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Original sponsors: Halford, Faiks,
Uehling, et al.

IN THE SENATE BY THE FINANCE COMMITTEE

CS F O R  SENATE BILL NO. 471 (Finance)

IN THE L E G I S L A T U R E  OF THE STATE OF A L A S K A  

F I F T EENTH LEGISL A T U R E  - SECOND SESSION

A  BILL

For an Act entitled: "An Act estab lishing a p r o g r a m  in the A l a s k a  I ndus­

trial D evelop ment and Export A u t h o r i t y  to guarantee 

business loans; and p roviding for a n  effective date."

BE IT ENACTED BY THE LEG ISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.88 is amended b y  adding n e w  sections to read:

ARTICLE 6A. BUSINESS A SSI STANCE PROGRAM.

Sec. 44.88.500. BUSINESS ASSIST A N C E  FUND. (a) The business

assistance fund is establis hed in the authority from m o n e y  in the 

authority's reserves designated b y  the authority for the purpose.

Subject to the requirements of AS 44.88.500 - 44.88.599, the authority 

m a y  use m o n e y  in the fund

(1) to guarantee n e w  l o a n s ; and

(2) to guarantee loans made to refinance existing loans.

(b) The holder of a debt instrument for a loan guaran t e e d  by the

authority does not have recourse to the assets of the auth ority beyond 

those designated by the autho rity from its reserves for the purpose.

Sec. 44.88.505. Q U A L I FIC ATIONS OF APPLI C A N T  F O R  N E W  L O A N  G U A R A N­

TEE. (a) A  business enterprise m a y  apply for a n e w  loan guarantee 

u nder AS 44.88.500(a)(1).

(b) The au thority m a y  establ ish additional applicant q u a l i f i c a­

tions b y  regulation. These qualifications m a y  vary depending upon the 

type of business the applicant is engaged in.

Sec. 44.88.510. A P P L I C A T I O N  FOR N E W  LOAN GUARANTEE. A n  a p p l i­

cant for a n e w  loan guarantee shall provide information that the
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authority m a y  require by regulation. The a uthority m a y  r e q uire s u b­

mis s i o n  of an economic benefit analysis pr epared b y  a p e r s o n  a c c e p t­

able to the authority.

Sec. 44.88.515. QUALIFIC ATIONS OF APPLI C A N T  F O R  DEBT REFINA N C I N G  

GUARANTEE. A  business enterprise m a y  apply u n d e r  AS 44.88.500(a)(2) 

to guarantee the refinancing of existing debt.

Sec. 44.88.520. A P P L I C A T I O N  F O R  DEBT  R E F I N A N C I N G  GUARANTEE. A n  

applicant for a debt refinancin g guarantee shall provi de the i n f o r m a­

tion that the authority m a y  require b y  regulation.

Sec. 44.88.525. CONDITIONS OF DEB T R EF INANCING GUARANTEE. The 

authority may not guarantee refinance d debt

(1) unless the refinancing

(A) is n e c e s s a r y  to extend substantial debt payments

over a longer p e r i o d  of time, thereby improving the applicant's

net cash flow and w o r k i n g  capital position consistent w i t h  the

useful life of the assets being refinanced;

(B) assists w i t h  short-term debt, or cash expenditures

w h e n  lenders will not extend reasonable longer terms to the 

applicant; and

(C) creates additional economic opport u n i t y  or i m­

proves the v i a b ility of the borrowe r rather than just reducing 

the liability of the lender; or

(2) unless the r e fina ncing is necessa ry to place a p e r m a­

nent loan subsequent to an int erim loan for financing c o nstruction  of 

the project.

Sec. 44.88.530. A P P L I C A B I L I T Y  OF PROVISIONS. AS 44.88.535 -

44.88.560 apply to

(1) new loan guarantees under AS 44.88.500(a)(1); and

(2) debt refinancing guarantees under AS 44.88.500(a)(2).

CSSB 4 7 1 (Fin) -2-
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Sec. 44.88.535. CONDITIONS OF LOAN  GUARANTEE. (a) The a u t h o r­

ity m a y  guarantee a loan under AS 44.88.500 - 44.88.599 if the

(1) loan is commercially reasonable, contains amorti z a t i o n  

provisions satisfactory to the authority, is secured b y  adequate 

collateral, and the net cash flow f r o m  the b o r rower provides adequate 

coverage for the debt service on the loan;

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

(3) loan is originated w i t h  and serviced b y  a state c h a r­

tered or federally chartered financial institution;

(4) portion of the loan not guaranteed by the auth ority is
I

held by the originating financial institution or another financial 

institution approved b y  the authority;

(5) loan is mad e to a business w i t h  a m a j o r i t y  interest 

h e l d  by state residents; and

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

(b) The authority m a y  provide a guarantee from the fund for up :

to 75 percent of a loan that qualifies under AS 44.88.500 - 44.88.599. !
I

The ratio of the guarantee to the outstanding principal of the loan 

m a y  not increase over the term of the loan.

(c) The authority m ay not guarantee the payment of interest on 

the guaranteed portion of a loan.

Sec. 44.88.540. LIMITAT IONS OF GUARANTEES F R O M  THE FUND. The

authority may not guarantee

(1) a total of mo r e  than $50,000,000 of loans;

(2) more than $25,000,000 of loans in w h i c h  the amount of 

the loan guarantee exceeds $500,000.

Sec. 44.88.545. LIMIT ATIONS OF GUARANTEES W I T H  R E S P E C T  TO B O R­

ROWERS. The authority m a y  not guarantee

(1) a loan of more than $1,000,000;
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(2) loans to an individual borrower that cumulatively

exceed $1,000,000 of indebtedness.

Sec. 44.88.550. INTEREST ON GUARANTEED LOAN. The m a x i m u m  i n t e r­

est rate on a loan guaranteed b y  the authority is

(1) for a loan guarantee that exceeds 65 percent of the

loan, one and one-half percentage points above the prime rate on the 

day the loan guarantee is made; and

(2) for a loan guarantee that is equal to or less than 65 ;

percent of the loan, two and three-quarters percentage points above j
i

the prime rate on the day the loan guarantee is made.

Sec. 44.88.555. SERVICING OF GU ARANTEED LOANS. (a) The f i n a n­

cial institution that holds a loan guaranteed b y  the authority under j

AS 44.88.500 - 44.88.599 shall

]
(1) service the loan;

i
(2) exercise diligence in collecting amounts due under  the !

loan; and
j

(3) comply w i t h  all requirements of the loan guarantee i

agreement.
I

(b) Amounts received toward satisfaction of a default on a loan ,
!

guarantee d under AS 44.88.500 - 44.88.599 shall be allocated b e t w e e n  I
j

the lender and the fund according to the guaranteed percentage of the i 

loan until the principal balance has b e e n  repaid.
I

Sec. 44.88.560. POWERS OF THE AUTHORITY. The authority m a y

(1) adopt regulations to implement AS 44.88.500 - 44.88.-
i

599;

(2) establish terms and conditions for loan guarantees and 

refinancing agreements subject to the requirements of AS 44.88.500 - 

44.88.599; j

I
(3) make and execute contracts and other instruments to 

CSSB 4 7 1 (Fin) -4-
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1 (2) loans to an individual borrower that cumul atively

2 exceed $1,000,000 of indebtedness.

3 Sec. 44.88.550. INTEREST ON GUARANTEED LOAN. The m a x i m u m  inter-

4 est rate on a loan guaranteed b y  the authority is

5 (1) for a loan guarantee that exceeds 65 percent of the

6 loan, one and one-half percentage points above the prime rate on the

7 day the loan guarantee is made; and
\

8 (2) for a loan guarantee that is equal to or less than 65

9 percent of the loan, two and three-quarters percent age points above

10 the prime rate on the day the loan guarantee is made.

11 Sec. 44.88.555. SERVICING OF GUARANTEED LOANS. (a) The finan-

12 cial institution that holds a loan guaranteed by the authority under

13 AS 44.88.500 - 44.88.599 shall

14 (1) service the loan;

15 (2) exercise diligence in collecting amounts due u n d e r  the

16 loan; and

17 (3) comply w i t h  all requirements of the loan gu arantee

18 agreement.

19 (b) Amounts received toward satisfaction of a default on a loan

20 guarante ed under AS 44.88.500 - 44.88.599 shall be allocated b e t w e e n

21 the lender and the fund according to the guara nteed percentage of the

22 loan u ntil the principal balance has been repaid.

23 Sec. 44.88.560. POWERS OF THE AUTHORITY. The authority m a y

24 (1) adopt regulations to implement AS 44.88.500 - 44.88.-

599;

26 (2) establish terms and conditions for loan guarantees and

27 refinancing agreements subject to the requirements of AS 44.88.500 - 

44.88.599;

(3) make and execute contracts and other instruments to 
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implement AS 44.88.500 - 44.88.599;

(4) charge one percent of the amount guar a n t e e d  as a one 

time fee for the service it provides under AS 44.88.500 - 44.88.599;

(5) acquire real or personal property b y  purchase, t r a n s­

fer, v./;' foreclosure w h e n  the ac quisition is n e c e ss ary to protect an 

interest in the fund; and

(6) exercise any other power necessary to implement AS 44.-

88.500 - 44.88.599.

Sec. 44.88.570. DISTRIBUTION OF LOANS. The authority shall 

distribute guarantees of n e w  loans and guarantees of loans m a d e  to 

refinance existing loans under A S  44.88.500 - 44.88.599 to all regions 

of the state in an equitable manner.

Sec. 44.88.599. DEFINITIONS. In AS 44.88.500 - 44.88.599

(1) "fund" means the business assistance fund established 

under AS 44.88.500;

(2) "prime rate" means the lowest m o n e y  center prime rate 

of interest that is published in the Wall Street Journal.

* Sec. 2. PROCEDURES GOVERNING P R O G R A M  REVIEW. (a) AS 44.66.050 and

44.66.060 apply to AS 44.88.500 - 44.88.599 (Business Ass ist a n c e  P r o g r a m  of 

the A l a s k a  Industrial Development and Export A u t h o r i t y ) .

(b) The First Session of the Seventeenth A laska State L e gisl ature 

shall conduct the legislative oversight proceedings required b y  (a) of this 

section.

* Sec. 3. AS 44.88.500 - 44.88.599 are repealed July 1, 1991,

* Sec. 4. This Act takes effect immediately under AS 07.10.070(c).

- 5 -  C S S B  4 7 1 (Fin)
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AMENDMENT TO CSSB 471 (Fin)

O f fered April 7, 1988
in the Senate Finance Committee

Page 5, Section 44.88.560, line 2: insert Subsection

(4) charge te- 1% of the amount guaranteed as a one 
time fee for the service it provides under AS 44.88.500-
44.88.599.

renumber the following accordingly
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A m e n d m e n t  b y  H e n s l e y

Page 5 ,  l i n e  2 .  Add new s e c t i o n .

S e c . 4 4 . 8 8 .5 9 5  D I S T R I B U T I O N  O F  L O A N S .  Loan  q u a ra n te e s  and d eb t
r e f i n a n c i n g  made by th e  a u t h o r i t y  u n d e r A S  4 4 . 8 8 . 5 0 0 - 4 4 . 8 8 . 5 9 9  s h a l l  
be d i s t r i b u t e d  t o  a l l  r e g io n s  o f  th e  s t a t e  in  an e q u i t a b le  m anner.
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5-1796P L 
Chenoweth 
4/7/88

Original sponsors: Halford, Faiks,
Uehling, et al.
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IN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 471 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH L EGISLAT URE - SECOND SESSION

A  BILL

For an A c t  entitled: "An A ct establis hing a p r o g r a m  in the A l a ska Indus­

trial Development and Export A u t h ority to guarantee 

business loans; and prov iding for an effective date."

BE IT E N ACTED B Y  THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.88 is amended by adding n e w  sections to read:

ARTICLE 6A. BUSINESS ASSIS T A N C E  PROGRAM.

Sec. 44.88.500. BUSINESS A S S I S T A N C E  FUND. (a) The business 

a ssistance fund is established in the authority from m o n e y  in the 

authority's reserves designated by the authority for the purpose. 

Subject to the requirements of AS 44.88.500 - 44.88.599, the authority 

m a y  use m o n e y  in the fund

(1) to guarantee n e w  loans; and

(2) to guarantee loans m a d e  to refinance existing loans.

(b) The holder of a debt instrument for a loan guaranteed b y  the

a uthority does not have recourse to the assets of the authority beyond 

those designated by the authority from its reserves for the purpose.

Sec. 44.88.505. QUALIFICATIONS OF A P P L ICANT F O R  N E W  L O A N  G U A R A N­

TEE. (a) A  business enterprise m a y  apply for a n e w  loan guarantee 

u nder AS 44.88.500(a)(1).

(b) The authority m a y  esta blish additional applicant q u a l i f i c a­

tions by regulation. These qualifications m a y  vary depending upon  the 

type of business the applicant is engaged in.

Sec. 44.88.510. A P PLI CATION FOR N E W  L O A N  GUARANTEE. An a p p l i­

cant for a n e w  loan guarantee shall provide information that the

-1- CSSB 4 7 1 (Fin)
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autho r i t y  m a y  require b y  regulation. The authority m a y  r e q u i r e  su b­

m i s s i o n  of an economic benefit analysis prepared by a p e r s o n  a c c e p t­

able to the authority.

Sec. 44.88.515. Q U A L I FICA TIONS O F  APPLICANT FOR D E B T  R E F I N A N C I N G  

GUARANTEE. A  business enterpri se m a y  apply u n der AS 44.88.500(a)(2) 

to gu arantee the refinancing of e x i s t i n g  debt.

Sec. 44.88.520. A P P L I C A T I O N  F O R  D E B T  REFINANCING GUARANTEE. An 

applicant for a debt refinancing g u a r antee shall provide the i n f o r m a­

tion that the authority m a y  r e q uire by regulation.

Sec. 44.88.525. CONDITIONS OF D E B T  REFINANCING GUARANTEE. Tne 

authority m a y  not guarantee r e f i n a n c e d  debt

(1) unless the refinancing

(A) is n e c e s s a r y  to e xtend  substantial debt payments

over a longer period of time, thereby improving the applicant's

net cash flow and w o r k i n g  capital position consistent  w i t h  the

useful life of the assets b e i n g  refinanced;

(B) assists w i t h  s h o r t - t e r m  debt or cash expenditures

w h e n  lenders will not e xt end reasonable longer terms to the 

applicant; and

(C) creates additional economic o p p o r t u n i t y  or im- • 

proves the viability of the b o r r o w e r  rather than just reducing 

the liability of the lender; or

(2) unless the r e f i n a n c i n g  is necessary to pl ace a p e r m a­

nent loan subsequent to an i n teri m loan for financing c o n s t r u c t i o n  of 

the project.

Sec. 44.88.530. A P P L I C A B I L I T Y  OF PROVISIONS. AS 44.88.535 -

44.88.560 apply to

(1) n e w  loan guarantees u n d e r  AS 44.88.500(a)(1); and

(2) debt refinancing guarantees under AS 44.88.500(a)(2) .

CSSB 4 7 1 (Fin) -2-
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W O R K  D R A F T W O R K  DRAFT

Sec. 44.88.535. CONDITIONS OF L O A N  GUARANTEE. (a) The a u t h o r­

ity m a y  guarantee a loan under AS 44.88.500 - 44.88.599 if the

(1) loan is c o mmercia lly reasonable, contains amortization 

provisions satisfactory to the authority, is secured by adequate 

collateral, and the net cash flow from the bo rrower provides adequate 

coverage for i:he debt service on the loan;

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

(3) loan is originated w i t h  and serviced by a state c h a r­

tered or federally chartered financial institution;

(4) loan gu aran t e e d  by the authority is h e l d  by the o r i g­

inating financial institution or another financial institution a p­

proved b y  the authority;

(5) loan is m a d e  to a business with  a m a j o r i t y  interest

h e l d  by state residents; and

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

(b) The authority m a y  provide a guarantee from the fund for up 

to 75 percent of a loan that qualifies u n d e r  AS 44.88.500 - 44.88.599. 

The ratio of the guarantee to the outstanding p rincipal of the loan 

may not increase over the term of the loan.

(c) The authority m a y  not gu arantee the payme nt of interest on 

the gu aranteed portion of a loan.

Sec. 44.88.540. L IMITA T I O N S  OF GUARANTEES FROM THE FUND. The

author ity may not guarantee

(1) a total of more than $50,000,000 of loans;

(2) more than $25,000,000 of loans in w h i c h  the amount of 

the loan guarantee exceeds $500,000.

Sec. 44.88.545. LIMITATI ONS O F  GUARANTEES W I T H  RESPECT TO B O R­

ROWERS. The authority m a y  not guarantee

(1) a loan of m o r e  than $1,000,000;

-3- C S S B  4 7 1 (Fin)
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(2) loans to an individual borrower that cumulatively

exceed $1,000,00 0 of indebtedness.

Sec. 44.88.550. INT EREST ON G U A R A N T E E D  LOAN. The m a x i m u m  i nter­

est rate on a loan gu aranteed by the authority is

(1) for a loan g u a r ante e that exceeds 65 p e r c e n t  of the

loan, one and one-half  p e r c e n t a g e  points above the p rime rate cn the 

day the loan guarantee is made; and

(2) for a loan guarantee that is equal to or less than 65

percent of the loan, two and three-quarters p e r c e n t a g e  points above

the prime rate on the day the loan g u a r a n t e e  is made.

Sec. 44.88.555. S E R V I CING OF GUARAN T E E D  LOANS. (a) T he f i n a n­

cial i n s t i t u t i o n  that holds a loan guarantee d b y  the a u t h o r i t y  under 

AS 44.88.500 - 44.88.599 shall

(1) service the loan;

(2) exercise dilige nce in collecting amounts due u n d e r  the

loan; and

(3) comply w i t h  all requi rements of the loan guarantee

a g r e e m e n t .

(b) Amounts re ceived toward satisfaction of a d e fault on a loan 

gu a r a n t e e d  u n d e r  AS 44.88.500 - 44.88.599 shall be a l l o cated between 

the lender and the fund acc ording to the guaranteed p e r c e n t a g e  of the 

loan until the principal b a l a n c e  has been  repaid.

Sec. 44.88.560. POWERS OF THE AUTHORITY. The a u t h o r i t y  m a y

(1) adopt regulations to implement AS 4 4 . 8 8.500 - 44.88.-

599;

(2) establish terms and conditions for loan guarantees and 

r efinancing  agreements subject to the requirements o f  AS 44.88.500 - 

44.88.599;

(3) make and execute contracts and other instruments to

CSSB 4 7 1 (Fin) -4-
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{IQ acquire real or personal p r o p e r t y  by purchase, t r a n s­

fer, or foreclosure w h e n  the acquisition is n e c e s s a r y  to protect an 

interest in the fund; and

(^) exercise a n y  other power n e c e s s a r y  to implement AS 44.-

88.500 - 44.88.599.
->  f\dJ^hl£UJ (Jectien. -

Sec. 44.88.599. DEFINITIONS. In AS 44.88.500 - 44.88.599,

(1) "fund" me ans the business assistance fund established 

under AS 44.88.500;

(2) "prime rate" means the lowest m o n e y  center prime rate 

of interest that is p u b l ished in the Wall Street Journal.

* Sec. 2. PROCEDURES GOVERNING P R OGRA M REVIEW. (a) AS 44.66.050 and

44.66.060 apply to AS 44.88.500 - 44.88.599 (Business Assistanc e Program of 

the A laska Industrial Develo p m e n t  and Export A u t h o r i t y ) .

(b) The First Session of the Seventeenth A las ka State Legislature 

shall conduct the legislative oversight proceedi ngs r e q uire d by (a) of this 

section.

* Sec. 3. AS 44.88.500 - 44.88.599 are r e p ealed July l, 1991.

* Sec. 4. This Act takes effect immediately under A S  01.10.070(c).

-5- C S S B  4 7 1 (Fin)
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Original sponsors: Halford, Faiks,
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WORK DRAFT

IN THE SENATE B Y  THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 471 (Finance)

IN THE L E GISL ATURE OF THE STATE O F  A L A S K A  

FIFTEENTH LEGISL A T U R E  - SECO ND S E SSION

A  BILL

For an Act entitled: "An Act establishing a p r o g r a m  in the Alaska Indus-

trial De velopment and E x port A u t h o r i t y  to guarantee 

business loans and to r e f i n a n c e  debt; and providing 

for an effective date."

BE IT ENA CTED BY THE L E G I S L A T U R E  OF THE STATE O F  ALASKA:

* Section 1. AS 44.88 is amended b y  adding n e w  sections to read:

ARTICLE 6A. BUSINESS ASS IST A N C E  PROGRAM.

Sec. 44.88.500. BUSINESS ASSISTAN CE FUND. The business a s s i s­

tance fund is established in the authority f r o m  appropriations for the 

purpose and from m o n e y  in the authority's reserves. Subject to the 

requirements of AS 44.88.500 - 44.88.599, the a u t h ority m a y  use money 

in the fund

(1) to guarantee loans, including loans m a d e  to refinance

existing loans, to businesses that q u alify under  AS 44.88.505 and

apply under AS 44.88.510; and

(2) to re finance the debt of busine s s e s  that qualify under 

AS 44.88.545 and apply under AS 44.88.550.

Sec. 44.88.505. QUALIFICATIONS OF A P P L I C A N T  F O R  L O A N  GUARANTEE.

A  business enterprise may apply for a loan g u a r ante e under AS 44.88.- 

500 - 44.88.599. The authority m a y  e s t a b l i s h  additional applicant 

qualifications b y  regula t i o n  and these q u a l i fications m a y  vary d e p e n d­

ing upon the type of business the applicant is engaged in.

Sec. 44.88.510. A PPLIC A T I O N  FOR L O A N  GUARANTEE. A n  applicant

for a loan guarantee shall provide information that the authority may

-1- CSSB 4 7 1 (Fin)



\ <

•/

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

require by regulation. The a u t h ority m a y  require submis s i o n  of an 

economic benefit analysis p r e p a r e d  b y  a person a cceptable  to the 

authority.

Sec. 44.88.515. CONDITIONS O F  L O A N  GUARANTEES. (a) The a u t h o r­

ity m a y  guarantee a loan under AS 44.88.500 - 44.88.599 if the

(1) loan is commercially reasonable, contains a m or tization 

provisions satisfactory to the authority, is secured by adequate 

collateral, and the net cash flow  from the borrower pr ovides adequate 

coverage for the debt'service on the loan;

(2) term of the loan does n o t  exceed 20 years;

(3) loan is originated w i t h  and serviced by a state c h a r­

tered or federally chartered financial institution;

(4) p o rtion of the loan not guaranteed by the a u t h ority  is 

h e l d  b y  the originating financial institution or another financial 

institution approved by the authority;

(5) loan is m a d e  to a business with a m a j o r i t y  interest 

held b y  state residents; and

(6) the loan guarantee provides a benefit, to the borrower.

(b) The authority m a y  p r ov ide a guarantee from the fund for up

to 90 percent of a loan that qualifies under AS 44.88.500 - 44.88.599.

The ratio of the gu arantee to the outstanding prin cipal of the loan

m a y  not increase over the term of the loan.

(c) The authority m a y  not guarantee the payment of interest on

the guaranteed portion of a loan.

Sec. 44.88.520. LIMITATIONS  OF L O A N  GUARANTEES F R O M  THE FUND. 

The authority m a y  not guarantee

(1) a total of more than $50,000,000 of loans;

(2) more than $25,000,000 of loans in w h i c h  the amount of 

the loan guarantee exceeds $500,000.

4 7 1 (Fin) -2-



9

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

W O R K  DRAFT WORK DRAFT

Sec. 44.88.525. LIMITATIONS OF L O A N  GUARANTEES W I T H  RESP ECT TO . 

BORROWERS. The authority m a y  not gua rantee

(1) a loan of more than $1,000,000;

(2) loans to an individual borrower that cumulatively

e xceed $1,000,000 of indebtedness.

Sec. 44.88.530. INTEREST ON G UARAN T E E D  LOAN. The m a x i m u m  inter­

est rate on a loan guaranteed b y  the aut hority is

(1) for a loan guarantee that exceeds 80 percent of the

loan, one and one-half percentage points above the prime rate on the

day the loan guarantee is made; and

(2) for a loan guarantee that is equal to or less than 80 

p e rce nt of the loan, two and three-quarters percentage points above 

the prime rate on the day the loan guarantee is made.

Sec. 44.88.535. DEFAULT OR FORECLOSURE OF A  GUARANTEED LOAN.

(a) Payments r eceived toward sati sfaction of a default on a loan

g u a r a n t e e d  under AS 44.88.500 - 44.88.599 shall be allocated between 

the lender and the fund according to the guaranteed percentage of the

loan until the principal balanc e has b e e n  repaid.

(b) The authority shall dispose of property acquired through

default or foreclosure of a loan guaranteed under AS 44.88.500 -

44.88.599. Disposal shall be in a m a n n e r  that serves the best i n­

terest of the state and m a y  include the amortization of payments over 

a p e r i o d  of years.

Sec. 44.88.540. RELATIONSHIP TO O T H E R  LOANS. Notwithstanding 

other provisions of law, a business enterprise that qualifies under 

AS 44.88.505 to apply for a loan guarantee under AS 44.88.500 - 44.- 

88.599 shall apply for a loan guarantee before it m a y  apply for a 

direct loan of state m o n e y  under any other state loan program. Only 

after an application for the guarantee of a loan to be used for a

-3- CSSB 4 7 1 (Fin)
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particular purpose is rejected u n d e r  AS 44.88.500 - 44.88.599 m a y  a 

business enterprise apply for a direct state loan for that purpose.

Sec. 44.88.545. QUALIFICATIONS O F  A P P L I C A N T  F O R  DEBT R E F I N A N C­

ING. A  business enterprise m a y  a pply u n d e r  AS 44.88.500 - 44.88.599 

to refinance existing debt. The a u t h o r i t y  m a y  approve a refinancing 

of existing debt if the authority finds that

(1) the refinancing involves a viable project; and

(2) the refinancing w i l l  save existing jobs.

Sec. 44.88.550. v APPLICATION F O R  D E B T  REFINANCING. An applicant 

for r e financing of existing debt shall provide the information that 

the authorit y m a y  require by regulation.

Sec. 44.88.555. CONDITIONS O F  D E B T  REFINANCING. The authority 

m a y  not r e f i nance debt unless the r e f i n a n c i n g

(1) is nec essary to extend substantial debt payments over a

longer p e r i o d  of time, thereby improving the applicant's net cash flow

and w o r k i n g  capital position consistent w i t h  the useful life of the 

assets b e i n g  refinanced;

(2) assists w i t h  short-term  debt or cash expenditures when 

lenders w i l l  not extend reasonable longer terms to the applicant; or

(3) is necessary to place a permanent loan subsequent to an 

interim loan for financing construction of the project.

Sec. 44.88.560. DEFAULT OR FOREC L O S U R E  OF A  REFINANCED LOAN,

(a) The authority  shall dispose o f  p r o p e r t y  acquired through default 

or foreclosure of a loan refinanced u n d e r  AS 44.88.500 - 44.88.599. 

Disposal shall be in a m an ner that serves the best interest of the 

state and m a y  include the amortization of payments over a period of 

y e a r s .

Sec. 44.88.565. POWERS OF THE AUTHORITY. The authority may

(1) designate agents and delegate powers necessary to 

CSSB 4 7 1 (Fin) -4-
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implement AS 44.88.500 - 44.88.599;

(2) adopt regulations to implement AS 44.88.500 - 44.88.-

599;

(3) establish terms and conditions for loan guarantees and 

r efinancing agreements subject to the requirements of AS 44.88.500 - 

44.88.599;

(4) m a k e  and execute contracts and other instruments to 

implement AS 44.88.500 - 44.88.599;

(5) acquire real or personal property b y  purchase, t ran s­

fer, or f o reclosure w h e n  the acquisition is necessary to protect an 

interest in the fund; and

(6) exercise any other power necessary to implement AS 44.-

88.500 - 44.88.599.

Sec. 44.88.570. SPECIAL A C COUNT  ESTABLISHED. (a) There is 

established as a special account w i t h i n  the fund the foreclosure 

expense account.

(b) The authority may expend m oney credited to the foreclosure 

expense account w h e n  necessary to protect the state's security i n t e r­

est in collateral on loans guaranteed or refinanced u nd er AS 44.88.- 

500 - 44.88.599 or to defray expenses incurred during a foreclosure 

proceeding after a default.

Sec. 44.88.599. DEFINITIONS. In AS 44.88.500 - 44.88.599,

(1) "fund" means the business assistance fund established 

under AS 44.88.500;

(2) "prime rate" means the lowest money center prime rate 

of interest that is published in the Wall Street Journal.

* Sec. 2. PRO CEDURES GOVERNING PROGRAM REVIEW. (a) AS 44.66.050 and

44.66.060 apply to AS 44.88.500 - 44.88.599 (Business Assistance P r ogram of 

the Alaska Industrial Development and Export A u t h o r i t y ) .

-5- CSSB 4 7 1 (Fin)
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(b) The F i r s t  S e s s i o n  o f  t h e  S e v e n t e e n t h  A l a s k a  S t a t e  L e g i s l a t u r e  
s h a l l  c o n d u c t  t h e  l e g i s l a t i v e  o v e r s i g h t  p r o c e e d i n g s  r e q u i r e d  by (a) o f  t h i s  
s e c t i o n .

* Sec.  3. AS 44.88.500 - 44.88.599 a r e  r e p e a l e d  J u l y  1, 1991.
* Sec .  4. T h i s  Ac t  t a k e s  e f f e c t  im m ed i a t e l y  u n d e r  AS 01.10.070(c).
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TGOd H lE dO iS IU TrM
LEGISLATIVE AFFAIRS AGENCY /

POUCHY STATE CAPllOl 
/ JUNIAIJ AIASKA9 9 8 I I 
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M  E M X )  R A N D U M A p r i l  1, 1988

FRO M :

D r a f t  CSSB 471 (F in an ce) ,  s e c t i o n a l  a n a l y s i s
S e n a t o r  R ic k  H a l f o r d ^  Co-Chair 
Sena te  F i n a n c e  £ f m x t t e e
J a c k  Chenowet^i / I /  
L e g i s l a t i v e  (foA n ie l

/

S e n a t e  B i l l  471 and t h i s \ d r a f t  S e n a te  F in a n c e  Commit tee  Sub­
s t i t u t e  add t o  t h e  r e s p o n s i b i l i t i e s  o f  t h e  A l a s k a  I n d u s t r i a l  
Deve lopment  and E x p o r t  A u t h o r i t y  a  p r o p o s e d  " b u s i n e s s  a s s i s ­
t a n c e  p r o g r am . "  The p ro g r am \w ou ld  p e rm i t  t h e  A u t h o r i t y  t o  
become i n v o l v e d  w i t h  b u s i n e s s \ l c a n  g u a r a n t e e s  and  w i t h  r e f i ­
n a n c i n g  o f  e x i s t i n g  b u s i n e s s  d e b t .  The e x p e n s e s  o f  b o t h  t h e  
l o a n  g u a r a n t e e s  and t h e  r e f i n a n c i n g  wou ld  be  met  f rom  a p r o ­
p o s ed  " b u s i n e s s  a s s i s t a n c e  f u n d "  \ n  t h e  A u t h o r i t y ,  t o  wh ich  
t h e  l e g i s l a t u r e  wouLcf b e  a s k e d  o r  e x p e c t e d  t o  make a p p r o p r i ­
a t i o n s .  The b i l l  g / a n t s  t h e  A l a s k a N l n d u s t r i a l  Deve lopmen t  
and  E xpo r t  A u t h o r i t y  g e n e r a l  powers  t o  imp lemen t  b o t h  f a c e t s  
o f  t h e  p r o p o s e d  b u s i n e s s  a s s i s t a n c e  p rog ram , s e t s  c o n d i t i o n s  
and  l i m i t a t i o n s  ion t h e  A i i t h o r i t y ' s  r e s p o n s i b i l i t y  t o  manage 
each ,  and s p e c i f i e s  a t e r m i n a t i o n  d a t e  f b r  t h e  p rog ram .
B u s i n e s s  a s s i s t a n c e  p rog ram  and  fu nd  (AS 4 \ .88 .500) :
The s o u r c e y6 f  f i n a n c i a l  a s s i s t a n c e  f o r  t h e  A u t h o r i t y ' s  b u s i ­
n e s s  a s s i s t a n c e  p rog ram  i s  a  b u s i n e s s  a s s i s t a n c e  f u n d  (AS 
44.88.500/). The A u t h o r i t y  may u s e  money i n  thK fu nd  t o  r e ­
f i n a n c e  E x i s t i n g  l o a n s  and  t o  g u a r a n t e e  l o a n s .
Loan g u a r a n t e e s  (AS 44.88.505 - 44.88 .540)
Und^f p r o p o s e d  AS 44.88.505, t h e  a p p l i c a n t  f o r  a  l o ^ n  g u a r ­
a n t e e  must  b e  a  " b u s i n e s s  e n t e r p r i s e , "  a t e rm  t h a t  r s  d e ­
f i n e d  i n  AS 44.88.220. The a p p l i c a n t  must  a l s o  mee t  q u a l ­
i f i c a t i o n s  s e t  by  t h e  A u t h o r i t y  by r e g u l a t i o n .
AS 44.88.510 s p e c i f i e s  t h a t  an  a p p l i c a n t  f o r  a l o a n  g u a r a n ­
t e e  mus t  subm i t  t h e  i n f o r m a t i o n  t h a t  t h e  A u t h o r i t y  may
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r e q u i r e  by r e g u l a t i o n .  The A u t h o r i t y  may, b u t  n e e d  n o t  
n e c e s s a r i l y ,  r e q u i r e  s u b m i s s i o n  o f  an economic  b e n e f i t  
a n a l y s i s .
AS 44.88.515 s e t s  o u t  l o a n  g u a r a n t e e  c o n d i t i o n s .  The Au­
t h o r i t y  may g u a r a n t e e  a  l o a n  t h a t  m ee t s  t h e  s p e c i f i c  r e ­
q u i r em e n t s  and  c o n d i t i o n s  o f  t h a t  s e c t i o n ,  w i t h  a  g u a r a n t e e  
l i m i t e d  t o  90 p e r c e n t  o f  a  q u a l i f y i n g  l o a n ,  w i t h  a  g u a r a n t e e  
o f  n o t  more t h a n  $1 m i l l i o n  p e r  l o a n .  The A u t h o r i t y  i s  p r e ­
c l u d e d  f rom g u a r a n t e e i n g  i n t e r e s t  paymen ts  on t h e  g u a r a n t e e d  
p o r t i o n  o f  t h e  l o a n .
AS 44.88.520 and 44.88.525 e s t a b l i s h  d o l l a r  l i m i t a t i o n s  on 
l o a n  g u a r a n t e e s .  Those  l i m i t a t i o n s  p r e c l u d e ,  u n d e r  AS 44.-
88.520, g u a r a n t e e  o f  more t h a n  $50,000,000 i n  l o a n s  i n  t h e  
a g g r e g a t e ,  and  more t h a n  $25,000,000 o f  l o a n s  i n  w h ich  t h e  
amount o f  t h e  i n d i v i d u a l  l o a n  g u a r a n t e e s  e x ce ed  $500,000. 
Those l i m i t a t i o n s  a l s o  p r e c l u d e  a g u a r a n t e e  o f  a l o a n  more 
t h a n  $1,000,000 and  o f  l o a n s  t h a t  t o t a l  more t h a n  $1,000,000 
by an i n d i v i d u a l  b o r r ow e r  u n d e r  one o r  more l o a n s  i n  wh ich  
t h a t  b o r r ow e r  h a s  an i n t e r e s t .
Under AS 44.88.530, t h e  b i l l  s e t s  maximum i n t e r e s t  r a t e s  on 
a l o a n  g u a r a n t e e d  by t h e  A u t h o r i t y  e x p r e s s e d  i n  t e rm s  o f  t h e  
r e l a t i o n s h i p  t o  t h e  t h e n - p a y a b l e  p r im e  r a t e .  S t a n d a r d  p r o ­
v i s i o n s  a r e  i n c l u d e d  i n  AS 44.88.535 t o  c o v e r  d e f a u l t  and 
f o r e c l o s u r e  on a g u a r a n t e e d  l o a n .  F i n a l l y ,  by o p e r a t i o n  o f  
AS 44.88.540, t h e  b i l l  wou ld  t e n d  t o  make t h e  A u t h o r i t y ' s  
b u s i n e s s  a s s i s t a n c e  f u n d  a  p a ram oun t  s o u r c e  o f  s t a t e  s u p p o r t  
f o r  b u s i n e s s  b o r r ow in g  i n  p r i o r i t y  p o s i t i o n  t o  l o a n s  from 
o t h e r  s t a t e  s o u r c e s  i n  t h a t  i t  c o n d i t i o n s  f u r t h e r  d i r e c t  
s t a t e  l o a n s  t o  a q u a l i f y i n g  b u s i n e s s  f rom  o t h e r  s t a t e  s o u r ­
c e s  on a p p l i c a t i o n  f o r  an A u t h o r i t y  l o a n  g u a r a n t e e  e n t e r ­
p r i s e  and  r e j e c t i o n  o f  t h e  l o a n  g u a r a n t e e  a p p l i c a t i o n .
Deb t  r e f i n a n c i n g  (AS 44.88.545 - 44.88.560):
The q u a l i f i c a t i o n s  o f  an a p p l i c a n t  f o r  d e b t  r e f i n a n c i n g  
t r a c k  t h o s e  e s t a b l i s h e d  f o r  an  a p p l i c a n t  f o r  a l o a n  g u a r a n ­
t e e .  Under AS 44.88.545, t h e  a p p l i c a n t  mus t  be  a  " b u s i n e s s  
e n t e r p r i s e . "  R e f i n a n c i n g  i s  l i m i t e d  t o  d e b t  a s s o c i a t e d  w i t h  
a v i a b l e  p r o j e c t  f o r  w h ic h  t h e  r e f i n a n c i n g  may be  shown t o  
s av e  e x i s t i n g  j o b s .
As w i t h  t h e  l o a n  g u a r a n t e e  p r o v i s i o n s ,  u n d e r  AS 44.88.550, 
t h e  A u t h o r i t y  may s e t  s p e c i f i c  r e q u i r e m e n t s  f o r  i n f o r m a t i o n  
t o  be  s u b m i t t e d  i n  s u p p o r t  o f  r e f i n a n c i n g  o f  d e b t .
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AS 44.88.555 s p e l l s  o u t  t h r e e  s p e c i f i c  c o n d i t i o n s  u n d e r  
wh ich  t h e  A u t h o r i t y  may r e f i n a n c e  d e b t ,  any one o f  wh ich  
mus t  be me t .  R e f i n a n c i n g  i s  n o t  p e r m i t t e d  w i t h o u t  e v i d e n c e  
t h a t  r e f i n a n c i n g  i s  r e a s o n a b l y  n e c e s s a r y  t o  imp rove  t h e  a p ­
p l i c a n t ' s  p o s i t i o n ,  when a s s i s t a n c e  from o t h e r  s o u r c e s  u n d e r  
e x t e n d e d  o r  l o n g e r  t e rm s  i s  n o t  r e a s o n a b l e ,  o r  when n e c e s ­
s a r y  t o  a s s i s t  i n  p l a c i n g  a  p e rm anen t  l o a n  a t  t h e  end  o f  an 
i n t e r i m  l o a n  t h a t  f i n a n c e d  c o n s t r u c t i o n  o f  t h e  p r o j e c t .
S t a n d a r d  p r o v i s i o n s  a r e  i n c l u d e d  i n  AS 44.88.560 t o  c o v e r  
d e f a u l t  and  f o r e c l o s u r e  on t h e  d e b t  i n s t r u m e n t s  f o r  a d e b t  
t h a t  i s  r e f i n a n c e d  u n d e r  t h i s  p rog ram .
G en e r a l  p r o v i s i o n s  (AS 44.88.565 - 44.88.599);
AS 44.88.565 g r a n t s  g e n e r a l  a u t h o r i t y  t o  t h e  A l a s k a  I n d u s ­
t r i a l  Deve lopmen t  and E x p o r t  A u t h o r i t y  t o  " e x e r c i s e  any pow­
e r  n e c e s s a r y  t o  im p lem en t "  t h e  b u s i n e s s  a s s i s t a n c e  p rog ram ; 
t h e  A u t h o r i t y  may e s t a b l i s h  a d d i t i o n a l  p r o c e d u r e s  and r e ­
q u i r e m e n t s  r e l e v a n t  t o  d e b t  r e f i n a n c i n g .
As h a s  b e e n  common in  r e c e n t  s i m i l a r  .L e g i s l a t i o n ,  AS 44.88.- 
570 e s t a b l i s h e s  a  s p e c i a l  a c c o u n t  t o  a i d  i n  f o r e c l o s u r e  p r o ­
c e e d i n g s  .
The l a s t  s e c t i o n ,  AS 44.88.599, d e f i n e s  k ey  t e rm s  u s e d  i n  
t h e  l e g i s l a t i o n .

*

B i l l  s e c t i o n s  2 and  3 a r e  c o n c e r n e d  w i t h  t e r m i n a t i o n  o f  t h e  
A u t h o r i t y ' s  b u s i n e s s  a s s i s t a n c e  p rog ram . While  t h e  p rog ram  
i s  t o  t e r m i n a t e  i n  a b o u t  t h r e e  y e a r s  ( J u ly  1, 1991), t h a t  
t e r m i n a t i o n  c o n t e m p l a t e s  a " s u n s e t - l i k e "  r e v i ew  o f  t h e  p r o ­
gram by t h e  F i r s t  S e s s i o n  o f  t h e  17th L e g i s l a t u r e ,  co n v en in g  
i n  J a n u a r y  1991, a s  an  e v a l u a t i o n  o f  t h e  p rog rams e f f e c ­
t i v e n e s s  p r i o r  t o  i t s  t e r m i n a t i o n .  Under t h e  s t a t e ' s  s u n s e t  
p r o c e d u r e s ,  p ro g ram  t e r m i n a t i o n  i s  p o s i t e d ,  b u t  may be 
a v o i d e d  by  an a f f i r m a t i v e  l e g i s l a t i o n  e n a c tm en t .
B i l l  s e c t i o n  4 g i v e s  t h e  l e g i s l a t i o n  an immed ia te  e f f e c t i v e  
d a t e .
A t t a c hm en t
JBC:bb 
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5 - 1 7 9 6 N  . 
C h e n o w e t h
4 / 1 / 8 8

O r i g i n a l  S p o n s o r s :  H a l f o r d ,  F a i k s ,
U eh l in g ,  e t  a l .

IN THE SENATE \  BY THE FINANCE COMMITTEE
:S FOR SENATE BILL NO. 471 (Fit/ance)

IN THE LEGISLATURE OF THE STATe/OF ALASKA 
FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL
Fo r  an  A c t  e n t i t l e d :  "An AVt e s t a b l i s h i n g ' '  a p rog ram  i n  t h e  A l a s k a  I n d u s ­

t r i a l  D eve lopmen t  /and E x p o r t  A u t h o r i t y  t o  g u a r a n t e e  
b u s i n e s s  l o a n s  and t o  r e f i n a n c e  debt;; and  p r o v i d i n g  
f o r  an  e f f e c t i v e  d a t e . "

BE IT ENACTED BY THE LEGISLATURE OF^HE STATE OF ALASKA:
* S e c t i o n  1. AS 44.88 i s  amended t*y a d d i n g  new s e c t i o n s  t o  r e a d :

ARTICLE 6A. BUSINESS ASSISTANCE PROGRAM.
Sec .  44.88.500. BUSINESS ASSISTANCE FUND. The b u s i n e s s  a s s i s ­

t a n c e  fu nd  i s  e s t a b l i s h e d  i n  t h e  a u t h o r i t y  f rom  a p p r o p r i a t i o n s  f o r  t h e
J  \

p u r p o s e .  S u b j e c t  t o  t h e  r e q u i r e m e n t s  o fx AS 44.88.500 - 44.88.599, t h e  
a u t h o r i t y  may u s e  money i n  t h e  f u n d

(1) t o  g u a r a n t e e  l o a n s ,  i n c l u d i n g  l o a n s  made t o  r e f i n a n c e  
e x i s t i n g  l o a n s ,  td  b u s i n e s s e s  t h a t  q u a l i f j \  u n d e r  AS 44.88.505 and 
a p p l y  u n d e r  AS 44/88.510; and

(2) t/o r e f i n a n c e  t h e  d e b t  o f  b u s i n e s s e s  t h a t  q u a l i f y  u n d e r  
AS 44.88.545 add  a p p l y  u n d e r  AS 44.88.550.

Sec .  44./88.505. QUALIFICATIONS OF APPLICANT 'FOR LOAN GUARANTEE.I \
A b u s i n e s s  e n t e r p r i s e  may a p p l y  f o r  a  l o a n  g u a r a n t e e  u n d e r  AS 44.88.- 
500 - 44.88.599. The a u t h o r i t y  may e s t a b l i s h  a d d i t i o n a l  a p p l i c a n t  
q u a l i f i c a t i o n s  by r e g u l a t i o n  and t h e s e  q u a l i f i c a t i o n s  may v a r y  d ep end ­
i n g  upon  t h e  t y p e  o f  b u s i n e s s  t h e  a p p l i c a n t  i s  engaged  i n .

Sec .  44.88.510. APPLICATION FOR LOAN GUARANTEE. An a p p l i c a n t  
f o r  a  l o a n  g u a r a n t e e  s h a l l  p r o v i d e  i n f o r m a t i o n  t h a t  t h e  a u t h o r i t y  may 
r e q u i r e  by r e g u l a t i o n .  The a u t h o r i t y  may r e q u i r e  s u b m i s s i o n  o f  an
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econom ic  b e n e f i t  a n a l y s i s  p r e p a r e d  by  a p e r s o n  a c c e p t a b l e  t o  t h e  
a u t h o r i t y .

S ec .  44.88.515. CONDITIONS OF LOAN GUARANTEES. (a) The a u t h o r ­
i t y  may g u a r a n t e e  a l o a n  u n d e r  AS 44.88.500 - 44.88.599 i f  t h e

(1) l o a n  i s  c o m m e r c i a l l y  r e a s o n a b l e ,  c o n t a i n s  a m o r t i z a t i o n  
p r o v i s i o n s  s a t i s f a c t o r y  t o  t h e  a u t h o r i t y ,  i s  s e c u r e d  by a d e q u a t e  
c o l l a t e r a l ,  and  t h e  n e t  c a s h  f l ow  f rom  t h e  b o r r ow e r  p r o v i d e s  a d e q u a t e  
c o v e r a g e  f o r  t h e  d e b t  s e r v i c e  on t h e  l o a n ;

(2) t e rm  o f  t h e  l o a n  doe s  n o t  ex ceed  20 y e a r s ;
(3) l o a n  i s  o r i g i n a t e d  w i t h  and s e r v i c e d  by a s t a t e  c h a r ­

t e r e d  o r  f e d e r a l l y  c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n ;
(4) p o r t i o n  o f  t h e  l o a n  n o t  g u a r a n t e e d  by t h e  a u t h o r i t y  i s  

h e l d  by  t h e  o r i g i n a t i n g  f i n a n c i a l  i n s t i t u t i o n  o r  a n o t h e r  f i n a n c i a l  
i n s t i t u t i o n  a p p r o v e d  by  t h e  a u t h o r i t y ;

(5) l o a n  i s  made t o  a b u s i n e s s  w i t h  a m a j o r i t y  i n t e r e s t
h e l d  by s t a t e  r e s i d e n t s ;  and

(6) t h e  l o a n  g u a r a n t e e  p r o v i d e s  a b e n e f i t  t o  t h e  b o r r ow e r .
(b) The a u t h o r i t y  may p r o v i d e  a g u a r a n t e e  f rom t h e  fund  f o r  up 

t o  90 p e r c e n t  o f  a  l o a n  t h a t  q u a l i f i e s  u n d e r  AS 44.88.500 - 44.88.599. 
The r a t i o  o f  t h e  g u a r a n t e e  t o  t h e  o u t s t a n d i n g  p r i n c i p a l  o f  t h e  l o a n  
may n o t  i n c r e a s e  o v e r  t h e  t e rm  o f  t h e  l o a n .

(c) The a u t h o r i t y  may n o t  g u a r a n t e e  t h e  payment o f  i n t e r e s t  on
t h e  g u a r a n t e e d  p o r t i o n  o f  a l o a n .

Sec .  44.88.520. LIMITATIONS OF LOAN GUARANTEES FROM THE FUND.
The a u t h o r i t y  may n o t  g u a r a n t e e

(1) a t o t a l  o f  more t h a n  $50,000,000 o f  l o a n s ;
(2) more t h a n  $25,000,000 o f  l o a n s  i n  wh ich  t h e  amount o f  

t h e  l o a n  g u a r a n t e e  e x c e e d s  $500,000.
Sec .  44.88.525. LIMITATIONS OF LOAN GUARANTEES WITH RESPECT TO

CSSB 471(Fin) -2-
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BORROWERS. The a u t h o r i t y  may n o t  g u a r a n t e e
(1) a l o a n  o f  more t h a n  $1,000,000;
(2) l o a n s  t o  an i n d i v i d u a l  b o r r ow e r  t h a t  c u m u l a t i v e l y

e x c e e d  $1,000,000 o f  i n d e b t e d n e s s .
S ec .  44.88.530. INTEREST ON GUARANTEED LOAN. The maximum i n t e r ­

e s t  r a t e  on a l o a n  g u a r a n t e e d  by t h e  a u t h o r i t y  i s
(1) f o r  a l o a n  g u a r a n t e e  t h a t  e x c e e d s  80 p e r c e n t  o f  t h e  

l o a n ,  one and  o n e - h a l f  p e r c e n t a g e  p o i n t s  above t h e  p r im e  r a t e  on th e  
day  t h e  l o a n  g u a r a n t e e  i s  m ade ; and

(2) f o r  a l o a n  g u a r a n t e e  t h a t  i s  e q u a l  t o  o r  l e s s  t h a n  80
p e r c e n t  o f  t h e  l o a n ,  two and t h r e e - q u a r t e r s  p e r c e n t a g e  p o i n t s  above
t h e  p r im e  r a t e  on t h e  day t h e  l o a n  g u a r a n t e e  i s  made.

S ec .  44.88.535. DEFAULT OR FORECLOSURE OF A GUARANTEED LOAN,
(a) Paymen ts  r e c e i v e d  t ow a rd  s a t i s f a c t i o n  o f  a d e f a u l t  on a l o a n
g u a r a n t e e d  u n d e r  AS 44.88.500 - 44.88.599 s h a l l  be  a l l o c a t e d  b e tw een  
t h e  l e n d e r  and  t h e  fund  a c c o r d i n g  t o  t h e  g u a r a n t e e d  p e r c e n t a g e  o f  t h e
l o a n  u n t i l  t h e  p r i n c i p a l  b a l a n c e  h a s  b e e n  r e p a i d .

(b) The a u t h o r i t y  s h a l l  d i s p o s e  o f  p r o p e r t y  a c q u i r e d  t h r o u g h
d e f a u l t  o r  f o r e c l o s u r e  o f  a l o a n  g u a r a n t e e d  u n d e r  AS 44.88.500 - 
44.88.599. D i s p o s a l  s h a l l  be i n  a manner t h a t  s e r v e s  t h e  b e s t  i n ­
t e r e s t  o f  t h e  s t a t e  and  may i n c l u d e  t h e  a m o r t i z a t i o n  o f  p aymen ts  o v e r  
a p e r i o d  o f  y e a r s .

S ec .  44.88.540. RELATIONSHIP TO OTHER LOANS. N o tw i t h s t a n d i n g  
o t h e r  p r o v i s i o n s  o f  law, a b u s i n e s s  e n t e r p r i s e  t h a t  q u a l i f i e s  u n d e r  
AS 44.88.505 t o  a p p l y  f o r  a l o a n  g u a r a n t e e  u n d e r  AS 44.88.500 - 44.- 
88.599 s h a l l  a p p l y  f o r  a l o a n  g u a r a n t e e  b e f o r e  i t  may a p p l y  f o r  a 
d i r e c t  l o a n  o f  s t a t e  money u n d e r  any  o t h e r  s t a t e  l o a n  p rog ram .  Only 
a f t e r  an  a p p l i c a t i o n  f o r  t h e  g u a r a n t e e  o f  a l o a n  t o  be  u s e d  f o r  a 
p a r t i c u l a r  p u r p o s e  i s  r e j e c t e d  u n d e r  AS 44.88.500 - 44.88.599 may a

-3- CSSB 471(Fin)
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b u s i n e s s  e n t e r p r i s e  a p p l y  f o r  a d i r e c t  s t a t e  l o a n  f o r  t h a t  p u r p o s e .
Sec .  44.88.545. QUALIFICATIONS OF APPLICANT FOR DEBT REFINANC­

ING. A b u s i n e s s  e n t e r p r i s e  may a p p l y  u n d e r  AS 44.88.500 - 44.88.599 
t o  r e f i n a n c e  e x i s t i n g  d e b t .  The a u t h o r i t y  may a pp rov e  a r e f i n a n c i n g  
o f  e x i s t i n g  d e b t  i f  t h e  a u t h o r i t y  f i n d s  t h a t

(1) t h e  r e f i n a n c i n g  i n v o l v e s  a v i a b l e  p r o j e c t ;  and
(2) t h e  r e f i n a n c i n g  w i l l  s a v e  e x i s t i n g  j o b s .

Sec .  44.88.550. APPLICATION FOR DEBT REFINANCING. An a p p l i c a n t
f o r  r e f i n a n c i n g  o f  e x i s t i n g  d e b t  s h a l l  p r o v i d e  t h e  i n f o rm a t i o n  t h a t  
t h e  a u t h o r i t y  may r e q u i r e  by r e g u l a t i o n .

S ec .  44.88.555. CONDITIONS OF DEBT REFINANCING. The a u t h o r i t y
may n o t  r e f i n a n c e  d e b t  u n l e s s  t h e  r e f i n a n c i n g

(1) i s  n e c e s s a r y  t o  e x t e n d  s u b s t a n t i a l  d e b t  p aymen ts  o v e r  a
l o n g e r  p e r i o d  o f  t im e ,  t h e r e b y  im p ro v in g  t h e  a p p l i c a n t ' s  n e t  c a s h  f l ow
and  wo rk in g  c a p i t a l  p o s i t i o n  c o n s i s t e n t  w i t h  t h e  u s e f u l  l i f e  o f  th e  
a s s e t s  b e i n g  r e f i n a n c e d ;

(2) a s s i s t s  w i t h  s h o r t - t e rm  d e b t  o r  c a s h  e x p e n d i t u r e s  when 
l e n d e r s  w i l l  n o t  e x t e n d  r e a s o n a b l e  l o n g e r  t e rm s  t o  t h e  a p p l i c a n t ;  o r

(3) i s  n e c e s s a r y  t o  p l a c e  a p e rm an en t  l o a n  s u b s e q u e n t  t o  an 
i n t e r i m  l o a n  f o r  f i n a n c i n g  c o n s t r u c t i o n  o f  t h e  p r o j e c t .

S ec .  44.88.56C. DEFAULT OR FORECLOSURE OF A REFINANCED LOAN,
(a) The a u t h o r i t y  s h a l l  d i s p o s e  o f  p r o p e r t y  a c q u i r e d  t h r o u g h  d e f a u l t  
o r  f o r e c l o s u r e  o f  a  l o a n  r e f i n a n c e d  u n d e r  AS 44.88.500 - 44.88.599. 
D i s p o s a l  s h a l l  b e  i n  a manne r  t h a t  s e r v e s  t h e  b e s t  i n t e r e s t  o f  t h e  
s t a t e  and  may i n c l u d e  t h e  a m o r t i z a t i o n  o f  p aymen ts  o v e r  a p e r i o d  o f  
y e a r s .

S ec .  44.88.565. POWERS OF THE AUTHORITY. The a u t h o r i t y  may
(1) d e s i g n a t e  a g e n t s  and  d e l e g a t e  powers  n e c e s s a r y  t o  

imp lemen t  AS 44.88.500 - 44.88.599;
CSSB 471(Fin) -4-
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(2) a d o p t  r e g u l a t i o n s  t o  imp lemen t  AS 44.88.500 - 44.88.-
599;

(3) e s t a b l i s h  t e rm s  and c o n d i t i o n s  f o r  l o a n  g u a r a n t e e s  and 
r e f i n a n c i n g  a g r e em en t s  s u b j e c t  t o  t h e  r e q u i r e m e n t s  o f  AS 44.88.500 - 
44.88.599;

(4) make and  e x e c u t e  c o n t r a c t s  and  o t h e r  i n s t r u m e n t s  t o  
im p lemen t  AS 44.88.500 - 44.88.599;

(5) a c q u i r e  r e a l  o r  p e r s o n a l  p r o p e r t y  by p u r c h a s e ,  t r a n s ­
f e r ,  o r  f o r e c l o s u r e  when t h e  a c q u i s i t i o n  i s  n e c e s s a r y  t o  p r o t e c t  an 
i n t e r e s t  i n  t h e  fund ;  and

(6) e x e r c i s e  any o t h e r  power n e c e s s a r y  t o  imp lemen t  AS 44.- 
88.500 - 44.88.599.

Sec .  44.88.570. SPECIAL ACCOUNT ESTABLISHED. (a) The re  i s  
e s t a b l i s h e d  a s  a s p e c i a l  a c c o u n t  w i t h i n  t h e  fu nd  t h e  f o r e c l o s u r e  
e x p e n s e  a c c o u n t .

(b) The a u t h o r i t y  may expend  money c r e d i t e d  t o  t h e  f o r e c l o s u r e  
e x p e n s e  a c c o u n t  when n e c e s s a r y  t o  p r o t e c t  t h e  s t a t e ' s  s e c u r i t y  i n t e r ­
e s t  i n  c o l l a t e r a l  on l o a n s  g u a r a n t e e d  o r  r e f i n a n c e d  u n d e r  AS 44.88.- 
500 - 44.88.599 o r  t o  d e f r a y  e x p e n s e s  i n c u r r e d  d u r i n g  a f o r e c l o s u r e  
p r o c e e d i n g  a f t e r  a  d e f a u l t .

S ec .  44.88.599. DEFINITIONS. I n  AS 44.88.500 - 44.88.599,
(1) " f u n d "  means t h e  b u s i n e s s  a s s i s t a n c e  f u n d  e s t a b l i s h e d  

u n d e r  AS 44.88.500;
(2) "p r im e  r a t e "  means t h e  l ow e s t  money c e n t e r  p r im e  r a t e  

o f  i n t e r e s t  t h a t  i s  p u b l i s h e d  i n  t h e  Wal l  S t r e e t  J o u r n a l .
* Sec .  PROCEDURES GOVERNING PROGRAM REVIEW. (a) AS 44.66.050 and

44.66.060 a p p l y  t o  AS 44.88.500 - 44.88.599 (Bu s in e s s  A s s i s t a n c e  P rog ram  o f  
t h e  A l a s k a  I n d u s t r i a l  Deve lopment and E x p o r t  A u t h o r i t y ) .

(b) The F i r s t  S e s s i o n  o f  t h e  S e v e n t e e n t h  A l a s k a  S t a t e  L e g i s l a t u r e

-5- CSSB 471(Fin)
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s h a l l  c o n d u c t  t h e  l e g i s l a t i v e  o v e r s i g h t  p r o c e e d i n g s  r e q u i r e d  by  (a) o f  t h i s  
2 s e c t i o n .
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* Sec .  3. AS 44.88.500 - 44.88.599 a r e  r e p e a l e d  J u l y  1, 1991,
* Sec .  4. T h i s  A c t  t a k e s  e f f e c t  im m ed i a t e l y  u n d e r  AS 01.10.070(c).
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FISCAL NOTE CONTINUATION

ANALYSIS:

Should SB 471 become law, the Autho r i ty  would be ab le  to implement the l e g i s l a t i o n  
w ith in i t s  e x i s t i n g  op e ra t ion a l  budget. I t  i s  an t ic ipa ted  tha t  one loan o f f i c e r  
and one c l e r i c a l  p o s i t i o n  would be requ i red  and the Autho r i ty  c u r r e n t l y  has vacant 
p o s i t i o n s  tha t  cou ld be f i l l e d  f o r  th i s  purpose. The balance o f  the op e r a t io n a l  
cos ts  cou ld be absorbed within the e x i s t i n g  s t r u c tu r e  o f  the Au tho r i t y .
On the c a p i t a l  s id e ,  the amount o f  loans tha t  can be granted w i l l  be d i r e c t l y  
p ro p o r t i o n a l  to the assets  a v a i l a b l e  to honor the guarantee.  Page 1, Line 14 o f  
SB 471 ,  speaks to app rop r ia t i on s  f o r  the program. While experience w i l l  u l t i ­
mately decide how much leverage one can u t i l i z e  at the ou t se t ,  anything g re a te r  
than 4 : 1  would be o p t im i s t i c .

0fi91D-ll
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RECEIVED MAR 1 3 1988 POUCH V 
CAPITOL BUILDING 

JUNEAU, ALASKA B 9 8 t!

S E N A T E  J O T N T  C O M M I T T E E  O N  E C O N O M I C  R E C O V E R Y

TO: S e n a t o r  J a n  F a i k s
S e n a t e  Presiden'

FROM: S e n a t o r  A r l i s s  S t u r g u l e w s k i ,
S e n a t o r  L l o y d  J o n e s ,  C o - C h a i r m a n  
S e n a t e  J o i n t  C o m m i t t e e  o n

RE: S B  4 7 1

DATE: M a r c h  17, 1988

D u r i n g  t h e  m e e t i n g  of  t h e  S e n a t e  J o i n t  C o m m i t t e e  on  E c o n o m i c
R e c o v e r y  on M a r c h  16, 1988, t h e  C o m m i t t e e  u n a n i m o u s l y  e n d o r s e d  
t h e  c o n c e p t s  c o n t a i n e d  in S B  4 7 1  - "An A c t  e s t a b l i s h i n g  a p r o g r a m  
in t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  a n d  E x p o r t  A u t h o r i t y  t o  
g u a r a n t e e  l o a n s  a n d  t o  r e f i n a n c e  d e b t . . . "  a n d  r e c o m m e n d s  t h a t  it  
p r o c e e d  t h r o u g h  t h e  s t a n d i n g  c o m m i t t e e  h e a r i n g  p r o c e s s .

cc: M a x  G r u e n b e r g ,  C h a i r m a n
H o u s e  J o i n t  C o m m i t t e e  o n  E c o n o m i c  R e c o v e r y
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M E M O R A N D U M A p r i l  5, 1988

SUBJECT:
TO:

FROM:

D r a f t  CSSB 471 ( F i n a n c e ) , s e c t i o n a l  a n a l y s i s
S e n a to r  R i ck  H a l f o r d ,  Co-^C5nair 
S e n a t e  F inance/Con lp^ t te j
J a c k  Chenoweth 
L e g i s l a t i v e  Cour

S e n a t e  B i l l  471 and t h i s  d r a f t  S e n a t e  F in a n c e  Committee Sub­
s t i t u t e  add  t o  t h e  r e s p o n s i b i l i t i e s  o f  t h e  A l a sk a  I n d u s t r i a l  
Deve lopmen t  and  E x p o r t  A u t h o r i t y  a  p r o p o s e d  " b u s i n e s s  a s s i s ­
t a n c e  p r o g r am . "  The p rog ram  wou ld  p e rm i t  t h e  A u t h o r i t y  t o  
become i n v o l v e d  w i t h  b u s i n e s s  l o a n  g u a r a n t e e s  and w i t h  r e f i ­
n a n c i n g  o f  e x i s t i n g  b u s i n e s s  d e b t .  The e x p e n s e s  o f  b o t h  t h e  
l o a n  g u a r a n t e e s  and t h e  r e f i n a n c i n g  wou ld  b e  met f rom  a p r o ­

p o s e d  " b u s i n e s s  a s s i s t a n c e  f u n d "  i n  t h e  A u t h o r i t y .  Money i n  
t h e  f u n d  wou ld  come from  a p p r o p r i a t i o n s  made by t h a  l e g i s l a ­
t u r e  o r  f rom  t h e  A u t h o r i t y ' s  own r e s e r v e s .  The b i l l  g r a n t s  
t h e  A l a s k a  I n d u s t r i a l  Deve lopmen t  and  E x p o r t  A u t h o r i t y  
g e n e r a l  powers  t o  imp lemen t  b o t h  f a c e t s  o f  t h e  p r o p o s e d  
b u s i n e s s  a s s i s t a n c e  p rog ram , s e t s  c o n d i t i o n s  and  l i m i t a t i o n s  
on t h e  A u t h o r i t y ' s  r e s p o n s i b i l i t y  t o  manage e a ch ,  and 
s p e c i f i e s  a  t e r m i n a t i o n  d a t e  f o r  t h e  p rog ram .
B u s i n e s s  a s s i s t a n c e  p rog ram  and fu nd  (AS 44.88.500):
The s o u r c e  o f  f i n a n c i a l  a s s i s t a n c e  f o r  t h e  A u t h o r i t y ' s  b u s i ­
n e s s  a s s i s t a n c e  p rog ram  i s  a  b u s i n e s s  a s s i s t a n c e  f u n d  (AS 
44.88,500). The A u t h o r i t y  may u s e  money i n  t h e  fund  t o  r e ­
f i n a n c e  e x i s t i n g  l o a n s  and t o  g u a r a n t e e  l o a n s .
Loan g u a r a n t e e s  (AS 44.88.505 - 44.88.540):
Under p r o p o s e d  AS 44.88.505, t h e  a p p l i c a n t  f o r  a  l o a n  g u a r ­
a n t e e  must  be  a  " b u s i n e s s  e n t e r p r i s e , "  a t e rm  t h a t  i s  d e ­
f i n e d  i n  AS 44.88.220. The a p p l i c a n t  mus t  a l s o  mee t  q u a l ­
i f i c a t i o n s  s e t  by t h e  A u t h o r i t y  by  r e g u l a t i o n .



S e n a t o r  R i c k  H a l f o r d

P a g e  2
A p r i l  5, 1988

AS 44.88.510 s p e c i f i e s  t h a t  an  a p p l i c a n t  f o r  a  l o a n  g u a r a n ­
t e e  m us t  s u bm i t  t h e  i n f o rm a t i o n  t h a t  t h e  A u t h o r i t y  may r e ­
q u i r e  by r e g u l a t i o n .  The A u t h o r i t y  may, b u t  n e e d  n o t  n e c t j -  
s a r i l y ,  r e q u i r e  s u bm i s s i o n  o f  an economic  b e n e f i t  a n a l y s i s .
AS 44.88.515 s e t s  o u t  l o a n  g u a r a n t e e  c o n d i t i o n s .  The Au­
t h o r i t y  may g u a r a n t e e  a l o a n  t h a t  m ee t s  t h e  s p e c i f i c  r e ­
q u i r em e n t s  and  c o n d i t i o n s  o f  t h a t  s e c t i o n ,  w i t h  a  g u a r a n t e e  
l i m i t e d  t o  90 p e r c e n t  o f  a  q u a l i f y i n g  l o a n ,  w i t h  a g u a r a n t e e  
o f  n o t  more t h a n  $1 m i l l i o n  p e r  l o a n .  The A u t h o r i t y  i s  p r e ­
c l u d e d  f rom  g u a r a n t e e i n g  i n t e r e s t  paymen ts  on t h e  g u a r a n t e e d  
p o r t i o n  o f  t h e  l o a n .
AS 44.88.520 and  44.88.525 e s t a b l i s h  d o l l a r  l i m i t a t i o n s  on 
l o a n  g u a r a n t e e s .  Those l i m i t a t i o n s  p r e c l u d e ,  u n d e r  AS 44.-
88.520, g u a r a n t e e  o f  more t h a n  $50,000,000 i n  l o a n s  i n  t h e  
a g g r e g a t e ,  and more t h a n  $25,000,000 o f  l o a n s  i n  wh ich  t h e  
amount o f  t h e  i n d i v i d u a l  l o a n  g u a r a n t e e s  e x c e e d  $500,000. 
Those l i m i t a t i o n s  a l s o  p r e c l u d e  a  g u a r a n t e e  o f  a  l o a n  more 
t h a n  $1,000,000 and o f  l o a n s  t h a t  t o t a l  more t h a n  $1,000,000 
by an i n d i v i d u a l  b o r r ow e r  u n d e r  one o r  more l o a n s  i n  wh ich  
t h a t  b o r r ow e r  h a s  an  i n t e r e s t .
Under AS 44.88.530, t h e  b i l l  s e t s  maximum i n t e r e s t  r a t e s  on 
a  l o a n  g u a r a n t e e d  by  t h e  A u t h o r i t y  e x p r e s s e d  i n  t e rm s  o f  t h e  
r e l a t i o n s h i p  t o  t h e  t h e n- p a y a b l e  p r im e  r a t e .  S t a n d a r d  p r o ­
v i s i o n s  a r e  i n c l u d e d  i n  AS 44.88.535 t o  c o v e r  d e f a u l t  and 
f o r e c l o s u r e  on a  g u a r a n t e e d  l o a n .  F i n a l l y ,  by o p e r a t i o n  o f  
AS 44.88.540, t h e  b i l l  would t e n d  t o  make t h e  A u t h o r i t y ' s  
b u s i n e s s  a s s i s t a n c e  fu nd  a  pa ramoun t  s o u r c e  o f  s t a t e  s u p p o r t  
f o r  b u s i n e s s  b o r r ow in g  i n  p r i o r i t y  p o s i t i o n  t o  l o a n s  from 
o t h e r  s t a t e  s o u r c e s  i n  t h a t  i t  c o n d i t i o n s  f u r t h e r  d i r e c t  
s t a t e  l o a n s  t o  a  q u a l i f y i n g  b u s i n e s s  f rom  o t h e r  s t a t e  s o u r ­
c e s  on a p p l i c a t i o n  f o r  an A u t h o r i t y  l o a n  g u a r a n t e e  e n t e r ­
p r i s e  and  r e j e c t i o n  o f  t h e  l o a n  g u a r a n t e e  a p p l i c a t i o n .
Debt r e f i n a n c i n g  (AS 44.88.545 - 44,88.560):
The q u a l i f i c a t i o n s  o f- an a p p l i c a n t  f o r  d e b t  r e f i n a n c i n g  
t r a c k  t h o s e  e s t a b l i s h e d  f o r  an a p p l i c a n t  f o r  a l o a n  g u a r a n ­
t e e .  Under AS 44.88.545, t h e  a p p l i c a n t  must  be  a  " b u s i n e s s  
e n t e r p r i s e . "  R e f i n a n c i n g  i s  l i m i t e d  t o  d e b t  a s s o c i a t e d  w i t h  
a  v i a b l e  p r o j e c t  f o r  wh ich  t h e  r e f i n a n c i n g  may b e  shown t o  
s a v e  e x i s t i n g  j o b s .
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As w i t h  t h e  l o a n  g u a r a n t e e  p r o v i s i o n s ,  u n d e r  AS 44.88.550, 
t h e  A u t h o r i t y  may s e t  s p e c i f i c  r e q u i r e m e n t s  f o r  i n f o rm a t i o n  
t o  be  s u b m i t t e d  i n  s u p p o r t  o f  r e f i n a n c i n g  o f  d e b t .
AS 44.88.555 s p e l l s  o u t  t h r e e  s p e c i f i c  c o n d i t i o n s  u n d e r  
wh ich  t h e  A u t h o r i t y  may r e f i n a n c e  d e b t ,  any one o f  wh ich  
mus t  b e  me t .  R e f i n a n c i n g  i s  n o t  p e r m i t t e d  w i t h o u t  e v i d e n c e  
t h a t  r e f i n a n c i n g  i s  r e a s o n a b l y  n e c e s s a r y  t o  improve  t h e  a p ­
p l i c a n t ' s  p o s i t i o n ,  when a s s i s t a n c e  f rom  o t h e r  s o u r c e s  u n d e r  
e x t e n d e d  o r  l o n g e r  t e rm s  i s  n o t  r e a s o n a b l e ,  o r  when n e c e s ­
s a r y  t o  a s s i s t  i n  p l a c i n g  a  p e rm anen t  l o a n  a t  t h e  end  o f  an  
i n t e r i m  l o a n  t h a t  f i n a n c e d  c o n s t r u c t i o n  o f  t h e  p r o j e c t .
S t a n d a r d  p r o v i s i o n s  a r e  i n c l u d e d  i n  AS 44.88.560 t o  c o v e r  
d e f a u l t  and  f o r e c l o s u r e  on t h e  d e b t  i n s t r u m e n t s  f o r  a  d e b t  
t h a t  i s  r t  ' i n a n c e d  u n d e r  t h i s  p rog ram .
G en e r a l  p r o v i s i o n s  (AS 44.88.565 - 44.88.599):
AS 44.88.565 g r a n t s  g e n e r a l  a u t h o r i t y  t o  t h e  A l a s k a  I n d u s ­
t r i a l  Deve lopmen t  and E x p o r t  A u t h o r i t y  t o  " e x e r c i s e  any  pow­
e r  n e c e s s a r y  t o  im p lem en t "  t h e  b u s i n e s s  a s s i s t a n c e  p rog ram ; 
t h e  A u t h o r i t y  may e s t a b l i s h  a d d i t i o n a l  p r o c e d u r e s  and  r e ­
q u i r em e n t s  r e l e v a n t  t o  d e b t  r e f i n a n c i n g .
As h a s  b e e n  common i n  r e c e n t  s i m i l a r  l e g i s l a t i o n ,  AS 44.88.- 
570 e s t a b l i s h e s  a  s p e c i a l  a c c o u n t  t o  a i d  i n  f o r e c l o s u r e  p r o ­
c e e d i n g s  .
The l a s t  s e c t i o n ,  AS 44.88.599, d e f i n e s  key  t e rm s  u s e d  i n  
t h e  l e g i s l a t i o n .

*

B i l l  s e c t i o n s  2 and  3 a r e  c o n c e rn e d  w i t h  t e r m i n a t i o n  o f  t h e  
A u t h o r i t y ' s  b u s i n e s s  a s s i s t a n c e  p rog ram .  Wh i le  t h e  p rog ram  
i s  t o  t e r m i n a t e  i n  a b o u t  t h r e e  y e a r s  ( J u l y  1, 1991), t h a t  
t e r m i n a t i o n  c o n t e m p l a t e s  a  " s u n s e t - l i k e "  r e v i e w  o f  t h e  p r o ­
gram by t h e  F i r s t  S e s s i o n  o f  t h e  17th L e g i s l a t u r e ,  c o nv en in g  
i n  J a n u a r y  1991, a s  an e v a l u a t i o n  o f  t h e  p rog ram s  e f f e c ­
t i v e n e s s  p r i o r  t o  i t s  t e r m i n a t i o n .  Under t h e  s t a t e ' s  s u n s e t  
p r o c e d u r e s ,  p rog ram  t e r m i n a t i o n  i s  p o s i t e d ,  b u t  may be 
a v o i d e d  by an  a f f i r m a t i v e  l e g i s l a t i o n  e n a c tm en t .
B i l l  s e c t i o n  4 g i v e s  t h e  l e g i s l a t i o n  an immed ia te  e f f e c t i v e  
d a t e .
A t ta chm en t
JBCrbb 
b4/095



Ba lance Sheets

ALASKA INDUSTRIAL DEVELOPMENT & EXPORT AUTHORITY

ENTERPRISE DEVELOPMENT FUND

June 3 0 ,  1987 and 1986

Asse t s
t

1987 1986

Cash
In ve s tmen ts ,  p a r t i a l l y  r e s t r i c t e d  ( n o t e  3 )

4 1 1 , 6 8 5  
278,32?|162 1

4 4 , 1 2 3  
2 0 4 , 4 5 8 , 4 2 9

Loans ( n o t e  4 )
Less  a l l owance  f o r  p o s s i b l e  l o a n  l o s s

3 2 9 , 0 7 0 , 9 1 0
1 0 , 1 7 3 , 1 0 1

3 7 2 , 8 3 3 , 5 9 7
4 , 2 4 7 , 3 6 0

Net l o a n s 3 1 8 , 8 9 7 , 8 0 9 3 6 8 , 5 8 6 , 2 3 7
Accrued i n t e r e s t  r e c e i v a b l e  
Unamor t ized bond i s s u e  c o s t s  
Other  r e a l  e s t a t e  owned 
Other

6 , 4 0 4 , 8 3 9
2 , 7 1 6 , 3 5 9
8 , 7 9 7 , 5 8 9

4 7 3 , 8 8 3

7 , 2 5 8 , 8 1 1
2 , 8 6 4 , 0 3 6
2 , 9 7 7 , 1 8 6

4 3 2 , 2 3 9
i 6 1 5 . 6 3 1 . 3 2 6 4 5 8 6 . 5 8 1 . 0 6 1

L i a b i l i t i e s  and Equ i ty
Notes and bonds payab le  ( n o t e  6 )  
Accrued i n t e r e s t  payab le  
Depo s i t s  f rom o th e r s  
Other

*252,720,225
6 , 2 8 3 , 6 3 3

9 9 7 , 2 9 2
2 0 4 , 3 3 1

4 2 4 5 , 2 5 6 , 7 7 5
6 , 1 3 5 , 8 1 8
1 , 0 0 3 , 4 0 0

235 ,96o
2 6 0 , 2 0 5 , 4 8 1 252 , 6 3 1 ,9 5 ' )

E qu i t y :
C on t r i b u t e d  c a p i t a l  ( n o t e  1 )  
R e ta in ed  ea rn ing s

1 9 7 , 8 0 0 , 6 3 2
1 5 7 , 6 2 5 , 2 1 3

1 8 9 , 8 0 0 , 6 3 2
1 4 4 , 1 4 8 , 4 7 ' )

T o t a l  e q u i t y 3 5 5 , 4 2 5 , 8 4 5 3 3 3 , 9 4 9 , 1 0 2

4 6 1 5 . 6 3 1 . 3 2 6 4 5 8 6 . 5 8 1 . 0 6 1
Commitments ( n o t e  12 )

See accompanying no te s  t o  f i n a n c i a l  s t a t emen t s .

IM



ALASKA INDUSTRIAL DEVELOPMENT & EXPORT AUTHORITY 
ENTERPRISE DEVELOPMENT FUND

Sta tements  o f  Ea rn ings  and Re ta ined  Earn ings

Years ended June 30 , 1987 and 1986

1987 1986

Revenues :
I n t e r e s t ,  ne t  o f  s e r v i c i n g  f e e s  
Fees ( n o t e  7 )
M isce l l an eou s

T o t a l  r evenues

Expenses :
I n t e r e s t
S a l a r i e s  and employee b e n e f i t s
P r o f e s s i o n a l  f e e s
T r a v e l
Rent
F u r n i t u r e  and equipment
Amort ized bond i s s u e  c o s t s
P r o v i s i o n  f o r  l o a n  l o s s
Wr ite-downs and l o s s  on s a l e  o f  a s s e t s
Other

T o t a l  expenses 

Net e a rn ing s  
R e ta in ed  ea rn ing s  a t  beg inn ing o f  y e a r  

Re ta ined  ea rn ing s  a t  end o f  yea r

$ 4 7 , 3 8 0 , 7 7 7  
1 4 2 , 1 3 2  
3 3 6 , 3 1 6  

4 8 , 3 5 9 , 2 2 5

2 5 , 7 1 2 , 5 3 9
7 3 3 , 5 6 7
9 6 , 2 0 5
1 4 , 4 9 7

1 0 5 , 8 0 8
2 8 , 5 7 6

1 3 7 , 8 0 7
6 , 4 5 0 , 0 0 0
1 , 2 2 3 , 3 6 9

3 8 0 , 1 1 4
3 4 , 8 8 2 , 4 8 2

1 3 , 4 7 6 , 7 4 3
1 4 4 , 1 4 8 , 4 7 0

$157.625.213

$ 5 3 , 8 3 2 , 4 4 4  
1 , 0 8 6 , 3 7 1  

4 0 , 9 9 5  
5 4 , 9 5 9 , 8 1 0

2 4 , 2 0 8 , 7 4 7  
8 1 8 , 5 7 0  
1 1 9 , 8 0 9  
1 9 , 4 5 4  
9 3 , 6 9 9  
6 2 , 2 6 7  

1 3 5 , 3 9 6  
3 2 3 , 5 1 5  
3 1 , 7 2 7  

2 7 1 , 4 2 5  
~ 2 6 , 0 8 4 , 6 0 9

2 8 , 8 7 5 , 2 0 1
1 1 5 , 2 7 3 , 2 6 9

$ 1 4 4 . 1 4 8 . 4 7 0

See accompanying no te s  t o  f i n a n c i a l  s t a t em en t s .
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ALASKA INDUSTRIAL DEVELOPMENT & EXPORT AUTHORITY
ENTERPRISE DEVELOPMENT FUND

Notes . to  F in anc ia l  Statements

A l l o w a n c e  lor Loan Loss

Management r e g u l a r l y  rev iews the l o a n  p o r t f o l i o  and de te rm ines
provision for loss based upon exper ience and management's es t imate 
of po t e n t i a l  loss.

O th er  Rea l Estate Owned

Other  r e a l  e s t a t e  owned r e p r e s e n t s  p r o p e r t y  a cqu i r ed  th rough f o r e c l o s u r e  on
l o a n s  o r  a deed r e c e i v ed  i n  l i e u  o f  f o r e c l o s u r e .  I t  i s  c a r r i e d  a t  the
l owe r  o f  the  unpaid l o a n  ba lance  a t  the  t ime o f  f o r e c l o s u r e  o r  the
es t imated  f a i r  market v a l u e  o f  the  p r o p e r t y .  When the ba lance  o f  the 
A u t h o r i t y ' s  inves tment  i n  the  l o a n  i s  g r e a t e r  than the f a i r  market  v a lu e  o f  
the p r o p e r t y ,  the d i f f e r e n c e  i s  cha rged t o  the  a l l owance  f o r  l o a n  l o s s e s .

R e t i r e m e n t  P l a n
A l l  uinpLoyees of the A u t h o r i t y  par ti cip at ed  in the State o f  A l a s k a  Public 

Employees' Re ti r e m e n t  System. The Stat e' s policy is to fund p e ns io n 

costs accrued.

Bond Issue Costs

W h e n  ad va n c e d  by the Autho ri ty , costs of bond issues, i n c l u d i n g  underwriters' 

fees and commissions, l egal fees, bond ins urance a n d  printing, are 

a m o r t i z e d  over  the life of the bo n d  issue on the s t r a i g h t - l i n e  met ho d and 

are re covered from the b or rowers pri mar il y a s  a part of the i n t e r e s t  rate 

cliarged. C u r r e n t  p ra cLice is to require borrowers to pay for bon d costs at 

the time of funding.

Furn it ure  and Equipment

P u r cha se s of fu rniture a n d  eq u i p m e n t  are expensed, as s uc h  items are the 

property of the State of Alaska.

( 3 )  Inv es t m e n t s  ,

At J une 3 0 ,  1 987 ,  inves tments  were i n  c e r t i f i c a t e s  o f  d e p o s i t ,  Un i t ed  S t a t e s  
Government s e c u r i t i e s  o r  commerc ia l  p ape r ,  y i e l d i n g  i n t e r e s t  a t  4 .8% to  . 
13 .0% a n d ;m a t . y r ^ ^ ; | e n j e r a l l y  w i t h i n  one y e a r ,  except  $ 5 , 4 7 9 , 2 6 1  i n  United 
S t a t e s  .T r dA s ' t t S f c ? ^ t^ i a a t u r i n g rl n  subsequent y e a r s  th rough  1992  f o r  

■ r e s t r i c t e d  "purooses and $ 6 , 3 0 5 , 0 0 0  i n  Seward C .O . P . ' s  matu r ing  s e r i a l l y  to  
20001

At June 30 ,  1 9 86 ,  a l l  in ves tmen ts  were i n  c e r t i f i c a t e s  o f  d e p o s i t ,  Un i ted  
S t a t e s  Government s e c u r i t i e s  o r  commerc ia l  pape r ,  y i e l d i n g  i n t e r e s t  a t  6.4% 
t o  13.0% and matur ing w i t h i n  one y e a r ,  except  Un i ted  S t a t e s  T r e a su r y  Notes 
o f  which $ 9 9 7 , 9 3 0  mature i n  1987 and $ 5 , 1 0 9 , 6 8 3  mature i n  subsequent yea r s  
th rough 19 9 2 .

Ce r t a i n  i nve st ed  funds are re str i c t e d  by the terms of the A u t h o r i t y ' s  bond 

resolu ti on s and are h e l d  and in ve st ed b y  the trustees. A  s u m m a r y  of these 

inv es tm ent s follows:
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ALASKA INDUSTRIAL DEVELOPMENT & EXPORT AUTHORITY

ENTERPRISE DEVELOPMENT FUND

Notes to F inanc ia l  Statements

Name

Loan p a r t i c i p a t i o n  funds 

C a p i t a l  r e s e r v e  funds 

Debt s e r v i c e  funds

Inves tment Summary

R e s t r i c t i o n
Committed l o a n s  no t  

c l o s e d  a t  June 30 
Secure  debt  s e r v i c e  

payment -  bonds 
Loan repayments and 

funds  h e ld  f o r  
deb t  s e r v i c e  -  
bonds

June 30
1987 1986

$ -0- 
2 6 , 4 6 8 , 7 9 4

2 8 , 8 1 5 , 6 3 8  
$ 55 . 2 8 4 . 4 3 2

$ 550 ,000

2 5 , 5 6 2 , 3 2 5

2 1 , 4 3 7 , 0 7 0

$ 4 7 . 5 4 9 . 3 9 5
The C a p i t a l  Rese rve  Funds a r e  ma in ta ined  f o r  the  pu rpose  o f  making p r i n c i p a l  

and i n t e r e s t  payments on the bonds payab le  i f  monies r e c e i v e d  by the 
A u t h o r i t y  and a v a i l a b l e  f o r  the  payment o f  bond p r i n c i p a l  and i n t e r e s t  a re  
i n s u f f i c i e n t  to  make the r e q u i r e d  deb t  s e r v i c e  payments.  The amounts he ld  
i n  the c a p i t a l  r e s e r v e  funds a r e  e qu a l  t o  the ave rage  o f  the  amounts 
r e q u i r e d  to  be pa id  f o r  p r i n c i p a l  and i n t e r e s t  i n  each f u t u r e  f i s c a l  yea r  
u n t i l  m a tu r i t y  o f  the o u t s t a nd in g  bonds. On the f i r s t  day o f  J a nu a ry ,  
A p r i l ,  J u l y  and Octobe r  o f  each y e a r ,  the A u t h o r i t y  must r e p l e n i s h  the 
c a p i t a l  r e s e r v e  funds t o  the  r e q u i r e d  amounts o r  may withdraw any excess 
amounts .

( 4 )  Loans
Loans ou t s t and ing  a t  June 3 0 ,  1987 and 1986 a r e  c l a s s i f i e d  as f o l l o w s :

1987 1986
Loan Type Number Amou nt Num b e r Am ou n t

A p p r o p r i a t e d  & purchased 549 $ 7 5 , 3 5 3 , 2 2 2 626 $ 8 9 , 3 1 9 , 0 4 7
Fe derally guara nte ed 63 1 1 , 2 7 8 , 6 0 0 174 3 4 , 0 9 7 , 2 1 3
bond sale 396 2 4 2 , 4 3 9 , 0 8 8 423 2 4 9 , 4 1 7 , 3 3 7

1 . 0 0 8 $329 .0 70 .9 1 . 0 1 . 2 2 3 $ 3 7 2 , 8 3 3 , 5 9 7

An ag ing o f  l o a n s  as o f  June 3 0 ,  1987 and 1986 f o l l o w s :
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March 8 , 1988

S e n a t o r  L loyd  J o n e s ,  Co-Cha i r
A l a s k a  S t a t e  L e g i s l a t u r e
S e n a t e  J o i n t  Economic R ecove ry  Commit tee
P .O . Box V
J u n ^ r ; ,  AK 99811
Dea r  3 e n a t o r  J o n e s t
I t  was an h ono r  t o  be i n v i t e d  t o  J u n e a u  t o  sp e ak  on economic  
i s s u e s  and on S e n a t e  b i l l  471, We b e l i e v e  t h i s  b i l l  i s  i n  t h e  
b e s t  i n t e r e s t  o f  t h e  p e o p l e  o f  A l a s k a  and an im p o r t a n t  t o o l  f o r  
c r e a t i n g  new j o b s  and s a v i n g  e x i s t i n g  o n e s .  The m a jo r  p o i n t s  
o f  my t e s t im o n y  we re  a s  f o l l o w s :
1, A g u a r a n t e e  p ro g r am  w i l l  o f f e r  c o n f i d e n c e  t o  a sh ak en  s t a t e

b a n k in g  s y s t em  and e n c o u r a g e  b ank s  t o  a c t i v e l y  p a r t i c i p a t e  
i n  t h e  l e n d i n g  p r o c e s s .

2, A g u a r a n t e e  p ro g r am  w i l l  s h a r e  r i s k  i n  l e n d i n g  which c o u l d
e n c o u r a g e  s u r v i v i n g  b ank s  t o  d e a l  w i t h  b o r r ow e r s  whose
c r e d i t s  a r e  c u r r e n t l y  hung up i n  FDIC l o a n  p o r t f o l i o s .  
W i th o u t  s h a r i n g  o f  r i s k ,  b an k s  may be r e l u c t a n t  t o  s o l i c i t  
t h e s e  c r e d i t s .

3, A l o a n  g u a r a n t e e  p ro g r am  w i l l  e n c o u r a g e  l o c a l  b ank s  t o  p u t  
e x i s t i n g  c a p i t a l  t o  work w i t h i n  A l a s k a  w i t h o u t  f u r t h e r  r i s k  
t o  t h e  s t a t e  b a n k in g  s y s t em ;  o t h e r w i s e ,  t h e s e  r e s o u r c e s  may 
o t h e rw i s e  be u t i l i z e d  i n  gov e rnm en t  s e c u r i t i e s  o r  l o a n s  
o u t s i d e  t h e  s t a t e .

4, AIDEA h a s  b een  p r i m a r i l y  a c o n d u i t  t o  t h e  n a t i o n a l  bond ing  
m a r k e t s .  I s s u a n c e s  o f  bonds  by AIDEA and A l a sk a  Hous ing  on 
an u n c o n t r o l l e d  b a s i s  may u l t i m a t e l y  a f f e c t  t h e  S t a t e ' s  
c r e d i t  r a t i n g  a s  t h e y  c a r r y  t h e  m o ra l  o b l i g a t i o n  o f  t h e  
S t a t e .  U t i l i z i n g  non-bond ing  s o u r c e s  o f  fu n d s  which a r e  
r e a d i l y  a v a i l a b l e  w i t h i n  t h e  s t a t e  w i l l  have no e f f e c t  i n  
t h e  lo n g  r u n  on t h e  S t a t e ' s  b o n d in g  c a p a c i t y .

5, A g u a r a n t e e d  l o a n  p rog ram  s h o u l d  d e c r e a s e  t h e  c o s t  o f  money 
t o  t h e  c o n sum e r s .  AIDEA h a s  i s s u e d  commitments a t  
e x t r e m e l y  h i g h  r a t e s  w i t h  commitment f e e s  o f  4% o f  t h e  l o a n  
wh ich  i s  no b a r g a i n .  (AIDEA h a s  l ow e re d  t h e i r  r a t e s  i n  t h e  
p a s t  week a s  a r e s u l t  o f  t h i s  c r i t i c i s m . )  We b e l i e v e  t h a t  
i n t e r e s t  r a t e s  and f e e s  t o  t h e  consumer  w i l l  d e c r e a s e  w i t h  
s u c h  a p rog ram ; howeve r ,  w i t h  t h e  bond in g  p rog ram  r em a in i n g  
i n  p l a c e ,  i f  i t  i s  more a d v a n t a g e o u s  f o r  a consumer t o  
u t i l i z e  t h e  bond a p p r o a c h ,  t h e y  would  s t i l l  have  t h e  
o p p o r t u n i t y .

O F F I C E S  S T A T E W I D E
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6. A g u a r a n t e e  p ro g ram  would r e d u c e  t h e  l o s e  e x p o su r e  t o  
AIDEA. Under a bond p ro g r am  i f  AIDEA t a k e s  a l o s s  on a 
l o a n ,  t h e y  t a k e  a d o u b l e  l o s s t  an i n i t i a l  l o s s  a f t e r  t h e  
l i q u i d a t i o n  o f  a s s e t s  and a s u b s e q u e n t  l o s s  on t h e  bond s .  
T h a t  i s ,  AIDEA lo c k e d  i t s e l f  i n t o  l o n g- te rm  bonds ,  i n  many 
c a s e s  a t  h i g h  i n t e r e s t ,  wh ich  t h e y  h ave  t o  c o n t i n u e  making 
p aymen ts  on even  i f  a c u s t o m e r  s t o p s  making p aym en t s .

7. We b e l i e v e  t h e  b ank s  u n d e r  a  g u a r a n t e e d  p rog ram  w i l l  be 
a b l e  t o  work w i t h  t h e  con sum e rs  on a more f l e x i b l e  and 
c o m p e t i t i v e  manne r .  Under s u c h  a p rog ram  t h e  bank s  i n  t h e  
s t a t e  c an  compe te  on r a t e s ,  f e e s ,  and  f l e x i b i l i t y  i n  
t e rm s .  Under AIDEA’s bond p ro g r am  t h e  r a t e s ,  f e e s ,  and 
t e r r a s  a r e  g e n e r a l l y  a s  q u o t e d  by AIDEA, I f  a consumer ha s  
p r o b l em s  due t o  a ch ange  i n  t h e  economy, AIDEA h a s  t e n d e d  
t o  be  i n f l e x i b l e  i n  t h e i r  d e a l i n g  w i t h  t h e  p u b l i c .

8. A g u a r a n t e e d  l o a n  p ro g ram  w i l l  add l i q u i d i t y  t o  t h e  
s t a t e ' s  b a n k in g  syBtem. T h i s  wou ld  be an  a d v a n t a g e  t o  
l i t t l e  b ank s  a s  w e l l  a s  l a r g e  b a n k s .  Banks c o u ld  h o l d  t h e  
l o a n  i n  t h e i r  own p o r t f o l i o  o r  s e l l  t h e  l o a n  t o  o t h e r  
p a r t i c i p a t i n g  f i n a n o i a l  i n s t i t u t i o n s .  They c o u ld  u s e  t h e  
g u a r a n t e e  a s  s e c u r i t y  f o r  d e p o s i t s  o f  m u n i c i p a l i t i e s  and  
S t a t e  a g e n c i e s  and o t h e r  l a r g e  d e p o s i t o r s .  Such a p rog ram  
s h o u l d  o v e r a l l  i n c r e a s e  t h e  h e a l t h  o f  t h e  f i n a n c i a l  s y s t em  
w i t h i n  t h e  s t a t e .

9. P e r h a p s  t h e  mos t  im p o r t a n t  f e a t u r e  i s  t h a t  we b e l i e v e  su ch  
a g u a r a n t e e  p ro g ram  w i l l  e n c o u r a g e  l e n d e r s  t o  p a r t i c i p a t e  
i n  new p r o j e c t s  i n  b a s i c  i n d u s t r i e s  i n  A l a s k a  which w i l l  
c r e a t e  new j o b s  a s  w e l l  a s  s a v e  e x i s t i n g  j o b s  i n  t h e  
s t a t e .

10. The r e f i n a n c e  p a r t  o f  t h e  b i l l  p r o v i d e s  a t o o l  f o r  t h e  
s t a t e ' s  b u s i n e s s e s  t o  r e s t r u c t u r e  d e b t  a t  low e r  i n t e r e s t  
r a t e s .  T h i s  may e n a b l e  many b u s i n e s s e s  t o  s u r v i v e .  
N a t i o nw id e  t h e  t r e n d  o f  i n t e r e s t  r a t e s  f rom  1981 h a s  been  
down. I t  i s  v e r y  d i f f i c u l t  t o  a t t r a c t  l o n g- te rm  c a p i t a l  
f rom  l e n d e r s  i n t o  A l a s k a ;  t h e r e f o r e ,  A l a s k a n s  a r e  o f t e n  
s t u c k  a t  h i g h e r  i n t e r e s t  r a t e s .



S e n a t o r  L loyd  J o n e s ,  Co-Chair  
March Qf 1988 
P ag e  Th re e

We a l l  know what e f f e c t  t h e  r e d u c t i o n  i n  j o b s  h a s  had i n  t h e  
R a i l b e l t  i n  r e c e n t  y e a r s?  however ,  t h i s  phenomenon h a s  n o t  b e en  
c e n t r a l l y  l o c a t e d  t o  one r e g i o n  i n  t h e  s t a t e ,  b u t  economic 
r e c e s s i o n s  h ave  been  a f a c t  o f  l i f e  i n  Sou th e a s t ;  A la s k a  and  
o t h e r  r u r a l  c om m un i t i e s  i n  p a s t  t im e s  a s  w e l l .
T h e r e  a r e  o t h e r  im p o r t a n t  i s s u e s  i n  t h e  s t a t e ,  b u t  we f e e l  t h i s  
one  p i e c e  o f  l e g i s l a t i o n  would  be one sm a l l  p a r t  t o  be u s e d  i n  
a r e c o v e r y  f rom  o u r  o v e r a l l  econom ic  s i t u a t i o n .  I f  t h e r e  a r e  
any  comments I  c a n  p r o v i d e  i n  t h e  f u t u r e ,  p l e a s e  f e e l  f r e e  t o  
c a l l  me a t  265-2991.
S i n c e r e l y  y o u r s ,

//
. K. S i e b a r t s

S e n i o r  V ic e  P r e s i d e n t

g s
c c i  J a n  F a i k s

R ic k  H a l f o r d  
J a c k  C o g h i l l  
D ick  E l i a s o n  
F r e d  z h a r o f f  
J o e  J o s e p h s o n
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Bob Gray Date. A p r i l  7, 1988 T|me

Fmm J a n  S i e b e r t s _______________

Subject: T e s t im on y  t o  S e n a t e  F in a n c e  Commit tee  on S e n a t e  B i l l  471
I am J a n  S i e b e r t s ,  S e n i o r  V ic e  P r e s i d e n t  a t  N a t i o n a l  Bank o f  
A l a s k a  i n  c h a r g e  o f  commerc ia l  r e a l  e s t a t e  l e n d i n g  s t a t e w i d e .
I  am a l s o  i n  c h a r g e  o f  a d m i n i s t r a t i o n  o f  some o f  o u r  r u r a l  
b r a n c h e s  and h a n d l e  m u n i c i p a l  f i n a n c i n g  m a t t e r s .  I  am h e r e  t o  
t a l k  a b o u t  t h e  p ro p o s e d  S e n a t e  B i l l  471.
I n  d e a l i n g  w i t h  t h e  p ro p o s e d  l e g i s l a t i o n  I  b e l i e v e  t h a t  i t  i s
im p o r t a n t  t o  u n d e r s t a n d  t h e  p u r p o s e  and  r e c e n t  h i s t o r y  o f  
AIDEA. AIDEA' s e n a b l i n g  l e g i s l a t i o n  s t a t e s  t h a t  " i t  i s  
d e c l a r e d  t o  be t h e  p o l i c y  o f  t h e  s t a t e  i n  t h e  i n t e r e s t  o f  
p r o m o t i n g  h e a l t h ,  s e c u r i t y  and g e n e r a l  w e l f a r e  o f  a l l  p e o p l e  i n  
t h e  s t a t e  and  a p u b l i c  p u r p o s e  t o  i n c r e a s e  j o b  o p p o r t u n i t y  and 
o t h e r w i s e  t o  e n c o u r a g e  t h e  economic  g row th  o f  t h e  s t a t e ,  
i n c l u d i n g  t h e  d ev e lopm en t  o f  i t s  n a t u r a l  r e s o u r c e s  t h r o u g h  t h e  
e s t a b l i s h m e n t  and e x p a n s i o n  o f  m a n u f a c t u r i n g  o f  i n d u s t r i a l ,  
e x p o r t ,  sm a l l  b u s i n e s s  and b u s i n e s s  e n t e r p r i s e s  and t h e  o t h e r  
f a c i l i t i e s  r e f e r r e d  t o  i n  t h i s  s e c t i o n . "
Due t o  t h e  a d v a n t a g e o u s  p r o v i s i o n s  o f  t h e  IRS t a x  code  
p e r t a i n i n g  t o  i n d u s t r i a l  f i n a n c i n g ,  AIDEA u s e d  i t s  b ond ing  
c a p a c i t y  f rom  1980 t h r o u g h  1986. In  t h e  e a r l y  y e a r s  when 
m a rk e t  r a t e s  were a ro u nd  23%, AIDEA i s s u e d  commitmen ts  a t  12% 
and a 1% f e e .  More r e c e n t l y  when m a rk e t  r a t e s  a r e  a ro u n d
10 1/2%, AIDEA commitments a r e  a ro und  11% and a 4% f e e .  On a
p u r e  i n d u s t r i a l  p r o j e c t  AIDEA i s  o f f e r i n g  i n t e r e s t  o f  a ro und  
9 3/4% and a 4% f e e ,  b u t  t h i s  i s  n o t  any  b e t t e r  t h a n  I h ave  
s e e n  f o r  c o n v e n t i o n a l  f i n a n c i n g  by m a jo r  i n s u r a n c e  com pan ie s  on 
p r o j e c t s .  A d d i t i o n a l l y ,  when d e a l i n g  w i t h  New York bond 
u n d e r w r i t e r s  a c e r t a i n  amount o f  i n f l e x i b i l i t y  e n t e r s  i n t o  a 
l o a n  p ro g r am .
Times have  ch anged ;  t h e  A l a s k a  b a n k in g  community f e e l s  i t  can  
o f f e r  a b e t t e r  p r o d u c t  t o  t h e  b u s i n e s s  community t h a n  i s  now 
b e i n g  o f f e r e d  by AIDEA t h r o u g h  a g u a r a n t e e  l o a n  p ro g r am  w i t h  
l e s s  r i s k s  t o  AIDEA and t h e  S t a t e  t h a n  i s  now i n  p l a c e .  T h i s  
i s  n o t  o u t  o f  l i n e  w i t h  AIDEA's u n d e r l y i n g  l e g i s l a t i o n  o r  
c o n c e p t .  S e c t i o n  44.88.080, p a r a g r a p h  12, s t a t e s  t h a t  i t  h a s  
t h e  power t o  " p u r c h a s e  o r  i n s u r e  l o a n s  t o  f i n a n c e  t h e  c o s t s  o f  
m a n u f a c t u r i n g  i n d u s t r i a l  and b u s i n e s s  e n t e r p r i s e  p r o j e c t s " .
The b ank s  u n a n im ou s ly  f e e l  t h a t  s u c h  a p rog ram  w i l l  b e n e f i t  t h e  
s t a t e .  AIDEA l a r g e l y  became a r e a l  e s t a t e  l e n d i n g  i n s t i t u t i o n ,  
p r o b a b l y  b e c a u s e  o f  t h e  makeup o f  t h e  s t a f f .  The e x p e r t i s e  o f  
t h e  s u r v i v i n g  b a n k in g  community c o u l d  h e l p  t h e  b a s i c  b u s i n e s s  
n e e d s  o f  t h e  s t a t e .



irOTi=R o m c E  meiyiC

Bob Gray Date. A p r i l  7, 1988 T|me

F rn m  J a n  S i e b e r t s _______________
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I n  t h e  p a s t  much o f  o u r  l o n g- te rm  c a p i t a l  h a s  been  a t t r a c t e d  
f rom  o u t  o f  s t a t e .  A l a s k a  Labo r  Union P e n s i o n  Fund c e a s e d  
l e n d i n g  money in  A l a s k a  i n  t h e  l a t e  1970s and e a r l y  1980s due 
t o  t h e i r  o u t - o f - s t a t e  i n v e s tm e n t  m an ag e r s '  c o n c e r n  a b o u t  ERISA. 
S t a t e  p e n s i o n  fu n d s  w i l l  become u n a v a i l a b l e  due t o  h i g h  
commitment r a t e s  and d e l i n q u e n c y  r e g u l a t i o n s  t h a t  d i s q u a l i f y  
mos t  p a r t i c i p a n t s .
N o n - R a i l b e l t  l e g i s l a t u r e s  who do n o t  f e e l  t h e y  w i l l  be a f f e c t e d  
by e conom ic  p ro b l em s  o f  o t h e r  a r e a s  in  t h e  s t a t e ,  p l e a s e  t a k e  
n o t e .  Over  h a l f  o f  $353MM in  f o r e c l o s e d  r e s i d e n t i a l  r e a l  
e s t a t e  i n  Ancho rage  i s  h e l d  by o u t - o f - s t a t e  l e n d e r s .  We a r e  
t h e  p a r i a h  o f  t h e  f i n a n c i a l  w o r l d .  I t  w i l l  be some t im e  b e f o r e  
mos t  o f  t h o s e  l e n d e r s  l e n d  anywhere  i n  A l a s k a  i f  t h e y  do n o t  
h av e  t o .
We have  most  o f  t h e  c a p i t a l  in  A l a s k a  to d ay  t o  g e t  t h e  jo b  
don e .  G ive u s  t h e  same g u a r a n t e e s  you have g i v e n  t h e  bond 
m a r k e t  and  we w i l l  do a b e t t e r  j o b  f o r  t h e  con sumer  i n  t h e  
s t a t e  t h a n  i s  a l r e a d y  b e i n g  p r o v i d e d  by t h e  bond m a rk e t  t h r o u g h  
AIDEA. I  would l i k e  t o  r e a d  a l e t t e r  which I r e c e n t l y  s e n t  t o  
S e n a t o r  S t u r g u l e w s k i  and L loyd  J o n e s  on t h e  s u b j e c t  ( l e t t e r  
a t t a c h e d ).
S p e c i f i c  q u e s t i o n s  on t h i s  p r o p o s a l  were p r o v i d e d  by 
Mr. B i n k l e y  who was i n t e r e s t e d  i n  d e t e rm i n i n g  how much money 
NBA had t o  l e n d .  S e n a t o r  F i s c h e r  w an ted  t o  know my o p i n i o n  on 
b an k s  dumping t h e i r  bad l o a n s  on AIDEA. A l so  t e s t i f y i n g  t o  th e  
c om m i t t e e  were  B e r t  Wagnon and Tony Sm i th ,  Comm iss ione r  o f  
Commerce.
c c :  Dick H a l l

Wes Coyner
A t t a c h m e n t
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S e n a t o r  L lo yd  J o n e s ,  Co-Chai r
A l a s k a  S t a t e  L e g i s l a t u r e
S e n a t e  J o i n t  Economic R ecov e ry  Commit tee
P .O .  Box V
J u n e a u ,  A K  9 9 8 1 1

D e a r  S e n a t o r  J o n e s :

I t  w a s  an h o n o r  t o  be i n v i t e d  to J u n e a u  t o  s p e a k  o n  e c o n o m i c  
i s s u e s  and o n  S e n a t e  bi l l  471. W e  b e l i e v e  t h i s  b i l l  is in t h e  
b e s t  i n t e r e s t  o f  the p e o p l e  o f  A l a s k a  a n d  a n  i m p o r t a n t  to o l  f o r  
c r e a t i n g  n e w  j o b s  and s a v i n g  e x i s t i n g  o n e s .  T h e  m a j o r  p o i n t s  
o f  m y  t e s t i m o n y  w e r e  as f o l l o w s :

1. A  g u a r a n t e e  p r o g r a m  w i l l  o f f e r  c o n f i d e n c e  t o  a s h a k e n  s t a t e  
b a n k i n g  s y s t e m  and e n c o u r a g e  b a n k s  to a c t i v e l y  p a r t i c i p a t e  
in the l e n d i n g  p r ocess.

2. A g u a r a n t e e  p r o g r a m  w i l l  s h a r e  ri s k  in l e n d i n g  w h i c h  c o u l d  
e n c o u r a g e  s u r v i v i n g  b a n k s  to leal w i t h  b o r r o w e r s  w h o s e  
c r e d i t s  a r e  c u r r e n t l y  h u n g  u p  in F D I C  l o a n  p o r t f o l i o s .  
W i t h o u t  s h a r i n g  of risk, b a n k s  m a y  be r e l u c t a n t  to s o l i c i t  
t h e s e  c r e d i t s .

3. A  l o a n  g u a r a n t e e  p r o g r a m  w i l l  e n c o u r a g e  l o c a l  b a n k s  to p u t  
e x i s t i n g  c a p i t a l  to w o r k  w i t h i n  A l a s k a  w i t h o u t  f u r t h e r  r i s k  
to  the s t a t e  b a n k i n g  system; o t h e r w i s e ,  t h e s e  r e s o u r c e s  m a y  
o t h e r w i s e  b e  u t i l i z e d  in g o v e r n m e n t  s e c u r i t i e s  o r  l o ans 
o u t s i d e  t h e  state.

4. A I D E A  h a s  b e e n  p r i m a r i l y  a c o n d u i t  to the n a t i o n a l  b o n d i n g  
m a r k e t s .  I s s u a n c e s  of b o n d s  b y  A I D E A  a n d  A l a s k a  H o u s i n g  o n  
a n  u n c o n t r o l l e d  b a s i s  m a y  u l t i m a t e l y  a f f e c t  the S t a t e ' s  
c r e d i t  r a t i n g  as t h e y  c a r r y  t h e  m o r a l  o b l i g a t i o n  of the 
S t a t e .  U t i l i z i n g  n o n - b o n d i n g  s o u r c e s  of f u n d s  w h i c h  are 
r e a d i l y  a v a i l a b l e  w i t h i n  the s t a t e  w i l l  h a v e  n o  e f f e c t  in 
t h e  l o n g  r u n  on the S t a t e ' s  b o n d i n g  c a p a c i t y .

5. A  g u a r a n t e e d  loan p r o g r a m  s h o u l d  d e c r e a s e  the c o s t  of m o n e y  
to  the c o n s u m e r s .  A I D E A  has i s s u e d  c o m m i t m e n t s  at 
e x t r e m e l y  h i g h  rates w i t h  c o m m i t m e n t  fe e s  of 4% of the lo a n  
w h i c h  is no  bargain. ( A I D E A  h a s  l o w e r e d  t h e i r  r a t e s  in the 
p a s t  w e e k  as a re s u l t  of this c r i t i c i s m . )  W e  b e l i e v e  t h a t  
i n t e r e s t  r a t e s  and fees t o  the c o n s u m e r  w i l l  d e c r e a s e  w i t h  
s u c h  a p r o g r a m ;  h o w e v e r ,  w i t h  the b o n d i n g  p r o g r a m  r e m a i n i n g  
in p l a c e ,  if it is m o r e  a d v a n t a g e o u s  f o r  a c o n s u m e r  to 
u t i l i z e  the bond a p p r o a c h ,  th e y  w o u l d  s t i l l  h a v e  the 
o p p o r t u n i t y .
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6. A g u a r a n t e e  p r o g r am  wou ld  r e d u c e  t h e  l o s s  e x p o s u r e  t o  
AIDEA. Unde r  a bond p ro g r am  i f  AIDEA t a k e s  a l o s s  on a 
l o a n ,  t h e y  t a k e  a  d o u b l e  l o s s :  an  i n i t i a l  l o s s  a f t e r  t h e  
l i q u i d a t i o n  o f  a s s e t s  and a s u b s e q u e n t  l o s s  on t h e  b o n d s .  
T h a t  i s ,  AIDEA l o c k e d  i t s e l f  i n t o  l o n g - t e rm  bond s ,  i n  many 
c a s e s  a t  h i g h  i n t e r e s t ,  wh ich  t h e y  h a v e  t o  c o n t i n u e  making 
p a ym en t s  on ev en  i f  a c u s t o m e r  s t o p s  mak ing  p aym en t s .

7. We b e l i e v e  t h e  b a n k s  u n d e r  a g u a r a n t e e d  p ro g r am  w i l l  be 
a b l e  t o  work w i t h  t h e  co n sum e r s  on a more f l e x i b l e  and 
c o m p e t i t i v e  m anne r .  Unde r  s u c h  a p r o g r am  t h e  bank s  i n  t h e  
s t a t e  c a n  com pe te  on r a t e s ,  f e e s ,  and  f l e x i b i l i t y  i n  
t e r m s .  Under  AIDEA's bond p ro g r am  t h e  r a t e s ,  f e e s ,  and 
t e rm s  a r e  g e n e r a l l y  a s  q u o t e d  by AIDEA. I f  a con sumer  h a s  
p r o b l e m s  due t o  a ch ange  i n  t h e  economy, AIDEA h a s  t e n d e d  
t o  b e  i n f l e x i b l e  i n  t h e i r  d e a l i n g  w i t h  t h e  p u b l i c .

8. A g u a r a n t e e d  l o a n  p ro g r am  w i l l  add l i q u i d i t y  t o  t h e  
s t a t e ' s  b a n k in g  s y s t e m .  T h i s  wou ld  be  an  a d v a n t a g e  t o  
l i t t l e  b ank s  a s  w e l l  a s  l a r g e  b a n k s .  Banks c o u l d  h o ld  t h e  
l o a n  i n  t h e i r  own p o r t f o l i o  o r  s e l l  t h e  l o a n  t o  o t h e r  
p a r t i c i p a t i n g  f i n a n c i a l  i n s t i t u t i o n s .  They c o u l d  u s e  t h e  
g u a r a n t e e  a s  s e c u r i t y  f o r  d e p o s i t s  o f  m u n i c i p a l i t i e s  and 
S t a t e  a g e n c i e s  and  o t h e r  l a r g e  d e p o s i t o r s .  Such a p rog ram  
s h o u l d  o v e r a l l  i n c r e a s e  t h e  h e a l t h  o f  t h e  f i n a n c i a l  s y s t em  
w i t h i n  t h e  s t a t e .

9. P e r h a p s  t h e  m o s t  im p o r t a n t  f e a t u r e  i s  t h a t  we b e l i e v e  su ch  
a g u a r a n t e e  p r o g r am  w i l l  e n c o u r a g e  l e n d e r s  t o  p a r t i c i p a t e  
i n  new p r o j e c t s  i n  b a s i c  i n d u s t r i e s  i n  A l a s k a  wh ich  w i l l  
c r e a t e  new j o b s  a s  w e l l  a s  s a v e  e x i s t i n g  j o b s  i n  t h e  
s t a t e .

10. The r e f i n a n c e  p a r t  o f  t h e  b i l l  p r o v i d e s  a t o o l  f o r  t h e  
s t a t e ' s  b u s i n e s s e s  t o  r e s t r u c t u r e  d e b t  a t  l ow e r  i n t e r e s t  
r a t e s .  T h i s  may e n a b l e  many b u s i n e s s e s  t o  s u r v i v e .  
N a t i o n w id e  t h e  t r e n d  o f  i n t e r e s t  r a t e s  f rom  1981 ha s  b een  
down. I t  i s  v e r y  d i f f i c u l t  t o  a t t r a c t  l o n g- te rm  c a p i t a l  
f rom  l e n d e r s  i n t o  A l a s k a ;  t h e r e f o r e ,  A l a s k a n s  a r e  o f t e n  
s t u c k  a t  h i g h e r  i n t e r e s t  r a t e s .



c c
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We a l l  know w h a t  e f f e c t  t h e  r e d u c t i o n  i n  j o b s  h a s  h ad  i n  t h e  
R a i l b e l t  i n  r e c e n t  y e a r s ;  howeve r ,  t h i s  phenomenon h a s  n o t  b een  
c e n t r a l l y  l o c a t e d  t o  one r e g i o n  i n  t h e  s t a t e ,  b u t  e conom ic  
r e c e s s i o n s  h a v e  been  a  f a c t  o f  l i f e  i n  S o u t h e a s t  A l a s k a  and 
o t h e r  r u r a l  c om m un i t i e s  i n  p a s t  t im e s  a s  w e l l .
T h e r e  a r e  o t h e r  im p o r t a n t  i s s u e s  i n  t h e  s t a t e ,  b u t  we f e e l  t h i s  
on e  p i e c e  o f  l e g i s l a t i o n  would  be  one s m a l l  p a r t  t o  be  u s e d  i n  
a r e c o v e r y  f r om  o u r  o v e r a l l  e conom ic  s i t u a t i o n .  I f  t h e r e  a r e  
any  comments I  c an  p r o v i d e  i n  t h e  f u t u r e ,  p l e a s e  f e e l  f r e e  t o  
c a l l  me a t  265-2991.
S i n c e r e l y  y o u r s ,

S e n i o r  V i c e  P r e s i d e n t  
g s
c c :  J a n  F a i k s

R i c k  H a l f o r d  
J a c k  C o g h i l l  
D ick  E l i a s o n  
F r e d  Z h a r o f f  
J o e  J o s e p h s o n
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Introduced: 2/16/88
Referred: Finance

5-1796B

BY HALFORD, FAIRS, U E H L I N G , 
JOSEPHSON, STURGULEWSKI AND

IN THE SENATE ABOOD

SENATE BILL NO. 471 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION 

A  BILL

For an Act entitled: "An Act establishing a program in the Alaska Indus­

trial Development and Export Authority to guarantee 

business loans and to refinance debt; and providing 

for an effective date."

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

* Section 1. AS 44.88 is amended by adding new sections to read:

ARTICLE 6A. BUSINESS ASSISTANCE PROGRAM.

Sec. 44.88.500. BUSINESS ASSISTANCE FUND. The business a ssis­

tance fund is established in the authority from appropriations for the 

purpose. Subject to the requirements of AS 44.88.500 - 44.88.599, the 

authority may use money in the fund

(1) to guarantee loans to businesses that qualify under 

AS 44.88.510(a) and apply under AS 44.88.520(a); and

(2) to refinance the debt of businesses that qualify under 

AS 44.88.510(b) and apply under AS 44.88.520(b).

Sec. 44.88.510. APPLICANT QUALIFICATIONS. (a) A  business 

enterprise may apply for a loan guarantee under AS 44.88.500 - 44.88.- 

599. The authority may establish additional applicant qualifications 

by regulation and these qualifications may vary depending upo n the 

type of business the applicant is engaged in.

(b) A  business enterprise may apply under AS 44.88.500 -

44.88.599 to refinance existing debt. The authority may approve a 

refinancing of existing debt if the authority finds that

(1) the refinancing involves a viable project; and
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(2) the refinancing will save existing jobs.

Sec. 44.88.520. APPLICATION. (a) An applicant for a loan 

guarantee shall provide an economic benefit analysis prepared by a 

person acceptable to the authority together with other information 

that the authority may require by regulation.

(b) A n  applicant for refinancing of existing debt shall provide 

the information that the authority may require by regulation.

Sec. 44.88.530. POWERS OF THE AUTHORITY. The authority may

(1) designate agents and delegate powers necessary to 

implement AS 44.88.500 - 44.88.599;

(2) adopt regulations to implement AS 44.88.500 - 44.88.-

599;

(3) establish terms and conditions for loan guarantees and 

refinancing agreements subject to the requirements of AS 44.88.500 - 

44.88.599;

(4) make and execute contracts and other instruments to 

implement AS 44.88.500 - 44.88.599;

(5) acquire real or personal property by purchase, tra ns­

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

interest in the fund; and

(6) exercise any other power necessary to implement AS 44.- 

88.500 - 44.88.599.

Sec. 44.88.540. CONDITIONS OF LOAN GUARANTEES. (a) The a u t h o r­

ity may guarantee a loan under AS 44.88.500 - 44.88.599 if the

(1) loan is commercially reasonable, secured by adequate

collateral, and the net cash flow from the borrower provides adequate

coverage for the debt service on the loan;

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

(3) loan is originated with and serviced by a state
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(4) portion of the loan not guaranteed by the authority is 

held by the originating financial institution or another financial 

institution approved by the authority; and

(5) loan is made to a business w ith a majority interest 

held by state residents.

(b) The authority may provide a guarantee from the fund for up 

to 90 percent of a loan that qualifies under AS 44.88.550 - 44.88.560. 

The ratio of the guarantee to the outstanding principal of the loan 

shall remain the same over the term of the loan.

(c) The authority may not guarantee

(1) the payment of interest on the guaranteed portion of a

loan; or

(2) more than $1,000,000 per loan.

Sec. 44.88.550. CONDITIONS OF DEBT REFINANCING. The authority

may not refinance debt unless the refinancing

(1) is necessary to extend substantial debt payments over a 

longer period of time, thereby improving the a p p li ca nt’s net cash flow 

and working capital position consistent with the useful life of the 

assets being refinanced;

(2) assists with short-term debt or cash expenditures w he n  

lenders will not extend reasonable longer terms to the applicant; or

(3) is necessary to place a permanent loan subsequent to an 

interim loan for financing construction of the project.

Sec. 44.88.560. INTEREST. The maximum interest rate on a loan

guaranteed by the authority is

(1) for a loan guarantee that equals or exceeds 80 percent

of the loan, one and one-half percentage points above the prime rate

on the day the loan guarantee is made; and

chartered or federally chartered financial institution;
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(2) for a loan guarantee that is less than 80 percent of

the loan, two and three-quarters percentage points above the prime

rate on the day the loan guarantee is made.

Sec. 44.88.570. DEFAULT OR FORECLOSURE. (a) Payments received

toward satisfaction of a default on a loan guaranteed under AS 44.88.- 

500 - 44.88.599 shall be allocated between the lender and the fund 

according to the guaranteed percentage of the loan until the principal 

balance has been repaid.

(b) The authority shall dispose of property acquired through

default or foreclosure of a loan guaranteed or refinanced under

AS 44.88.500 - 44.88.599. Disposal shall be in a manner that serves 

the best interest of the state and may include the amortization of 

payments over a period of years.

Sec. 44.88.580. SPECIAL ACCOUNT ESTABLISHED. (a) There is

established as a special account wi th in  the fund the foreclosure 

expense account. The account is established as a reserve from fund 

equity.

(b) The authority may expend money credited to the foreclosure 

expense account w hen necessary to protect the state's security inter­

est in collateral on loans guaranteed or refinanced under AS 44.88.-

500 - 44.88.599 l o  defray expenses incurred during a foreclosure 

proceeding after a default.

Sec. 44.88.590. PREREQUISITE FOR  O THER LOANS. Notwithstanding 

other provisions of law, a business enterprise that qualifies under 

AS 44.88.510(a) to apply for a loan guarantee under AS 44.88,500 -

44.88.599 shall apply for a loan guarantee before it may apply for a 

direct loan of state money under any other state loan program. Only 

after an application for the guarantee of a loan to be used for a 

particular purpose is rejected under AS 44.88.500 - 44.88.599 may a
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business enterprise apply for a direct state loan for that purpose. 

Sec. 44.88.599. DEFINITIONS. In AS 44.88.500 - 44.88.599,

(1) "fund" means the business assistance fund established 

under AS 44.88.500;

(2) "prime rate" means the lowest money center prime rate 

of interest that is published in the Wall Street Journal.

* Sec. 2. This Act takes effect immediately under AS 01.10.070(c).
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