate on taxable bonds, plus an additional percentage as determined by
the authority to represent the allocable expenses of operation, costs of
issuance, and loan servicing costs.

(c) The interest rate on a loan purchased by the authority with
money in the small enterprise loan account that is not from the pro-
ceeds of the sale of a series of bonds is equal to the most recent index
of Aa corporate bond yield averages as published by Moody’s Investors
Service. (§ 41 ch 115 SLA 1981; am § 54 ch 113 SLA 1982)

Effect of amendments. — The 1982 "excepted” in the first sentence of subsec-
amendment substituted "expected" for tion (a).

Article 4. General Provisions.

Section Section
160. Findings of the authority 177. Operation of projects
165. Delinquent loans 180. Conflicts of interest
170. Purchase of project and leases 190. Operation  of certain  statutes
172. Economic development fund excepted
173. Finance plan 200. Annual audit
174. Regional resource advisory council 205. Operating budget
175. Requirements prior to approval of 210. Reports and publications
projects 212. Fees charged by authority

176. Hearing to consider proposed project 220. Definitions
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Sec. 44.88.160. Findings of the authority. Before entering into a
lease or other agreement as provided in AS 44.88.090(e) regarding a
project for which bonds are agreed to be issued by the authority in an
amount in excess of 86,000,000, or before approving insurance or a
commitment to insure a loan as provided in AS 44.88.157(b) with a
principal amount in excess of $6,000,000, there must have been filed
with the authority a certified copy ofa resolution ofthe governing body
of the political subdivision of the state, if any, in which the project is
to be located, consenting to the location (which consent need only refer
to the general nature of the project ultimately to be acquired as set out
in a request of the proposed project applicant). Before entering into a
lease or other agreement as provided in AS 44.88.090(e) regarding a
project, the authority must find, on the basis ofall information reason-
ably available to it, that

(1) the project and its development under this chapter will be eco-
nomically advantageous to the state and the general public welfare and
will contribute to the economic growth of the state;

(2) the project applicant is financially responsible;

(3) provision to meet increased demand upon public facilities that
might result from the project is reasonably assured:

(4) the project will provide or retain employment reasonably related
tothe amount ofthe financing by the authority considering the amount
ofinvestment per employee forcomparable facilities and other relevant
factors; and

(5) the scope ofthe project is sufficient to provide a reasonable expec-
tation ofa benefit to the economy of the state. ($ 1ch 64 SLA 1967; am
§ 66 ch 106 SLA 1980)

Rcvisor's notes. — Formerly AS
44.61.1CO. Renumbered in 1980.
Effect of amendments. — The 1980

amendment divided the former section
into two sentences by deleting "and"; in
the present first sentence, inserted "as pro-
vided in AS 44.88.090(e)" near the
beginning, substituted the language
beginning "for which bonds are agreed to
be issued"” and ending "principal amount

in AS 44.88.090lei" near the middle, and
substituted "applicant" for "occupant" at
the end; and in lhe second sentence, added
"Before entering into a lease or other
agreement as provided in AS 44.88.090(c)
regarding a project” to the beginning, sub-
stituted "applicant™ for "occupant" in
paragraph <2» deleted "and" from the end
ofparagraph i2l. and added paragraphs 14)
and (5).

in excess of $6,000,000” for "as mentioned

See. 44.88.165. Delinquent loans. If more than two percent of the
total outstanding balance of loans purchased from a financial institu-
tion under this chapter becomes delinquent for 90 days or more, the
authority shall discontinue purchasing loans from that financial insti-
tution for which it has not already made a purchase commitment and
may not make new commitments to purchase loans from that financial
institution until the delinquency is reduced to less than two percent.
(8 42 ch 115 SLA 1981; am § 55 ch 113 SLA 1982)
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Effect of amendments. — The 1982 may not make new commitments to pur-
amendment inserted "for which it has not chase loans from that financial institu-
alrendy made a purchase commitment and tion."

Sec. 44.88.170. Purchase of project and leases, (a) Nothing in
this chapter prevents the inclusion in a lease or other agreement
relating to a project of a provision granting the right to purchase the
project, or to renew or extend the lease or agreement, upon the terms
and conditions which may be provided for in the lease or agreement.

(b) A lease with respect to a project may provide for two or more

lessees with the legal relationship between themselves and the author-
ity which the authority may approve, including without limitation,
provisions to the effect that the obligations of the lessees under the
lease for payment of rental or otherwise between themselves and the
authority are several, joint, or joint and several and that the lessees
lease the project as tenants-in-common, or otherwise. (8§ 1 ch 64 SLA
1967)

Revisor's notes. — Formerly AS
44.61.170. Renumbered in 1980.

Sec. 44.88.172. Economic development fund, (a) The economic
development fund is established in the authority. The fund consists of
money or assets appropriated, loaned, or transferred to the authority,
and other money or assets deposited in the fund by the authority. The
fund may only be used to finance, acquire, manage, and operate
projects that the authority intends to own and operate. The term
"operate” includes operation directly by the authority, or by an agent
of the authority.

(b) If a project is financed or developed through use of the assets
the economic development fund, the authority may not pledge or use
other assets of the authority to assist in~the financing, development, or
operation of the project. However, whether or not the authority uses
the economic development fund, it may issue bonds to finance a project
and may secure the bonds with a mortgage, pledge, or assignment of
the project or of revenues, money, or agreements attributable to the
project or the bonds as provided in Sec. 10 of this Act. (§ 8 ch 162 SLA
1984)

Cross references. — For requirement section, and for expression of legislative
of legislative approval prior to the issu- intent,seeSS 10and 11,eh. 162,SLA 1984
ance of bonds to liiuince projects under this in the Temporary and Special Acts.

See. 44.88.173. Finance plan, (a) Before approving a project
financed under AS 44.88.172, the authority shall prepare a finance
plan. The finance plan must include an estimate of the total cost of the
project, and a description of the sources of money that will be used to
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finance the total cost of the project. The finance plan must also include
an estimate ofthe operational costs ofthe completed project, as well as
a description of the source of the money that is to be used to pay the
operational costs.

(b) The authority shall give preference to a project that does not
require financial assistance from the state. Ifthe authority determines
that a project requires state financial assistance, and if the authority
further determines that it is desirable to finance the project, the
authority shall recommend a method of financing that minimizes cost
to the state. A finance plan required under (a) of this section must
identify the method of financing that minimizes the cost to the state.

(c) The authority shall submit a finance plan prepared under this
section to the state bond committee, the governor, and the legislature
before issuing bonds or otherwise incurring debt for the project. If a
project requires financial assistance from the state, the state financial
assistance must be available before bonds are issued for the project.
(8 8 ch 162 SLA 1984)

Sec. 44.88.174. Regional resource advisory council, (a) Within
30 days after the authority adopts a resolution certifying that a project
in the wunorganized borough is eligible for financing under AS
44.88.172, the governor shall appoint a Regional Resource Advisory
Council in the area of the state where the project is to be located and
for which a regional housing authority has been established under AS
18.55.996. The purpose of a council is to assist the authority in
reviewing a project that has been proposed for development in its area
of the state.

(b) A Regional Resource Advisory Council consists of five members
registered to vote in the region. The governor shall appoint the mem-
bers to reflect the economic and geographic diversity of the region.
Council members serve three-year terms at the pleasure of the gover-
nor, except that the initial members may be appointed for less than
three years so that the term ofat least one ofthe members expires each
year. The governor shall appointa chairperson who shall call meetings
as required and preside over the deliberations of the council. A major-
ity of the council constitutes a quorum for conducting the business of
the council.

(c) Members ofa Regional Resource Advisory Council do not receive
compensation for their services on the council, but are entitled to per
diem and travel expenses authorized by law for state boards and
commissions under AS 39.20,180. (§ 8 ch 162 SLA 1984)

Sec. 44.88.175. Requirements prior to approval of projects, (a)
Before entering into an agreement to finance or to develop a proposed
project with a cost in excess of 310,000,000 that is financed under AS
44.88.172, the authority shall obtain the approval of each Regional
Resource Advisory Council or municipality in the area in which the
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proposed project is to be located. Approval under this subsection must
be evidenced by a certified copy of a resolution ofthe council or of the
governing body of the municipality.

(b) Before approving a project financed under AS 44.88.172 for
which bonds must be issued, the authority shall

(1) obtain approval under (a) of this section;

(2) find, on the basis of all information reasonably available to it,
that

(A) the project and its development under this chapter will be eco-
nomically advantageous to the state and to the general public welfare
and will contribute to the economic growth of the state;

(B) the project applicant is financially responsible;

(C) the project is economically and financially feasible and able to
produce revenue adequate to repay the bonds or loans with which it is
financed;

(D) increased demand on public facilities that might result from the
project will be provided for;

fE) the project will provide orretain employment reasonably related
to the amount of the financing by the authority, considering the
amount ofinvestment peremployee forcomparable facilities, and other
relevant factors;

(F) the scope ofthe project is sufficient to provide a reasonable expec-
tation of a benefit to the economy of the state;

(G) the project is in compliance with applicable law; and

(H) issuance of the bonds is not expected to adversely affect the
ability of the state or any political subdivision of the state to market
other bonds. (S 8 ch 162 SLA 1984)

Sec. 44.88.176, Hearing to consider proposed project. Before
considering a resolution regarding the approval or rejection of the
development or financing of a proposed project with a cost in excess of
$10,000,000, that is financed under AS 44.88.172, a Regional Resource
Advisory Council shall conduct a public hearing within the region. If
a proposed project is located within a municipality, the governing body
ofa municipality shall conduct a hearing on the proposed project. (§ 8
ch 162 SLA 1984)

Sec. 44.88.177. Operation of projects. If a project is financed
under AS 44.88.172, the authority shall solicit the review and advice
of the Regional Resource Advisory Council or governing body in the
area in which a project is located before the execution of contracts,
agreements, resolutions, or other matters that directly concern the
development, maintenance, and operation ofa project. (§ 8 ch 162 SLA
1984)

Sec. 44.88.180. Conflicts of interest, (a) A member of the author-
ity may not vote on a resolution ofthe authority relating to a lease or
contract to be entered into by the authority under this chapter if the
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member is a party to the lease or contract or has a direct ownership or
equity interest in a firm, partnership, corporation or association that
may be a party to the contract or lease. A resolution of the authority
that is approved by a majority ofthe members who are not barred from
voting under this subsection is a valid action of the authority for all
purposes. (8§ 1 ch 64 SLA 1967; am 8 -56 ch 113 SLA 1982)

Revisor’s notes. — Formerly AS to adoption of the resolution, the position

44.61.180. Renumbered in 1980.

Effect of amendments. — The 1982
amendment, in subsection (a), substituted
"A member of the authority may not" for
"No member of the authority may,"” "the

of the persons as a member shall be trans-
ferred to the firs' one ofthe following stale
officers who is not then acting asa member
and would not be prohibited from voting on
the resolution because ofthe same prohibi-

member" for "he," and "that may be" for tion. commissioner of administration,
"which may be” in the first sentence, atto -ney general, commissioner of reve-
rewrote the second sentence, which nue, commissioner of health and welfare,
formerly read, "1f a person may not vote commissioner of labor, commissioner of
because ofthis prohibition, for all purposes public works, commissioner of public
regarding action of the authority relating safety."

Sec. 44.88.190. Operation of certain statutes excepted, (a) The
authority shall not be considered or constitute (1) a political subdi-
vision of the state as the term isused in AS 37.10.085, (2) a municipal
corporation or political subdivision of the state as the terms are used
in AS 29, or (3) except as provided in AS 44.88.205, a state agency as
the term is used in AS 37, but for all other purposes the authority
co.-.stitutes a political subdivision and an instrumentality of the state
as provided in this chapter.

(b) The funds, income or receipts of the authority shall not be con-
sidered or constitute money of the state, nor shall real property in
which the authority has an interest be considered land owned in fee by
the state or to which the state may become entitled or in any way lands
belonging to the state, or state lands referred to in Art. VIII of the
Alaska Constitution. (§ -1 ch 64 SLA 1967; am § 67 ch 106 SLA 1980)

Revisor’s notes. — Formerly AS amendment inserted "except as provided
44.61.190. Renumbered in 19S0. in AS 44.88.205" preceding "a state
Effect of amendments. — The 1980 agency" nenr the middle of subsection la).

Sec. 44.88.200. Annual audit. The authority shall have its
financial records audited annually by the legislative auditor or by a
certified public accountant approved by the legislative auditor. The
legislative auditor may prescribe the form and content of the financial
records of the authority and shall have access to these records at any
time. (§ 1ch 64 SLA 1967)

Rcvisor's notes. — Formerly AS
-14.61.200. Renumbered in 1980
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Sec. 44.88.205. Operating budget. For fiscal years beginning
after June 30, 1981, the operating budget of the authority is subject to
the Executive Budget Act (AS 37.07). (§ 68 ch 106 SLA 1980)

Revisor’s notes. — Formerly AS
44.61.205. Renumbered in 1980.

Sec. 44.88.210. Reports and publications, (a) By January 10 of
each year, the authority shall publish a report for distribution to the
governor, legislature, and the public. The report shall be written in
easily understandable language. The report shall include a financial
statement audited by an independent outside auditor, a statement of
the authority’s investments under this chapter including an appraisal
of the investments at market value, a comparison of the authority’s
performance with the goals of the authority and the levels of bonding
and investment activities anticipated in the previous year’ report
under (b) of this section, and any other information the members ofthe
authority believe would be ofinterest to the governor, the legislature,
and the public. The annual income statement and balance sheet ofthe
authority shall be published in at least one newspaper in each judicial
district. The authority may also publish other reports it considers
desirable to carry out. its purpose.

(b) The authority shall include in its annual report under (a) of this
section

(1) an estimate ofthe investment activity ofthe authority under this
chapter for the following 12-month period; and

(2) an estimate of the amount of bonds to be issued during the
following 12-month period. (8 1ch 64 SLA 1967; am § 69 ch 106 SLA
1980)

Rcvisor’s notes. — Formerly AS Effect of amendments. — The 1980
44.61.210. Renumbered in 1980. amendment rewrote the section.

Sec. 44.88.212. Fees charged by authority, (a) An application fee
may not be charged for an application for authority participation in a
loan under AS 44.88.158.

(b) The commitment fee fora loan commitment by the authority may
not exceed two percent ofthe principal amount ofthe loan. (S 34 ch 115
SLA 1981)

Reviser’s notes. — Enacted adS AS
44.88.085. Renumbered in 1981.

Sec. 44.88.220. Definitions. In AS 44.88.010 — 44.88.220

(1) "authority” means the Alaska Industrial Development Authoi ity
created by AS 44.88.010 — 44.88.220;

366"

8)



JIWr «

MUftr.
«f the
haul
'triors
/‘this
r this

' the
SLA

1980

in fee
iin a

may
ill5

ority

§ 44.88.220

(2) "business enterprise” means a single proprietorship, corporation,
firm, partnership, or other association of persons organized in any
manner, for any business purpose, other than on a nonprofit basis;

(3) "commercial activity” includes work in process or activity
involving stock in trade, accounts receivable, or the refinancing of
existing indebtedness, subject to the' provisions of AS 44.88.158:

(4) "federal agency” means the United States and any officer,
department, agency or instrumentality of the United States;

(5) "governing body of a political subdivision” means, when used
with respect to the location of a project, the council of a city if the
project is to be located in a city in the unorganized borough, or the
assembly if the project is to be located in an organized borough or a
unified municipality;

(6) "lease” includes, when used as a noun, an interest in, or when
used as a verb, the transfer of an interest in, property less than fee
simple title, including, without limitation, when used as a noun,
agreements to use or occupy property;

(7, "plant”or "facility” means real property, whether above or below
mean high water, or an interest in it, and the buildings, improvements
and structures constructed or to be constructed on or in it, and may
include fixtures, machinery, and equipmenton itorin it, and tangible
personal property, regardless of whether the tangible personal prop-
erty is attached to or connected with real property, if the owner has
agreed notto remove the tangible personal property permanently from
the state for the period the authority sets; "plant” or "facility” does not
include work in process or stock in trade;

(8) "project.” means

(A) a plant or facility used or intended for use

(i) in connection with making, processing, preparing, or producing
in any manner, goods" products or substances ofany kind or nature or
in connection with developing or utilizing a natural resource, or
extracting, smelting, transporting, converting, assembling or produc-
ing in any manner, minerals, raw materials, chemicals, compounds,
alloys, fibers, commodities and materials, products or substances ofany
kind or nature;

(ii) as an industrial park; in connection with transportation; for the
prevention, limitation or control of pollution; for the disposal ofsewage
or solid waste; for the local furnishing of gas; for the furnishing of
water; as or in connection with mass commuting vehicles; for local
district heating or cooling; as a parking facility; or as a storage or
training facility directly related to a plant or facility described in this
paragraph;

(B) a plant or facility used or intended for use in connection with a
business enterprise;

(C) commercial activity by a small enterprise;
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(9) "project applicant” means a business enterprise or enterprises
proposing to

(A) use or occupy a project; or

(B) agree to permit others to use or occupy a project;

(10) "project f\jst" or "cost of a project” means all or any part of the
aggregate costs determined by the authority to be necessary to finance
the construction, expansion, or acquisition of a project, including
without limitation the cost ofacquiring real or tangible personal prop-
erty, and, in connection with real property, the cost of constructing
buildings and improvements, the cost of constructing means of access
to and from the project, the cost of constructing extensions of-utility
systems to the site of the project; the cost ofa project includes, without
limitation, the cost of financing the project, interest charges before,
during or after construction, expansion, or acquisition of the project,
costs related to the determination ofthe feasibility, planning, design or
engineering of the project and, to the extent determined necessary by
the authority, administrative expenses, the costof machinery or equip-
ment to be used in the operation ofthe project and expenses ofinstalla-
tion, replacement or rehabilitation, and all other costs, charges, fees
apd expenses which may be determined by the authority to be neces-
sary to finance the construction, expansion, or acquisition;

(11) 'Veal property” means land and rights and interests in land,
including, without limitation, interests less than full title such as ease-
ments, uses, leases, and licenses;

(12) "small enterprise” means a business enterprise which
projectapplicant with gross income of$10,000,000 or less for its annual
reporting period ending immediately before the application to the
authority fora loan. (8 1ch 64 SLA 1967; am 88 4, 5ch 64 SLA 1977;
am § 70 ch 106 SLA 1980; am 88 43 — 47,51 ch 115 SLA 1981;am § 9
ch 162 SLA 1984)

is a

Rcvisor’s notes. — Formerly AS
«14.61.220. Renumbered in 1980.

Reorganized in 1984 lo alphabetize the
defined terms.

Effect of amendments. — The 1980
amendment, in paragraph (2). inserted
"single proprietorship” and substituted
"which is not organized on a nonprofit
basis” for "nr a single proprietorship”; in

paragraph (4), deleted "borough"
preceding "assembly” and added "or a
unified municipality” to the end; so

changed paragraphs (5>, (6), and (9) as to
make a detailed comparison
impracticable; deleted former paragraph
t7*. which defined "project"; in piragrapb
i8>, substituted "or tangible personal prop-
erty, and, in connection with real prop-
erty" for "property"” and "the cost of a
project includes, without limitation, the

cost of financing the project” for "the cost
of financing the project, including, without
limitation”; in paragraph 111> deleted
"real" preceding "property” in two places;
and added paragraphs 112M15).

The 1981 amendment substituted "for
any business purpose, other than” for
"which is not organized" in paragrapti (2).
The amendment rewrote paragraphs (8)
and M2). In paragraph 1:10), the amend-
ment added "expansion" following "con-
struction™ in three places. The amendment
also added paragraph (13).

The 1984 amendment divided the
formerly undivided subparagraph (A) of
paragraph i8) into introductory language
and items li) and (ii) and, in item (ii),
added "as or in connection with mass
commuting vehicles; for local district
healing or cooling; as a parking facility; or
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Authorizing the construction of the Knik Arm Crossing and re-

lating to the acquisition, construction, equipping, and mainte-
nance of coll facilities funded by revenue bonds and providing
toll collection authority.

BE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

THE ACT FOLLOWS ON PAGE 1. LINE 17
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Approved by the Governor: July 6. 1986
Actual Effective Date: October 6, 1986



Chapter 162

that is legally provided for the sane purposes for which the be- _j

mi® >jiged except for any accrued interest paid on the bonds =j

pu®-"hrscr. The no in the construction fund is used to pay ©.j

of acquiring, coi tucting, and equipping facilities author!,1!

AS 37.15.720 and 3,.°jJ.730 and costs Incidental to those actlv |

including costs of the authorization, issuance, and sale of the (=

To the extent allowed in the bond resolution, nonev in the con

cion fund nay also be used for the payment of interest on thes

during the tine of actual construction, and for any additional ;

not exceeding one year after construction is completed. Honey

construction fund may also be transferred to the bond redemption

as permitted by the bond resolution, to establish a reserve fr

payment of the principal and Interest on the bonds.

()] The bond resolution nay provide for the investment of:

in the construction fund as the committee determines. The if

earned upon or any profit derived from the sale of the investor

deposited in the construction fund.
Sec. 37.15.630. REVENUE FUND, (a) The toll facilities d
fund is established and shall be set apart from all other money:

state. The toll facilities revenue fund is a trust fund for tb

poses under AS 37.15.610 - 37.15.760, where all revenue, fees,!

charges, and rentals are deposited that arc derived by the stat*

the ownership, lease, use, and operation of the facilities auth

by AS 37.15.720 and 37.15.730. The revenue, fees, tolls, charge

rentals may not include the proceeds of any state tax or licenst

money in the revenue fund may only be used to

(1) pay or secure the payment of theprincipal of and®

cst on the toll facilities bonds and principal of and interest”

other r venue bonds Issued by authorization of the legislat:

lies CSSB 347(SA) am NI -2-

Chapter 162

provide money to acquire, construct, and equip facilities authorized

v AS 37.15. 720 and 37.15.730 and to be payable out of the revenue

R

(2) pay the normal and necessary costs of maintaining and

pernting the facilities acquired, constructed, or equipped under
tS 37.15.610 - 37.15.760;

(3) pay the costs of renewals, replacements, and cxtra-
rdlnary repairs to facilities acquired, constructed, or equipped
evler AS 37.15,610 - 37.15.760;

(4) redeem before their fixed maturities any and all revenue

uids issued for the purpose of acquiring, constructing, and equipping

“iclllties authorized by AS 37.15.720 and 37.15.730;

(5) provide money to acquire, construct, and equip necessary

Iditions and improvements to facilities authorized by AS 37.15.720

nd 37.15.730; and

(6) provide money to pay any and all other costs relating to

the ownership, use, and operation of the facilities.
(b) The investment of money in the revenue fund may be made as
the committee determines, The interest earned upon or any profits

derived from the sale of an Investment under this subsection shall be

deposited in the revenue fund.
Sec. 37.15.640. BOND REDEMPTION FUND. The coll Tfacilities
revenue bond redemption fund is established for deposit in trust of

woney for paying and securing the payment of principal of and interest

and redemption premium, if any, on bonds and is set apart from all

other money of the state. The committee, on behalf of the state,

shall obligate the st/te to set aside andpay into the bondredemption

fund from the revenue findan amount of money sufficient to pay the

principal of and interest and redemption premium, If any, on thu bonds

-3- HCS CSSB 347(SA) am I
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- - - - _ published elsewhere in addition to the publication required by AS 37.-
interests of the state and its inhabitants, and those that will s

plish the most advantageous sale of the bonds, with due = 15.650.

- Sec. 37.15.670. ENFORCEMENT BV HOLDER. The holder of any bonds
however, (1) to necessary or nermnl costs of maintenance and

_ _ or the trustee for the holJers of the bonds or any series of thenm,
tlonj (2) to renewals and replacements of and repairs to the -

- - I nay, by appropriate proceedings in the courts of record of the state,
facilities! (3) to all improvements to coll facilities and proper

P _ _ _ compel Che transfer, settin aside, and ayment of mone and the
coll facilities owned, used, operated, or leased in connection i p 9 pay y

o ~ enforcement of all of the terms, conditions, and covenants as required
toll facilities! and (4) to the future growth and expansion of q

- - . and provided in AS 37.15.610 - 37.15.760 and in the bond resolution.
the facilities and the possibility of additional revenue bond fl«

- - _ Sec, 37.15.680. AMOUNTS REQUIRED FOR PAYMENTS. The committee
Ing for toll Tfacilities purposes. A decision of the comraittt*

R R - R hall, bef D b 31 of h R i ith th i
expressed in any bond resolution, 1is final when any bonds hnvt sha etore ecember ot each year commencing wi € year

_ _ which Che bonds arc issued, certify to the commissioner of revenue and
issued under the bond resolution.

- - _ the commissioner of transportation and public facilitii s the amounts
) A bond resolution nay provide that the bonds issued cn

- - _ required in the next ensuing calendar year by a bond resolution to be
a recital that they are issued under AS 3/.15.610 - 37.15.760. arit

- - - - - pall out of the revenue fund into the bond redemption fund and to be
bonds containing this recital are conclusively considered to be w

and to have been issued In conformity with AS 37.15.610 37.15.71" paid into and maintained in any reserve fund or account or any other

fund or account created b a bond resolution. The committee shall
(D) The validity of the authorization and issuance of lorii y

not affected by any proceeding for the acquisition or construct!- also certify to the commissioners the last dace upon which payments

Che additions, improvements, or facilities for which the bonds < nay be made.

- N - - Sec. 37.15.690. BOND NEGOTIABILITY. The bonds and the coupons
been Issued or by any contract in connection with the acqulslti- *

- attached to them are fully negotiable Instruments under the laws of
construction.

Sec. 37.15.660. BOHD RESOLUTION. The committee is authrri- the state.

and directed to adopt the bond resolution and prepare all other!- Sec. 37.15.700. REFUNDING- (@ The bonds or any part of them

monts and proceedings necessnry for the issuance sale and delt*™ nay be refunded at or before their maturity by the issuance of refund-

of the bonds or any part or scries of then The bond resolution i< ing revenue bonds of the state if in the opinion of the committee

N - - N N - - refunding is advantageous to and in the best interest of the state and
fix the principal amount, denomination, date, maturities, plsti e 9 9

places of payment, rights of redemption, if any, terms, form, c-ti Its inhabitants.

tions, and covenants of the bonds or each series of them, The crri’ll (b) The issuance of refunding bonds need not be authorized by an

N N act of the legislature, and the committee shall adopt the resolution
tee shall also determine and provide for the date and manner of =& 9 P

of the bonds, and shall provide whether the notice of sale Is trl and prepare all other documents and proceedings necessnry for the

HCS CSSB 347(SA) am 1l -6- -7- HCS CSSB 3471SA) am Il
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AN ACT

Authorizing the construction of the Knik Arm Crossing and re-
lating to the acquisition, construction, equipping, and mainte-
nance of toll facilities funded by revenue bonds and providing
toll collection authority.

BE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

THE ACT FOLLOWS Of) PAGE 1, LINE 1I2.

UFOERLINED MATERIAL HOICATES TEXT THAT IS BEING ADDED TO
THE LAW AVD BRACKETED MATERIAL IN CAPITAL LETTERS IIOICATES
DELETIONS FROM THE LAW; COMPLETELY NEW TEXT OR MATERIAL
REPEALED ANO RE-ENACTED 1S IDENTIFIED IN THE  INTRODUCTORY
LINE OF EACH BILL SECTION.

Approved by the Governor: July 6, 1986
Actual Effective Date: October 6, 1986



Chapter 162

All ACT
i Authorizing the construction of the Knik Arm Crossing
and relating to the acquisition, construction, equipping,
and maintenance of toll facilities funded by revenue

bonds and providing toll collection authority.

tiertion 1. AS 37.15 is amended by adding new sections to road:
ARTICLE h. TOLL FACILITIES REVENUE BONDS.

Sec. 37.15.610. BOND AUTHORIZATION. For the purpose of provid-
ing part or all of the money to be used, with or without any grants or
other money that may become available, the issuance and sale of reve-
nue bonds of the state in the total principal sum of not to exceed
3300,000,000 is authorized to acquire, construct, equip, and install
the additions, improvements, extensions, and facilities authorized in
AS 37.15.720 and 37.15.730. The principal of and interest on these
bonds are paid out of and secured by the gross revenues derived by the
Etate fron the ownership, use, and operation of the toll facilities,
and out of any other revenue or money that the state legislature may
provide exclusive of any state tax or license. Bonds may not be
issued to assist in the acquisition, financing, or operation of proj-
ects without’prior approval from the legislature.

Sec. 37.15.620. CONSTRUCTION FUND. @ The toll facilities
construction fund is established for deposit of proceeds of the sale

of the bonds authorized by AS 37.15.610 and any grant or other money
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