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

IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 471 (Finance)
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 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. (a) The business
assistance fund 1is established in the authority from money 1in the
authority"s vreserves designated by the authority 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 new loans; and
(2) to guarantee loans made to refinance existing loans.

(b) The holder of a debt instrument for a loan guaranteed by the
authority 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 APPLICANT FOR NEW LOAN GUARAN—
TEE. () A business enterprise may apply for a new loan guarantee
under AS 44.88.500(a)(1).

(b) The authority may establish additional applicant qualific
tions by regulation. These qualifications may vary depending upon the
type of business the applicant is engaged in.

Sec. 44.88.510. APPLICATION FOR NEW LOAN GUARANTEE. An appli—
cant for a new loan guarantee shall provide 1information that the
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authority may require by regulation. The authority may require sub—
mission of an economic benefit analysis prepared by a person accept—
able to the authority.

Sec. 44.88.515. QUALIFICATIONS OF APPLICANT FOR DEBT REFINANCING
GUARANTEE. A business enterprise may apply under AS 44.88.500(a)(2)
to guarantee the refinancing of existing debt.

Sec. 44.88.520. APPLICATION FOR DEBT REFINANCING GUARANTEE. An
applicant for a debt refinancing guarantee shall provide the informa—
tion that the authority may require by regulation.

Sec. 44.88.525. CONDITIONS OF DEBT REFINANCING GUARANTEE. The
authority may not guarantee refinanced debt

(1) unless the refinancing

(A) is necessary to extend substantial debt payments
over alonger period of time, thereby improving the applicant®s
net cash flow and working capital position consistent with the
useful life of the assets being refinanced;

(B) assists with short-term debt, or cash expenditures
when lenders will not extend reasonable Jlonger terms to the
applicant; and

© creates additional economic opportunity or im—
proves the viability of the borrower rather than just reducing
the liability of the lender; or

(2) unless the refinancing 1is necessary to place a perma—
nent loan subsequent to an interim loan for financing construction of
the project.

Sec. 44.88.530. APPLICABILITY 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 471(Fin) -2-



Sec. 44.88.535. CONDITIONS OF LOAN GUARANTEE. (a) The author—
ity may guarantee a loan under AS 44.88.500 - 44.88.599 if the

€Y loan is commercially reasonable, contains amortization
provisions satisfactory to the authority, is 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 char—
tered or federally chartered financial institution;

(4) portion of the loan not guaranteed by the authority is
held by the originating financial 1institution or another financial
institution approved by the authority;

(5) loan 1s made to a business with a majority interest
held by state residents; and

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

(b) The authority may provide a guarantee from the fund for up
to 75 percent of a loan that qualifies under AS 44.88.500 - 44.88.599. :
The ratio of the guarantee to the outstanding principal of the loan
may not increase over the term of the loan.

(¢) The authority may not guarantee the payment of interest on
the guaranteed portion of a loan.

Sec. 44.88.540. LIMITATIONS OF GUARANTEES FROM THE FUND. The
authority may not guarantee

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

) more than $25,000,000 of loans in which the amount of
the loan guarantee exceeds $500,000.

Sec. 44.88.545. LIMITATIONS OF GUARANTEES WITH RESPECT TO BOR-—

ROWERS. The authority may 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 maximum inter—
est rate on a loan guaranteed by the authority is
D for a loan guarantee that exceeds65 percent of the
loan, one and one-half percentage points above the prime rate on the
day the loan guarantee 1is made; and
2 for a loan guarantee that 1is equal to or less than 65;
percent of the loan, two and three-quarters percentage points above j
the prime rate on the day the loan guarantee 1is made. I
Sec. 44.88.555. SERVICING OF GUARANTEED LOANS. (@) The finan—
cial institution that holds a loan guaranteed by the authority under j
AS 44.88.500 - 44.88.599 shall
(1) service the loan;
(2) exercise diligence in collecting amounts due under the !
loan; and
3) comply with all requirements of the Jloan guarantee i
agreement.
(b) Amounts received toward satisfaction of a default on a loan

guaranteed under AS 44.88.500 - 44.88.599 shall be allocated between

- — =y

the lender and the fund according to the guaranteed percentage of the
loan until the principal balance has been repaid.
Sec. 44.88.560. POWERS OF THE AUTHORITY. The authority may

(D adopt regulations to implement AS 44.88.500 - 44.88.-
599;

(2) establish terms and conditions for loan guarantees and
refinancing agreements subject to the requirements of AS 44.88.500 -
44 _.88.599; ]

3) make and execute contracts and other instruments to

CSSB 471(Fin) —4-
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@) loans to an individual borrower that cumulatively
exceed $1,000,000 of indebtedness.

Sec. 44.88.550. INTEREST ON GUARANTEED LOAN. The maximum 1inter-
est rate on a loan guaranteed by the authority is

€Y for a Jloan 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
the prime rate on the day the loan guarantee is made.

Sec. 44.88.555. SERVICING OF GUARANTEED LOANS. (a) The finan-
cial institution that holds a loan guaranteed by the authority under
AS 44.88.500 - 44.88.599 shall

(1) service the loan;

(2) exercise diligence in collecting amounts due under the
loan; and

(3) comply with all requirements of the Jloan guarantee
agreement.

(b) Amounts 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.

Sec. 44.88.560. POWERS OF THE AUTHORITY. The authority may

(1) adopt regulations to implement AS 44.88.500 - 44.88.-
599;
2 establish terms and conditions for loan guarantees and

refinancing agreements subject to the requirements of AS 44.88.500 -

44.88.599;

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

(4) charge one percent of the amount guaranteed as a one
time fee for the service it provides under AS 44.88.500 - 44.88.599;

(5) acquire real or personal property by purchase, trans—
fer, /7 foreclosure when the acquisition 1is 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. DISTRIBUTION OF LOANS. The authority shall
distribute guarantees of new loans and guarantees of loans made to
refinance existing loans under AS 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

¢)) "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. PROCEDURES GOVERNING PROGRAM REVIEW. (a) AS 44.66.050 and
44 .66.060 apply to AS 44.88.500 - 44.88.599 (Business Assistance Program of
the Alaska Industrial Development and Export Authority).

(b) The First Session of the Seventeenth Alaska State Legislature

shall conduct the legislative oversight proceedings required by (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).
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AMENDMENT TO CSSB 471 (Fin)

Offered April 7, 1988
in the Senate Finance Committee

Page 5, Section 44.88.560, line 2: 1insert Subsection

() charge te- 1% of the amount guaranteed as a one
time fee for the service i1t provides under AS 44.88.500-
44 _.88.599.

renumber the following accordingly



# 3 -

Amendment by Hensley
Page 5, line 2. Add new section.

Sec. 44.88.595 opistrisution oF vroans. Loan quarantees and debt
refinancing made by the authority under as 44.88.500-44.88.599 shall
be distributed to all regions of the state in an equitable manner.
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5-1796P L
Chenoweth
4/7/88
Original sponsors: Halford, Faiks, t/n fa
Uehling, et al.
IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 471 (Finance)
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 providing for an effective date.

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. (a) The business
assistance fund 1is established 1in the authority from money 1in the
authority"s vreserves designated by the authority for the purpose.
Subject to the requirements of AS 44.88.500 - 44.88.599, the authority
may use money 1in the fund

(1) to guarantee new loans; and
(2) to guarantee loans made to refinance existing loans.

(b) The holder of a debt instrument for a loan guaranteed by the
authority 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 APPLICANT FOR NEW LOAN GUARAN—
TEE. (a) A business enterprise may apply for a new loan guarantee

under AS 44.88.500(a)(1).

(b) The authority may establish additional applicant qualifica

tions by regulation. These qualifications may vary depending upon the
type of business the applicant is engaged in.

Sec. 44.88.510. APPLICATION FOR NEW LOAN GUARANTEE. An appli—
cant for a new Jloan guarantee shall provide 1information that the
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authority may require by regulation. The authority may require sub-—
mission of an economic benefit analysis prepared by a person accept—
able to the authority.

Sec. 44.88.515. QUALIFICATIONS OF APPLICANT FOR DEBT REFINANCING
GUARANTEE . A business enterprise may apply under AS 44.88.500(a)(2)
to guarantee the refinancing of existing debt.

Sec. 44.88.520. APPLICATION FOR DEBT REFINANCING GUARANTEE. An
applicant for a debt refinancing guarantee shall provide the informa—
tion that the authority may require by regulation.

Sec. 44.88.525. CONDITIONS OF DEBT REFINANCING GUARANTEE. Tne
authority may not guarantee refinanced debt

(1) unless the refinancing

(A) 1is necessary to extend substantial debt payments
over alonger period of time, thereby 1improving the applicant"s
netcash flow and working capital position consistent with the
useful life of the assets being refinanced;

(B) assists with short-term debt or cash expenditures
when lenders will not extend reasonable Jlonger terms to the
applicant; and

©) creates additional economic opportunity or im-
proves the viability of the borrower rather than just reducing
the liability of the lender; or

(2) unless the refinancing 1is necessary to place a perma—
nent loan subsequent to an interim loan for financing construction of
the project.

Sec. 44 _.88.530. APPLICABILITY OF PROVISIONS. AS 44.88.535 -
44_.88.560 apply to

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

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

CSSB 471 (Fin) -2-
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Sec. 44.88.535. CONDITIONS OF LOAN GUARANTEE. (a) The author—
ity may guarantee a loan under AS 44.88.500 - 44.88.599 if the

D loan is commercially reasonable, contains amortization
provisions satisfactory to the authority, 1is secured by adequate
collateral, and the net cash flow from the borrower provides adequate
coverage for i:he debt service on the loan;

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

) loan 1is originated with and serviced by a state char—
tered or federally chartered financial institution;

@) loan guaranteed by the authority 1is held by the orig-—
inatingfinancial institution or another financial institution ap-—
proved by the authority;

() loan 1is made to abusiness with a majority interest
held by state residents; and

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

(b) The authority may provide a guarantee Tfrom the fund for up
to 75 percent of a loan that qualifies under AS 44.88.500 - 44.88.599.
The ratio of the guarantee to the outstanding principal of the loan
may not increase over the term of the loan.

(c) The authority may not guarantee the payment of interest on
the guaranteed portion of a loan.

Sec. 44.88.540. LIMITATIONS OF GUARANTEES FROM THE FUND. The
authority may not guarantee

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

(2 more than $25,000,000 of loans 1in which the amount of
the loan guarantee exceeds $500,000.

Sec. 44.88.545. LIMITATIONS OF GUARANTEES WITH RESPECT TO BOR-—
ROWERS. The authority may not guarantee
(1) a loan of more than $1,000,000;

-3- CSSB 471(Fin)
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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 maximum inter —
est rate on a loan guaranteed by the authority 1is

(1) for a Jloan guarantee that exceeds 65 percent of the
loan, one and one-half percentage points above the prime rate cn the
day the loan guarantee is made; and

(2) for a loan guarantee that 1is equal to or less than 65
percent of the 1loan, two and three-quarters percentage points above
the prime vrateon the day the loan guarantee is made.

Sec. 44.88.555. SERVICING OF GUARANTEED LOANS. (a) The finan—
cial institution that holds a loan guaranteed by the authority under
AS 44.88.500 - 44.88.599 shall

(1) service the loan;

(2) exercise diligence in collecting amounts due under the
loan; and

(3) comply with all requirements of the loan guarantee
agreement.

(b) Amounts 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.

Sec. 44.88.560. POWERS OF THE AUTHORITY. The authority may

D) adopt regulations to implement AS 44.88.500 - 44.88.-
599;

(2) establish terms and conditions for loan guarantees and
refinancing agreements subject to the requirements of AS 44.88.500 -
44 .88.599;

(3) make and execute contracts and other instruments to

CSSB 471(Fin) -4-
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|-LB€|TW%UIS€6R8H%I‘-I 55900 - 44.88.599;

{1Q acquire real or personal property by purchase, trans—
fer, or foreclosure when the acquisition is necessary to protect an

interest in the fund; and

(™) exercise any other power necessary to implement AS 44_-

88.500 - 44.88.599.
» 7 -> AW (Jectien. -

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

° ¢D) "fund” means the business assistance fund established
° under AS 44.88.500;
0 ) "prime rate" means the lowest money center prime rate
H of interest that is published in the Wall Street Journal.
o * Sec. 2. PROCEDURES GOVERNING PROGRAM REVIEW. (a) AS 44.66.050 and
s 44.66.060 apply to AS 44.88.500 - 44.88.599 (Business Assistance Program of
“ the Alaska Industrial Development and Export Authority).
15 (b) The First Session of the Seventeenth Alaska State Legislature
w0 shall conduct the legislative oversight proceedings required by (a) of this
o section.
18

* Sec. 3. AS 44.88.500 - 44.88.599 are repealed July 1, 1991.
a * Sec. 4. This Act takes effect immediately under AS 01.10.070(c).
20
21
22
23
24
25
26
27
28
29
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Chenoweth
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Original sponsors: Halford, Faiks,
Uehling, et al.
IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 471 (Finance)
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 Jloans 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 assis—
tance fund is established in the authority from appropriations for the
purpose and from money in the authority"s reserves. Subject to the
requirements of AS 44.88.500 - 44.88.599, the authority may use money
in the fund

(1) to guarantee loans, including loansmade to refinance
existing loans, to businesses that qualify under AS 44.88.505 and
apply under AS 44.88.510; and

(2) to refinance the debt of businesses that qualify under
AS 44.88.545 and apply under AS 44.88.550.

Sec. 44.88.505. QUALIFICATIONS OF APPLICANT FOR LOAN GUARANTEE.
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 depend—
ing upon the type of business the applicant is engaged in.

Sec. 44.88.510.APPLICATION FOR LOAN GUARANTEE. An applicant
fora loan guarantee shall provide information that the authority may

-1- CSSB 471(Fin)
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require by regulation. The authority may require submission of an
economic benefit analysis prepared by a person acceptable to the
authority.

Sec. 44.88.515. CONDITIONS OF LOAN GUARANTEES. () The author—
ity may guarantee a loan under AS 44.88.500 - 44.88.599 if the

(D) loan is commercially reasonable, contains amortization
provisions satisfactory to the authority, 1is 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 char—
tered or federally chartered financial institution;

(4) portion of the loan not guaranteed by the authority 1is
held by the originating financial institution or another financial
institution approved by the authority;

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

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

(b) The authority may provide 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 guarantee to the outstanding principal of the loan
may not increase over the term of the loan.

(c) The authority may not guarantee the payment of interest on
the guaranteed portion of a loan.

Sec. 44.88.520. LIMITATIONS OF LOAN GUARANTEES FROM THE FUND.
The authority may not guarantee

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

(2) more than $25,000,000 of Iloans in which the amount of
the loan guarantee exceeds $500,000.

471 (Fin) -2-
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Sec. 44.88.525. LIMITATIONS OF LOAN GUARANTEES WITH RESPECT TO

BORROWERS. The authority may not guarantee

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

(2) loans to an individual borrower that cumulatively
exceed $1,000,000 of indebtedness.

Sec. 44.88.530. INTEREST ON GUARANTEED LOAN. The maximum inter—
est rate on a loan guaranteed by the authority is

(Dfor 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
percent of the 1loan, two and three-quarters percentage points above
the prime rate on the day the loan guarantee 1is made.

Sec. 44.88.535. DEFAULT OR FORECLOSURE OF A GUARANTEED LOAN.
(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 theguaranteedpercentage of the
loan until the principal balance has beenrepaid.

(b) The authority shall dispose of property acquired through
default or foreclosure of aloan guaranteed under AS 44.88.500 -
44.88.599. Disposal shall be in a manner that serves the best in-—
terest of the state and may include the amortization of payments over
a period of years.

Sec. 44.88.540. RELATIONSHIP TO OTHER 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 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
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particular purpose 1is rejected under AS 44.88.500 - 44.88.599 may a

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

Sec. 44.88.545. QUALIFICATIONS OF APPLICANT FOR DEBT REFINANC—

ING. A Dbusiness 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

(2) the refinancingwill save existing jobs.

Sec. 44.88.550. VvAPPLICATION FOR DEBT REFINANCING. An applicant
for refinancing of existing debt shall provide the information that
the authority may require by regulation.

Sec. 44.88.555. CONDITIONS OF DEBT REFINANCING. The authority
may not refinance debt unless the refinancing

(D) is necessary toextend substantial debt paymentsover a
longer period of time, thereby improving the applicant®s net cashflow
and working capital position consistent with the useful Ilife of the
assets being refinanced;

(2) assists with short-term debt or cash expenditures when
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. DEFAULT OR FORECLOSURE OF A REFINANCED LOAN,
(@) The authority shall dispose of property acquired through default
or foreclosure of a loan refinanced under AS 44.88.500 - 44.88.599.
Disposal shall be 1in a manner that serves the best interest of the
state and may 1include the amortization of payments over a period of
years.

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

(¢)) designate agents and delegate powers

CSSB 471 (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
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, trans-—
fer, or foreclosure when the acquisition 1is 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 ACCOUNT ESTABLISHED. (a) There is
established as a special account within the fund the foreclosure
expense account.

(b) The authority may expend money credited to the foreclosure
expense account when necessary to protect the state"s security inter—
est in collateral on loans guaranteed or refinanced under 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,

¢)) "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. PROCEDURES GOVERNING PROGRAM REVIEW. (@) AS 44.66.050 and
44 .66.060 apply to AS 44.88.500 - 44.88.599 (Business Assistance Program of

the Alaska Industrial Development and Export Authority).

-5- CSSB 471(Fin)
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(h) The First Session of the Seventeenth Alaska State Legislatur

shall conduct the legislative oversight proceedings required by (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 01.10.070(c).

CSSB 471(Fin) -6 -
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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
For an Act entitled: "An AVt 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"HE STATE OF ALASKA:
* Section 1. AS 44.88 is amended t*y adding new sections to read:
ARTICLE 6A. BUSINESS ASSISTANCE PROGRAM.

Sec. 44.88.500. BUSINESS ASSISTANCE FUND. The business assis-
tance fund is establishejd in the autho\rity from appropriations for the
purpose. Subject to the requirements ofxAS 44.88.500 - 44.88.599, the
authority may use money in the fund

(1) to guarantee loans, including loans made to refinance
existing loans, td businesses that qualifj\ under AS 44.88.505 and
apply under AS 44/88.510; and

(2) tlo refinance the debt of businesses that qualify under
AS 44.88.545 add apply under AS 44.88.550.

Sec. 441/88.505. QUALIFICATIONS OF APPLICANT 'EOR LOAN GUARANTEE.
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 depend-
ing upon the type of business the applicant is engaged in.

Sec. 44.88.510. APPLICATION FOR LOAN GUARANTEE. An applicant
for a loan guarantee shall provide information that the authority may
require by regulation. The authority may require submission of an

-1- CSSB 471(Fin)
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economic benefit analysis prepared by a person acceptable to the
authority.

Sec. 44.88.515. CONDITIONS OF LOAN GUARANTEES. (a) The author-
ity may guarantee a loan under AS 44.88.500 - 44.88.599 if the

(1) loan is commercially reasonable, contains amortization
provisions satisfactory to the authority, is 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 char-
tered or federally chartered financial institution;

(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;

(5) loan is made to abusiness with a majority interest
held by state residents; and

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

(b) The authority may provide 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 guarantee to the outstanding principal of the loan
may not increase over the term of the loan.

(c) The authority may not guarantee the payment of interest on
the guaranteed portion of a loan.

Sec. 44.88.520.  LIMITATIONS OF LOAN GUARANTEES FROM THE FUND.
The authority may not guarantee

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

(2) more than $25,000,000 of loans in which the amount of
the loan guarantee exceeds $500,000.

Sec. 44.88.525.  LIMITATIONS OF LOAN GUARANTEES WITH RESPECT TO

CSSB 471 (Fin) -2-
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BORROWERS.  The authority may not guarantee

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

(2) loansto an individual borrower that cumulatively
exceed $1,000,000 of indebtedness.

Sec. 44.88.530. INTEREST ON GUARANTEED LOAN. The maximum inter-
est rate on a loan guaranteed by the authority 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
percent of the loan, two and three-quarters percentage points above
the prime rate on the day the loan guarantee is made.

Sec. 44.88.535. DEFAULT OR FORECLOSURE OF A GUARANTEED LOAN,
(@) 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 andthe fund according to the guaranteed percentage of the
loan until the principal balance has been repaid.

(b) The authority shall dispose of property acquiredthrough
default or foreclosure of a loan gquaranteed under AS 44.88.500 -
44.88.599. Disposal shall be in a manner that serves the best in-
terest of the state and may include the amortization of payments over
a period of years.

Sec. 44.88.540. RELATIONSHIP TO OTHER 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 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 he used for a
particular purpose is rejected under AS 44.88.500 - 44.88.599 may a

-3- CSSB 471(Fin)
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business enterprise apply for a direct state loan for that purpose.

Sec. 44.88.545. QUALIFICATIONS OF APPLICANT FOR DEBT REFINANC-
ING. 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
(2) the refinancing will save existing jobs.

Sec. 44.88.550. APPLICATION FOR DEBT REFINANCING. An applicant
for refinancing of existing debt shall provide the information that
the authority may require by regulation.

Sec. 44.88.555. CONDITIONS OF DEBT REFINANCING. The authority
may not refinance debt unless the refinancing

(1) is necessary to extend substantial debt paymentsover a
longer period of time, thereby improving the applicant's net cashflow
and working capital position consistent with the useful [life of the
assets being refinanced;

(2) assists with short-term debt or cash expenditures when
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. 44.88.56C. DEFAULT OR FORECLOSURE OF A REFINANCED LOAN,
(@) The authority shall dispose of property acquired through default
or foreclosure of a loan 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. 44.88.565. POWERS OF THE AUTHORITY. The authority may

(1) designate agents and delegate powers necessa

implement AS 44.88.500 - 44.88.599;

CSSB 471(Fin) -4-



E KB B B ©o o v~ o o

=

&

puws. WUC

(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, trans-
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. 44.88.570. SPECIAL ACCOUNT ESTABLISHED. (a)  There is
established as a special account within the fund the foreclosure
expense account,

(b) The authority may expend money credited to the foreclosure
expense account when necessary to protect the state's security inter-
est in collateral on loans guaranteed or refinanced under 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. PROCEDURES GOVERNING PROGRAM REVIEW. (a) AS 44.66.050 and
44.66.060 apply to AS 44.88.500 - 44.88.599 (Business Assistance Program of
the Alaska Industrial Development and Export Authority).

(b) The First Session of the Seventeenth Alaska State Legislature
-5- CSSB 471(Fin)
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shall conduct the legislative oversight proceedings required by (a) of this

section.

* Sec. 3.
* Sec. 4.

CSSB 471 (Fin)

AS 44.88.500 - 44.88.599 are repealed July 1, 1991,
This Act takes effect immediately under AS 01.10.070(c)
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FISCAL NOTE CONTINUATION

ANALYSIS:

Should SB 471 become law, the Authority would be able to implement the legis/ation
within its existing QP_eratmnaI budget. . It IS antmx)ated {that one loan Officer
and one clerical position would be required and the Authority currently has vacant
positions that could be filled for this purpose. The balance of the operational
costs could be absorbed within the existing structure of the Authority.

On the capital side, the amount of loans that can be granted will be directly
8r0£)ort|ona| to the assets available to honor the guarantee. Page 1, Line 4 of
B 471, speaks to appro||or|at|ons for the program. “While experience will ulti-
matelX decide how much leverage one can utilize at the outset, anything greater

than 4:1 would be optimistic.
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OFFICIAL BUSINESS

SENATE JOTNT COMMITTEE ON ECONOMIC RECOVERY

T0: Senator Jan Faiks
Senate Presiden”

FROM: Senator Arliss Sturgulewski,
Senator Lloyd Jones, Co-Chairman
Senate Joint Committee on

RE: SB 471

DATE: March 17, 1988

During the meeting of the Senate Joint Committee on Economic
Recovery on March 16, 1988, the Committee unanimously endorsed
the concepts contained in SB 471 - "An Act establishing a progranm
in the Alaska Industrial Development and Export Authority to
guarantee loans and to refinance debt..."™ and recommends that it
proceed through the standing committee hearing process.

cc: Max Gruenberg, Chairman
House Joint Committee on Economic Recovery
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ALASKA INDUSTRIAL DEVELOPMENT & EXPORT AUTHORITY
ENTERPRISE DEVELOPMENT FUND

Balance Sheets
June 30, 1987 and 1986

Assets 1987

Cash _ _ 4 11,685
Investments, partially restricted (note 3) 278,32?7]162 1

Loans (note 4) . 329,070,910

Less allowance for ﬁOSSIbM loan loss 10,173,101

et loans 318,897,809

Accrued interest receivable 6,404 839

Unamortized bond issue costs 2,716,359

Other real estate owned 8,797,589

Other 473,883

1615.631.326

Liabilities and Equity

Notes and bonds payable (note 6) *252,720,225

Accrued interest payable 6,283,633

Deposits from others 997,292

Other 204,331

260,205,481

Equity: | _

Contributed capital (note 1) 197,800,632

Retained earnings _ 157,625,213

Total equity 355,425,845

4615.631.326

Commitments (note 12)
See accompanying notes to financial statements.
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ALASKA INDUSTRIAL DEVELOPMENT & EXPORT AUTHORITY

ENTERPRISE DEVELOPMENT FUND

Statements of Earnings and Retained Earnings
Years ended June 30, 1987 and 1986

Revenues: o
Interest, net of servicing fees
Fees (note 7)

Miscellaneous
Total revenues

Expenses:
Interest ,
Salaries and employee benefits
Professional fees
Travel
Rent _
Furniture and equipment
Amortized bond issue costs
Provision for loan loss
Write-downs and loss on sale of assets

Other
Total expenses
Net earnings
Retained earnings at beginning of year
Retained earnings at end of year

See accompanying notes to financial statements.
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13,476,743
144,148,470

$157.625.213

28,875,201
115,273,269
$144.148.470



ALASKA INDUSTRIAL DEVELOPMENT & EXPORT AUTHORITY
ENTERPRISE DEVELOPMENT FUND

Notes.to Financial Statements

Allowance lor Loan Loss

Management regularly reviews the loan portfolio and determines
provision for loss based UPON EXPErience and managements estimate

of potential loss.

Other Real EstateOwned .
Other real estateowned represents property acquired through foreclosure on

loans or a deedreceived in lieu of foreclosure. It is carried at the
lower of the unpaid loan balance at the time of foreclosure or the
estimated fair market value of the property. When the balance of the
Authority's investment in the loan Is greater than the fair market value of
the property, the difference is charged to the allowance for loan losses.

Retirement Plan

All uinpLoyees of the Authority participated in the State of Alaska Public
Employees®™ Retirement System. The State®s policy is to fund pension
costs accrued.

Bond Issue Costs
When advanced by the Authority, costs of bond issues, including underwriters”

fees and commissions, legal fees, bond insurance and printing, are
amortized over the life of the bond issue on the straight-line method and
are recovered from the borrowers primarily as a part of the interest rate
cliarged. Current praclLice is to require borrowers to pay for bond costs at

the time of funding.

Furniture and Equipment
Purchases of furniture and equipment are expensed, as such items are the

property of the State of Alaska.

Investments , . . L. . .

At sune 30, 1987, investments were in certificates of deposit, United States
Government securities or commercial paper, yielding interest at 4.8% to .
13.0% and;mat.yr " :lenjerally within one year, except $5,479,261 in United
States .TrdAs'ttSfc?"t"laatur|n5qr|n subsequent years through 1992 for

-za%ilcted "purooses and $6,305,000 in Seward C.0.P.'s maturing serially to

At June 30, 1986, all investments were in certificates of deposit, United
States Government securities or commercial paper, yielding interest at 6.4%
to 13.0% and maturing within one year, except United States Treasury Notes
?ﬁ Wh'ﬁh13837’930 mature in 1987 and $5,109,683 mature in subsequent years

roug .

Certain invested funds are restricted by the terms of the Authority®s bond
resolutions and are held and invested by the trustees. A summary of these

investments follows:

(Coul Inui'd)

25



ALASKA INDUSTRIAL DEVELOPMENT & EXPORT AUTHORITY
ENTERPRISE DEVELOPMENT FUND

Notes to Financial Statements
Investment Summary

June 30

Name Restriction 1987 1986
Loan participation funds  Committed loans not
_ closed at June 30 $ -0- $ 550,000
Capital reserve funds Secure debt service
. payment - honds 26,468,794 25,562,325
Debt service funds Loan repayments and

funds held for
debt service -
honds 28,815,638 21,437,070

$55.284.432  $47.549.395

The Capital Reserve Funds are maintained for the purpose of making principal
and interest payments on the bonds payable if monies received hy the
Authority and available for the payment of bond principal and interest are
insufficient to make the required debt service payments. The amounts held
in the ca{)ltal reserve funds are equal to the average of the amounts
required to be paid for principal and interest in each future fiscal year
until maturity of the outstanding bonds. On the first day of January,
April, July and October of each year, the Authority must replenish the
capital reserve funds to the required amounts or may withdraw any excess

amounts.
(4) Loans _ .
Loans outstanding at June 30, 1987 and 1986 are classified as follows:
1987 1986
Loan Type Number Amount Number Amount
Appropriated & purchased 549 $ 75,353,222 626 $ 89,319,047
Federally guaranteed 63 11,278,600 174 34,097,213
bond sale 396 242,439,088 423 249,417,337
1.008  $329.070.91.0  1.223 $372,833,597

An aging of loans as of June 30, 1987 and 1986 follows:

(Continued)
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March 8, 1988

? a(tor Llogd Jonei Co-Chair
Alaska Staté Legislature
Senate Joint Economrc Recovery Committee

P.O. Box V
Junhr:, AK 09811
Dear 3enator Jonest

[t was an honor to be invited to Juneau to sReak on economic
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entourage survi (‘1 anks to dea |h 0rrowers whose
credrts are curreptly un% UB n FD I a Port 10S. .
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outside the state.
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Senator Lloyd Jones/ Co-Chair
March 8, 1988
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Senator Lloyd Jones, Co-Chair

March
Page Three
?H n whateffectth% reducUoH hobs has hﬁd In th%

Railbelt recent ears owever, t P enomenon as not been
centraII locate ? region in the S at% but ecopomic
recessions nave een a fact of life In Sout eaﬂ: Alaska and
other rural communities In pasttnnesas well
There are 0 hfr Important |ssue% in the stﬂte but we feel this
one glece 0 Isfation would be qne smal rt t? be used In
a re over rom our overall economic snuat|on T there are

comments cm1provMe in the future, please feel free to

caII me at 265-2
Sincerely yours,

//
. K. Siebarts
Senior Vice President

0S

cclJan Faiks
RicE Iﬁalforq
Jack Coghil
Dick Eliason
Fred zharoff
Joe Josephson



Irthliu O-RCE 1. EIVf

Bob Gray Date. April 7, 1988 Time

Foim  Jan Sieberts

Subject: Testimony to Senate Finance Committee on Senate Bill 471

| am Jan Sieberts, Senior Vice President at National Bank of
Alaska in charge of commercial real estate lending statewijde.

I am also rg ﬁ arqe of adm qrst ration of some of our rural
banchgs and handie munrch fina ri |7gl matters. am here to
talk about the proposed Senhate Bill 471
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facilities referred to In this section.
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Bob Gray Date, April 7, 1988 Te

rm Jan Sieberts

suject: 1€Stimony to Senate Finance Committee on Senate Bill 471 - Page Two

n the past much of r long-term ital has been attracted
}rom ou@ ot state. aska ?_ or Umd)n gensmn Eund ceasedd
s du
I

lending money in Alaska in the late 1970s and early 1980
go thelr out- oTI state \nvgstment mana?ers concern ﬁbout ER
tate pension funds wij ecome unavallaple due to high
commitment rates and delinquency regulations that disqualify
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tate than is alre dy ein proV|d gv e bond market throu%h
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March 8, 1988

S?nator Llogd Jone? Co-Chair

Alaska Stat g|s ature

Sepnate Joint Economic Recovery Committee
P.0. Box V

Juneau, AK 99811

Dear Senator Jones:

It was an honor to be invited to Juneau to speak on economic

issues and on Senate bill 471. We believe this bill is in the
best interest of the people of Alaska and an important tool for
creating new jobs and saving existing ones. The major points

of my testimony were as follows:

1.

A guarantee program will offer confidence to a shaken state
banking system and encourage banks to actively participate
in the lending process.

A guarantee program will share risk in lending which could
encourage surviving banks to 1leal with borrowers whose
credits are currently hung up in FDIC loan portfolios.
Without sharing of risk, banks may be reluctant to solicit
these credits.

A loan guarantee program will encourage local banks to put
existing capital to work within Alaska without further risk
to the state banking system; otherwise, these resources may
otherwise be utilized in government securities or loans
outside the state.

AIDEA has been primarily a conduit to the national bonding
markets. Issuances of bonds by AIDEA and Alaska Housing on
an uncontrolled basis may ultimately affect the State's
credit rating as they carry the moral obligation of the
State. Utilizing non-bonding sources of funds which are
readily available within the state will have no effect 1in
the long run on the State®"s bonding capacity.

A guaranteed loan program should decrease the cost of money

to the consumers. AIDEA has issued commitments at
extremely high rates with commitment fees of 4% of the loan
which 1s no bargain. (AIDEA has lowered their rates 1in the

past week as a result of this criticism.) We believe that
interest rates and fees to the consumer will decrease with
such a program; however, with the bonding program remaining
in place, if it is more advantageous for a consumer to
utilize the bond approach, they would still have the
opportunity.



Senator Lloyd Jones, Co-Chair
March 8, 1988
Page Two

6. ABuarantee program would redyce the loss exposure to
nder a”bond program if AIDEA takes a loss on

loan, ea/ take a double” loss: an initial loss aft%r the
liquidatian assets and asu seqitent 10SS on the onds.
That 1s, ADEA ocked |tse |n 0 long-term bonds, In many
cases at nigh ntetest hich g have to continue making
payments on even It a ustomer stops making payments.

7. W belleve the banks under a guaranteed program will
abI to. work with the consume%s on a morg f?emeve< 8
CO getlttve manner Under such a program the panks in the
state cap compete n r tes fees, and” flexthility In
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roblems due t? a_chapge in the economy AIDEA has tended
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Senator Lloyd Cones, Co-Chair
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Page Three

We all know what effect th% reduction . in hobs has hﬁd in th%

Railbelt In recent years; however, this Penomenon as not peen

centra_llhl located to one region in the state, but ecopomic

recessions have been a fact of life in Southeast Alaska and

other rural communities in past times as well.

There are oithtfr |mp0rtant |ssue% in the state but we feel this

one glece of legislation would e qne small part to be used in

Sy COmmAnt 1 a0 provide. .ﬁCtHSmf'ﬁtStt“aW"e%se teel"flee T
yI me at %6!3 %Blp g

Sincerely yours,

Senior Vice President
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Ja_ctz Co_ghiIOI
Dick Eliason
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Introduced:
Referred:
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Finance

BY HALFORD, FAIRS, UEHLING,
JOSEPHSON, STURGULEWSKI AND
1 IN THE SENATE ABOOD
2 SENATE BILL NO. 471
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 FIFTEENTH LEGISLATURE - SECOND SESSION
5 A BILL
6 For an Act entitled: "An Act establishing a program in the Alaska Indus—
7 trial Development and Export Authority to guarantee
8 business loans and to refinance debt; and providing
9 for an effective date.”
10 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
11 * Section 1. AS 44.88 is amended by adding new sections to read:
12 ARTICLE 6A. BUSINESS ASSISTANCE PROGRAM.
13 Sec. 44.88.500. BUSINESS ASSISTANCE FUND. The business assis—
14 tance fund is established in the authority from appropriations for the
15 purpose. Subject to the requirements of AS 44.88.500 - 44.88.599, the
16 authority may use money in the fund
17 (1) to guarantee loans to businesses that qualify under
18 AS 44.88.510(a) and apply under AS 44.88.520(a); and
19 (2) to refinance the debt of businesses that qualify under
20 AS 44 .88.510(b) and apply under AS 44.88.520(b).
21 Sec. 44.88.510. APPLICANT QUALIFICATIONS. (a) A  business
22 enterprise may apply for a loan guarantee under AS 44.88.500 - 44.88.-
23 599. The authority may establish additional applicant qualifications
24 by regulation and these qualifications may vary depending upon the
25 type of business the applicant is engaged in.
26 ()] A business enterprise may apply under AS 44.88.500 -
27 44.88.599 to refinance existing debt. The authority may approve a
28 refinancing of existing debt if the authority finds that
29 (1) the refinancing involves a viable project; and
SB0471a SB 471



(2) the refinancing will save existing jobs.

Sec. 44.88.520. APPLICATION. (€)) 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) An 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, trans—
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 author—
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

471 -2- SB0471a



chartered or federally chartered financial institution;

(4) portion of the loan not guaranteed by the authority 1is
held by the originating financial institution or another financial
institution approved by the authority; and

(5) loan is made to a business with 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 applicant™ 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 when
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

SB0471a -3- SB 471



(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 1is 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 1include the amortization of
payments over a period of years.

Sec. 44 .88_.580. SPECIAL ACCOUNT ESTABLISHED. (a) There is
established as a special account within 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 when necessary to protect the state®"s security inter—
est in collateral on 1loans guaranteed or refinanced under AS 44.88.-
500 - 44.88.599 lo defray expenses incurred during a foreclosure
proceeding after a default.

Sec. 44.88.590. PREREQUISITE FOR OTHER LOANS. Notwithstanding
other provisions of law, a business enterprise that qualifies under
AS 44.88.510(a) to apply for a loan guarantee wunder 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 wused for a

particular purpose 1is rejected under AS 44.88.500 - 44.88.599 may a

471 -4- SB0471a



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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