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CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No. HB 511

This bill amends various statutes under Title 47,
covering state paid home care services for minors, disabled adults,
and the elderly. The bill will not have a direct fiscal impact for
the Department of Law; however, some of its provisions may work to
interfere in the state®"s investigations of abuse, and some of the
provisions may unnecessarily expose the state to liability claims.

Section 1. This section amends AS 13.26 to provide that a public
home care provider may not accept a power of attorney designation
"for an individual to whom the provider furnishes in-home services,
unless the designation is held jointly with another individual who"
is not employed by the same entity that employs the public home
care provider. This section will not have a fiscal impact.

Section 2. This section amends AS 47.17.020 to provide that upon
determining that a report of harm towards a child might relate to
harm caused by the actions or <inactions of a public home care
-provider, the Department of Health-and Social Services shall notify-
the employer of the public home care provider of the allegations of

harm. The section further provides that, upon receiving
notification, the employer shall immediately assi”™j a new person to
provide home <care to the subject of the report of harm. =« An

eemployer who failed to reassign a home <care provider after
receiving the notification would be guilty of a violation under AS

11.81.900(b)

The Department of Law 1is <concerned that prematurely
notifying an employer, before a preliminary 1inquiry can be
conducted to at least verify the report and determine the likely
party or parties responsible for the harm, could compromise the
state"s future 1investigation efforts. The department 1is also
concerned that reassigning a public home care provider, without
verifying the allegations, and without a process to allow the home
care provider to vrespond to the allegations, will vresult in
personal injury claims against the employer and the state. This 1is
because no investigation was conducted before adverse action was
taken against the public home care provider. In most cases
reassignment would probably result in the suspension or firing of
the public home <care provider, or Jliterally finding the care
provider guilty at the time of the report.

Section 3. This section amends AS 47.24.020 to provide for the
same notification and reassignment requirements contained in
Section 2, for reports of harm 1involving elderly persons. The
department®s comments in Section 2 apply equally here. In addition
to those comments, the department notes that it expects federal
certification of its Medicaid Provider Fraud Unit within the next
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CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No. HB*511

few weeks. Among 1its responsibilities, this unit has the duty to
investigate and, where appropriate, prosecute all reports of harnm
of elderly persons caused by the actions or inactions of medicaid-
or medicare-funded care providers. We expect that the activities
of the unit will reduce the incidence of harm to the elderly that
may be occurring and help deter future harm.

Section 4. This section provides that the Department of Health and
Social Services shall, upon request, disclose the number of
verified reports of harm of the elderly that were the result of
actions or inactions of a public home care provider. This section
will not have a fiscal impact.

Section 5. This section provides a definition for a public home
care provider.

Section 6. This section provides for notification to employers and
reassignment of public home care providers as a result of reports
of harm involving disabled adults. The department®s comments in
Section 2 also apply to this section.

Section 7. The sponsor"s staff has advised that this section is
being deleted from the bill.

Section 8. The.sponsor®s staff has advised that this section 1is
being deleted from the bill.

Sections 9 and 10. These sections amend AS 47.65.050 and AS
47.65.100 and provide that the Older Alaskans Commission may not
make payments to a sponsor of home care, adult day care, or family
respite care services unless the sponsor has agreed to request and

receive criminal history information, under AS
12.62.035(a), for the person who will provide the services. These
sections will not have a fiscal impact on the Department of Law.

Section 11. This section amends AS 47.65.290 and provides a

definition for "home care services."

Section 12. This is the effective date section.
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> STATE OF ALASKA
OIMIC UT

»1932 LEGISLATIVE SESS10.

Revision Date:

FISCAL NOTE
REPORTED OUT OF |

Title:

providers. providing for effective date
Sponsor: Representative Markie

Requestor: Representative Mackie

“An Art relating .to ntihlic hnmr rare

EXPENDITURES/REVENUES: (Thousands of Dollars) (inflation not included)

OPERATING
PERSONAL SERVICES

FY 9?

TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL

REVENUE
FUND SOURCE:

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER
FUND SOURCE:

TOTAL -0-
POSITIONS:

FULL-TIME 0
PART-TIME 0
TEMPORARY 0

Estimate of current year impact:_

ANALYSIS: {Attach a separate page if necessary.)

No fiscal impact is anticipated.

Prepared By: . frlam:is..Q....Allan.

Division: Alaska Siaia Trnnn«*rs
Approved by Commissioner:
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STATE OF ALASKA

FISCAL NOTE » a .
REPORTED OUT OF Biil version: CSHB 511 (JUD)

1992 LEGISLATIVE SESSION SFC Publistl Dale: 4-16-9 2—
Revision Date- Dept. Affected Health and Social Services

Title: An act relating to Public Home Providers BRU: Division of Family and Youth Services

Component: Central Office

Sponsor: Reps. Mackie. Ellis. Lincoln. Larson. Gonzales. Jacko o
Requestor: Representative Mackie COMPONENT SERIAL NO. 0259
Expenditures/Revenues _ (Thousands of Dollars)

OPERATING FY93 FY94 FY95 FY96 FY97 FY98
PERSONAL SERVICES 0.0

TRAVEL 0.0

CONTRACTUAL 20.0

SUPPLIES 0.0

EQUIPMENT 0.0

LAND & STRUCTURES 0.0

GRANTS. CLAIMS 0.0

MISCELLANEOUS 0.0 .

TOTAL OPERATING 20.0 0.0 0.0 0.0 0.0 0.0

CAPITAL

REVENUE
*FUNDING.:.......... - n ] (Thousands of Dollars)

GENERAL FUND 20.0

FEDERAL FUNDS

OTHER

TOTAL 20.0 0.0 0.0 0.0 0.0 0.0
POSITIONS:

FULL-TIME | | | | !
PART-TIME | | | | !
TEMPORARY | [ | | |

Estimate of current year impact: None

ANALYSIS: (Attach a separate page if necessary)

Section 2 of this bill requires that the Department develop regulations on circumstances requiring
reassignment, suspension, or termination of a home care provider alleged to have perpetrated harm and on
the appeal rights and due process for such an individual. Section 9 requires that the regulations be
adopted by March 15, 1993. A contract will be obtained to draft, conduct public hearings,

and finaljze the regulations. The contractor will revise the Adult and the Child Protective Services staff
manuals to implement the changes, and will work with data processing rj plan protective services data
collection on home care providers under Section 4 of the bill.

Prepared by:*: Brian Saylor, Deputy Commissioner Phone: 465-3030

Division: ' Division of Family and Youth Services Date: March 17.1992

Approved by Commissioner: Theodore A. Mala. MD. MPH

Date:

Agency: Department of Health and Social Services

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor

OMB
Impacted Agency(ies)
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Revision Date: Department Affected:
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Sponsor: Mackie
Requestor: House HESS COMPONENT SERIAL NO.

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 93 FY 94

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS 4 CLAIMS

TOTAL OPERATING

(  CAPITAL
REVENUE
FUNDING: (Thousands of Dollars)
GENERAL FUNDS 0.0 0.0 0.0 0.0
FEDERAL FUNDS
OTHER
TOTAL 0.0 0.0 0.0 0.0
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year Impact: None

ANALYSIS: (Attach a separate page If necessary)

No flscniimpact.

jmyy 1

Alaska Court System

Trial Courts

000 | 000

0.0

0.0

Prepared by: C. S. Christensen lll, Staff Counsel (de (0 fl~ e Phone:

Division: Alaska Court System

Approved by: Arthur H. Snowden, Il, Administrative Director . |
Agency: Alaska Court System

Date:

000 | 768

0.0

0.0
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03/02/32

03/02/92
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CS FOR HOUSE BILL NO. 511 (JUDICIARY)
IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THE HOUSE JUDICIARY COMMITTEE

O ffered: 3/25/92
Referred: Finance

Sponsor(s): REPRESENTATIVES MACKIE, Ellis, Lincoln, Larson, Gonzales, Jacko

A BILL

FOR AN ACT ENTITLED

7-LS2026V?

"An Act relating to public home care providers; and providing for an effective date."

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

* Section 1. AS 13.26 is amended by adding a new section to article 5 to read:

Sec. 13.26.358. POWERS OF ATTORNEY HELD BY PUBLIC HOME CARE

PROVIDERS, (a) A public home care provider may not accept a designation as attorney-in-fact

or agent by general or special power of attorney for an individual to whom the provider furnishes

services unless the designation is held jointly with another individual who is not a public home

care provider.

(b) In this section, "public home care provider" has the meaning given in

AS 47.05.017(c).
* Sec. 2. AS 47.05 is amended by adding a new section to read:

Sec. 47.05.017. HOME CARE PROVIDERS, (a) State money may not be used for a

home care provider unless records under AS 12.62.035(a) are requested for the provider within

10 business days after the provider is hired to provide the care and are reviewed within five

HBO0511C '1'
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business days after they are received. The department shall require the grantee or contractor to
do the records request and review required under this subsection for a home care provider
employed by a person who has a grant or contract from the department to provide home care
services.

(b) The department shall adopt regulations identifying actions that it will take, in addition
to those otherwise required under AS 47.17 and AS 47.24, when a report of harm is made under
AS 47.17 or AS 47.24 that might relate to harm caused by actions or inactions of a public home
care provider. The regulations must

(1) address circumstances under which the department will, or will require a
contractor or grantee to, reassign, suspend, or terminate a person alleged to have perpetrated
harm; and

(2) include appropriate procedural safeguards to protect the due process rights of
public home care providers who may be reassigned, suspended, or terminated under the
circumstances described in (1) of this subsection.

(c) In this section, "public home care provider" means a person who is paid by the state,
or by an entity that has contracted with the state or received a grant from state funds, to provide
homemaker services, chore services, personal care services, home health care services, or similar
services in or around a client’s private residence or to provide respite care in either the client’s
residence or the caregiver’s residence or facility.

* Sec. 3. AS 47.10.230 is amended by adding a new subsection to read:

(h) The department may not pay for respite care, as defined in (d) of this section, unless
the department or the entity that has contracted with the department to provide the respite care
requests records under AS 12.62.035(a) for the individual who provides the respite care within
10 business days after the individual is hired to provide respite care and reviews the records
within five business days after receiving them.

* Sec. 4. AS 47.24.050(b) is amended to read:

(b) The department shall disclose a report of harm if the elderly person who is the
subject of the report consents in writing. The department shall, upon request, disclose the
number of verified reports of harm that occurred at an institution for care of the elderly or that
were the result of actions or inactions of a public home care provider.

* Sec. 5. AS 47.24.100 is amended by adding anew paragraph to read:

CSHB 511(JUD) '2' H B O S llc
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(13) "public home care provider” has the meaning given in AS 47.05.017(c).
* Sec. 6. AS 47.65.050 is amended by adding a new subsection to read:

(b) The commission may not make payments to a sponsor whose program includes
family respite care services or home care services unless the sponsor has agreed to request
records under AS 12.62.035(a) for the individual who will provide the services within 10 business
days after the individual is hired to provide the services and review the records within five
business days after receiving them.

* Sec. 7. AS 47.65.100 is amended by adding a new subsection to read:

(f) The commission may not award a grant under this section for family respite care
services or for adult day care services that include home care services unless the grantee has
agreed to request records under AS 12.62.035(a) for the individual who will provide the services
within 10 business days after the individual is hired to provide the services and review the
records within five business days after receiving them.

* Sec. 8. AS 47.65.290 is amended by adding a new paragraph to read:

(8) "home care services" means homemaker services, chore services, personal care
services, home health care services, or similar services in or around the residence of an older
Alaskan or of a frail older person or similarly disabled adult, as defined in AS 47.65.100.

* Sec. 9. REGULATIONS. The Department of Health and Social Services shall adopt the regulations
required under AS 47.05.017(b), enacted by sec. 2 of this Act, by March 15, 1993. By February 1,
1993, the department shall report to the legislature on the status of the regulations process.

* Sec. 10. This Act takes effect immediately under AS 01.10.070(c).

HB0511c -3- CSHB 511CJUD)
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3ranch Office:

3601 C St.. Ste. 260 Main Office:
Frontier Bldg. P.O. Box 110209
Anchorage, AK 99503 Juneau. AK 99311-0209
.907) 563-565-1 (907)465-3250
FAX: 562-3040 FAX: 465-4716

older Alaskems Commission

POSITION PAPER
COMMITTEE SUBSTITUTE FOR HOUSE BILL 511 (Judiciary)

"An Act relating to public home care workers"

The Older Alaskans Commission supports passage of Committee
Substitute for House Bill 511 (Judiciary).

This bill adds several new protection for seniors and other
disabled persons who use the services of public home care
providers. The bill would

1 forbid public home care workers from accepting a
client"s designation to hold a power of attorney,
unless the power is jointly held with a neutral person;

2) require the Department of Health and Social Services to
promulgate regulations no later than March 1993 as to
how it will investigate reports of harm by home care
workers, which regulations must include provisions for
worker re-assignment to protect clients and protection
for the due process rights of the worker;

3) forbid state agencies from paying for home care unless
the employing home care agency agrees to timely request
and review criminal background checks on all home care
workers.

4) require the Department of Health and Social Services to
keep a public register of verified reports of harm
caused by a home care provider.

This bill covers home care and respite services provided under
grants awarded by the older Alaskans Commission as well as other
publicly funded home care services.

The Older Alaskans Commission understands that the Department of
Health and Social Services has submitted a one-time-only fiscal
note of $20,000 for writing the new regulations and training its
social workers and lawyers in the new procedures. The Older
Alaskans Commission understands that public dollars are very
limited this year, but would recommend that the Governor and
Legislature support this modest fiscal note.



Page 2 OLDER ALASKANS COMMISSION POSITION PAPER CSHB 511

The dollars will be well spent, to carry out preventive efforts
that can save many hundreds of thousands of public dollars 1in
investigations and legal actions. Also, this bill, onc™ fully
implemented by the regulations, should defer and preve. ,»any
instances of financial and physical exploitation or abuse of
elderly or disabled persons. The public costs which may be
avoided by this bill seem to justify the small fiscal note.

The Older Alaskans Commission urges passage of CSHB 511
(Judiciary).

Approved:
Hi
I
Older Alaskans Commission Older Alaskans Commission

D ate: /3 1992



MEMORANDUM STATE OF ALASKA
DEPARTMENT OF HEALTH AND SOCIAL SERVICES
DIVISION OF FAMILY AND YOUTH SERVICES

DATE: 172791

-T0: Russ Webb
Acting Ditftctor

FROM: Pat O0"Brian)
Social Stetltices
Program Officer

RE: Adult Protective Services (APS) Positions

FILE: 1750
You asked that | reconstruct the APS history of positions.

— Prior to passage of the Protection of the elderly statute, the
division (DFYS) performed some supportive services for elderly and
vulnerable adults, primarily assessing need for homemaker services
and authorizing the service or vreferring individuals to local
community services.

..— In" 1977"DFYS gained statutory responsibility for licensing adult
residential care facilities (commonly called boarding homes) and

foster homes. No positions were obtained. Regulations were
promulgated 1in 198C and limited funds secured for the care of
dependent adults residing in existing Tfacilities. Existing

licensing staff were assigned the new 1licensing responsibility.
Existing social workers were assigned the adult caseload in 1980
and 81. Most of those clients were vulnerable adults younger than

age 65.

— In 1983, the Protection of the Elderly statute was passed without
positions being added to the division"s budget.

- For a period of a few months in late 1982 and 1983, the
Department created a Division of Adult and Aging Services taking
three Central Office positions from DFYS (including the WIN
coordinator) and combining those positions with the department®s
Office of Aging positions for an expanded Central Office.
Approximately 11 or 12 field social work and clerical positions
were transferred from DFYS to the new Adult and Aging Division to

rovide® Adult Protective Services. These field positions had
previously been assigned primarily to child protective services.



Ar.ct.her half c”en Tfield WIN Social Workerf”?id clerical positions
were also tran” rred from DFYS to the new A-uit and Aging Services
Division. WIN was a Federally funded program designed to assist
adult single parents who were vreceiving Aid to Families with
Dependent Children to find and retain jobs. The Office of Aging
positions had primarily administered the Federal grant funds from
the Federal Office on Aging.

--Also in 1983 the recently created Older Alaskan®s Commission had
developed oy Jlaws and was establishing an office within the
Department of Administration. A decision was made to d *sband the
new Division of Adult and Aging Services and to transfer the
positions which had formerly been in the Office of Aging to the
Older Alaskan®s Commission office in the Department of
Administration. Tne Older Alaskan®s Commission then assumed the
function of administering federally funded grants to local

agencies

— Following the transfer of Office of Aging positions to the Older
Alaskans Commission, the positions originally taken from DFYS were

restored to DFYS. Those designated for acult protective services
were:
Central Office: Field Administrator - Elizabeth Muktariar.
Assoc.Coord. Rng.18 - Jane Miller
Anchorage Supervisor SW 1V - Gladys Langdon

5 Social Worker 111"s John Burke,
Jerry Swenson,
Doris Julian,
Dorothy Emmons, and
Gary Ma.ndzik

Clerk Typis:

Fairbanks Supervisor SW 1V ? PCN 3724
Social Worker 111 Lare Lamm PCN 372S
Juneau Social Worker 11! Lisa Clouch
half time
Ketchikan Social Worker 111
half time
Betnel Social Worker 111 ?
half time

(unable to confirm the Bethel position)

"errfclate”l1983“dr early 1984, in a budget reduction exercise, the
position Jane Miller was holding in Central Office was eliminated.



Il reports caused the

)sit"ions to respond
most effectively to agency mandates. The homemaker contractor was
authorized to perform assessments to determine need for homemaker
services. This resulted ir. a reduced social worker responsibility
statewide. A study of the individuals in adult residential and
foster care was finalized in September, 1565. Based on the study,
those adults with a diagnosed developmental disability or serious
mental illness were transferred to the Division of MH&DD for case

management, though no positions were transferred. DFYS retained
adult cases with a borderline diagnosis and individuals on the wait
list of MH&DD. Following the transfer of clients to MH&DD, most

APS social workers were reassigned to a child protection caseload.
The APS unit in Anchorage was reduced to two workers and the one
in Fairbanks was reduced to one position. Remaining APS positions
fell to less than half time. The Central office position assumed
additional responsibilities, so that there was no longer a Central
Office position designated for Adult Protective Services.

— In 1985 the Central Office WIN coordinator position in DFYS and
the WIN field social workers and clerical staff were transferred
from DFYS to the Division of Public Assistance. Welfare Reform
legislation has now converted the WIN program into JOBS, Job
Opportunities and Basic Skills Training.

To reconstruct this history, I contacted six DFYS staff and.
referred-tn.-three documents. If necessary more detail might be
obtained in personnel files.



ADULT PROTECTIVE SERVICES CLIENTS AND DFYS SERVICES

Age FY87 FY88 FY89 FVW* £121!
18-59 609 577 568 362 279
60 & up 1326 1326 1272 894 846
Ss*

Female 1268 1289 1256 810 725
Male 666 656 625 446 400
Race

AK Native 792 790 672 461 483
Black 58 59 69 . 42 36
Caucasian 1020 1000 976 ,, 603 511
Unknown 65 91 117 148 178

Services Turnover
Clients Exiting.

System In the FY 556 438 445 177 137
Clients Began in the FY 301 487 446 122 50
Clients Continued Thru
to the next FY 554 543 569 871 853
Clients Interrupted
During the FY 87 47 51 2 3
Clients Entered and 1
Exited in the FY 437 428 371 84 86

Homemaker Services
Number of Clients 1260 1430 1363 76 61

Adult Foster Care
Number of diems 27 o "4 38 28 28

Adult Residential Care
Number of diems 66 69 70 77 63

s+Homemaker Services were transferred to Public Health in FY90, resulting in a substantial drop in
DFYS delivered homomaker services to "at risk” elders and vulnerable adults under the APS program.
In addition beginning in FY90 social workers began to transition from the mainframe data system to
a new system called Prober. Figures given for FY 90 and 91 are fewer than actual cases, as some
cases were recorded only in the new Prober system and arc not represented here.



DEPARTMENT of health and < AL SERVICES
DJvUioa of FimUy and Youth Savioei

) =
Adult,Pratt ive Services Reports of Harm?*
Hr
60 - 64 21 40 28 39 32 9
1* - 60 37 122 1*5 143 134 37
Sex of Victim:
R2S *3 lit 185 161 137 38
Fbithlb 160 199 303 247 227 62
w io 11 1 1? 7 11 3
" Abuie 128 117 65 171 126 121 34
.Economic Heim 40 69 133 127 98 93 26
Neglect 67 129 100 173 177 129 37
Relirionitiln of
Pegpetretof to Victini!
o 1« 1 7 8 10 4
N ' Hutbutd 41 30 40 .3l 14
"o Son 40 24 43 64 43 17
« Deughtot 16 18 19 41 24 10
..Other Mel* Family
. ; Member 32 10 30 34 27 10
;e ; *Other Feraile
5 ' Firally Member 25 15 19 25 21 8
oL . Other Mile 31 64 46 63 51 20
» ;] ‘Other Femak 20 38 62 51 43 17
' « Did the Victim Requeet That
-f the Inveitigetion ba r
Betef. 4 g0 117 ' 163 105 44
17 i:'\b 116 85 160 183 136 56
Type of Report
» Mandatory B 123 169 151 133 67
.Other 63 79 77 48 67 33
Wai the Report Confirmed?
KT 142 202 152 150 222 174 62
No 31 94 145 124 129 105 38

REPORTS OF HARM*

65 and o |S mi U T%TAL

FY84 (all ages com inedl”’
FY85 137 21 87 245
FY86 98 39 . 195 332
40 122 317
x v VIFYB8 cel 28 1185 488
57 FY89 *26 39 143 408

it »Duc to e tnntidon Ln data caUectloa  Prober. Report* of IVm to adulu data Ir not available 1flg FYS9,



DIVISION OF FAMILY AND YOUTH SERVICES
Department of Health and Social Services

Adult Protective Services Annual Report
Fiscal Year Ending June 30, 1989

Total Number of Reports 408
65 and c/er: 226
60-64 39
18 - 59 143

Sex of Victim:

Male 161
Female 247

Type of Harm:

Abandonment: 7
Abuse: 126
Economic Harm: 98
Neglect: 177

*Relationship of
Perpetrator to Victim:

Wife: 8
Husband: -31
Son: 64
Daughter: 41
Other Male FamilyMember: 34
Other Female FamilyMember: 25
Other Male: 63
Other Female: 51

Did the Victim Request that
the Investigation be Terminated:

Yes: 163
Mo: 183

Tvpeof Reporter:

Mandatory: 151
Other: 48
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INCREVENT/DECREVENT DESCRIPTION (limit lo 98 chwracteny|

JNCHEASK PROTECTION OF BtflEni.r k VIJINERANiI.B ADULTS— i PPT TOSITION Ac SUPPORT
ACONCY CONTACT/PHONE HUVBRR CODE EXPENDITURE BY OBIECT  AGE\CY GOV'S REQ.
Primit Hickey 465-3002 10U Personal Services 2.9
ocsninr: whv this  INCRBCEIT/DECRmerir IS Tinum win what it purciiahes. 200 Travel 1.3
300 Contractual 5arvicas 3.2
In CY 0> nnnily 1100 eldorly Alaskan* ovgc ago GO (onn Jn 25) another GX0 vulnerable adult* between 400 Supplies 21
tlio agoi of 18 and 59 alto received |uotectlvu inrvicea, However, tha number of pereon* Mw actually 500 Equipment 6.0
noad protection is probably auhstantla)ly greater. Studios Indicate that, aa with child abuae, tha 00 Lands, Buildings, Etc.
ropnrted Instance* of abuse, neglect, and exploitation of elderly and vulnerable adults represent* 700 Crants, Claims, Etc.
only a [>ortlon of the actual Incidents. Thoro has been iio study of tha unreported incidence of adult 800 Miscellaneous
abusn in Alesha, howovot, thoro is a consensus among advocacy groups that the rata of reporting is TOTAL 4.5
below Ilia actual Incidence. In eany Instances parsons in need do not seek tha service and others 1-A Transfer (NOHADQ 19
requosl that intorvontlon be terminated hecauaa tha loval of reiponea is Inadaquata or tha services 1002 federal funds
needed are not available. Tito following Illustrates the growth In tha at risk population of elderly 1003 General fund Hatch
adults and In the need for scrvicoa and the docline In capacity to respond to this need: 1004  General fund* 42.5
1005 Cf/Program Receipts
Year 1983 1985 1988 Percont change 7007 1-A Receipts
Population Age 65 15149(1)  18133(1) 25526(7) 4 2219 PIT
POSITION ~ PPT
Ropoits of Ham 173) 30 488 - C709 IlircRVATION  Hn Psreansnt
to VulnorabJo Adults Staff Month*
X | - Enhance Existing Services | formal*
nYS Adult Servico Staff n 3.5 1141 Compared To ft 90 Program
- Maw Services Compared to fY %0
1) Alaska Population Projections, Alaska Department of Labor, October 198C. - Continuation of fY 90 N racllity
@ llouso Research Agency Report 8C-A, The Uollvery of Senior Services in Alaska, January, 198C. Servich Level Operation
(3) Reporting of harm to adults over C5 wes not mandated by atatuta until 198). Prior to that date  IVPACT fROM CAPITAL PROJECT (NAVE)
data wes not collected by any stale agency.
Chspter SIA Page/Line
INCREMENT/ AGENCY Health it Social Service* | FY 91 1
C5 DECREMENT DRU  Family Services
REQUEST COMPONENT Western Hctlon Page 1 of 5
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FISCAL NOTE C

STATE OF ALASKA BILL NO. DRAFT CSHB 513(JUm
1992 LEGISLATIVE SESSION
Revision Date: Department Affected: Puhlic Safety
Title: "An Art relating tn limitations on a BRU: Mntnr Vehicles
drivers* license. . Component: Driver Services
Sponsor: Representative Ulmer
Requestor: House Judiciary COMPONENT SERIALNO.

EXPENDITURES/REVENUES: (Thousands of Dollars) (inflation not included)

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES 518.6 440.6 440.6 440.6 440.6
TRAVEL
CONTRACTUAL 51.3 23.1 23.1 23.1 23.1
SUPPLIES 14.0 7.5 7.5 7.5 7.5
EQUIPMENT 107.0 0 0 0 0

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 690.9 4712 471.2 4712 471.2
CAPITAL
REVENUE  (Prog. Rec.) 900.0 500.0 500.0 500.0 500.0

FUND SOURCE: 1005

FUNDING: (Thousands of Dollars)

GENERAL FUND 0 0 0 0 0
FEDERAL FUNDS

OTHER (Prog. Rec.) 690.9 4712 471.2 471.2 471.2
FUND SOURCE: 1005

TOTAL 690.9 471.2 4712 471.2 471.2
POSITIONS:

FULL-TIME 13 11 11 11 11
PART-TIME 0 0 0 0 0
TEMPORARY 0 0 0 0 0

Estimate of current year impact:.

ANALYSIS: (Attach a separate page if necessary.)

See attached.

Prepared By: _Juanita Hensley . Phone: 465-4335
Division: Mntnr Vehicles Date: 4/2/S2

Richard L. Burton

Approved by Commissioner:

Agency: —Department of Puhlic Safety Date: 412792

RiInMo/7/0i”™ Pr®P*r,rl: Lag. Fin.. Legislative Sponeor. Requestor, OMB/DBR Gov. <egie. Ofc., Stimpacted Agencyliee®

age

FY 98
440.6

23.1
7.5

471.2

500.0

471.2

471.2
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Department of Public Safety-
Fiscal Note Analysis - DRAFT CSHB 513(JDD)
Page 2 of

This fiscal note reflects nthe changes to the bill contained in the proposed
Judiciary Committee substitute. Among other changes, that draft includes
an application fee of $100.00 to be paid by persons who wish to obtain a
limited license. These fees are shown as program receipt revenues.

The Division of Motor Vehicles administratively revokes approximately 5,000
driver®s licenses yearly for excessive breath alcohol or refusal to submit
to a chemical test. This bill permits each person whose license is revoked
for DWI or Refusal to apply for a limited license. It also requires a ;
hearing officer to hold an administrative review hearing to determine the
eligibility of the applicant and issue the limited license.

Information obtained from the Alaska Public Safety Information Network
(APSIN), indicates there are currently approximately 4,000 10-year license
revocations, which were based on two or more prior convictions for DWI or
Refusal. These 4,000 revocations cover the period from November 1, 1983
through December 30,. 1990.

If this bill becomes law, it is anticipated that most of these persons
would apply for a limited license. In order to handle the additional 4,000
applications for limited licenses for those individuals who had their
license revoked between November 1983 and December 1990, and the additional
5,000 applications a year for limited licenses for those whose license
revocation was effective after January 1, 1991, one full-time Driver
Improvement Specialist/Hearing Officer; two Clerk 1V"s; and ten Motor
Vehicle Representative I1l11"s will be required for FY 93 and eight Motor
Vehicle Representatives will be required starting in FY 94. The duties of
these positions are detailed in the attached new position requests. The
total for personal services 1is 518.6 in FY 93 and 440.6 in FY 94.

Before a license can be reissued after a revocation, the person must apply
for a new license and complete all required tests, including a driving
skills test, thus requiring the heed for ten Motor Vehicle Representative
Il positions. These MVR 111 positions will be located in the following
Motor Vehicle Offices: Palmer; Fairbanks; Anchorage; Ketchikan; Kodiak;
Soldotna; and Juneau. - -

Any person who was denied a limited license may request an administrative
hearing for reconsideration. It takes up to one hour to process an
application for a limited license. This includes the time it takes to
conduct an administrative review pertaining to eligibility for the limited
license. A thorough record must be maintained, 1in case a hearing officer”s
decision 1is appealed to the Superior Court.



Department of Public Safety
Fiscal Note Analysis - DRAFT CSHB 513(JUD)

Page 3 cf
DETAIL
FY93 FYo94
100 PERSONAL SERVICES 518.6 440.6
1 Driver Imp. Spec. 53.6
2 Clerk 1V's 837.3 = 74.6
10 MVR 111"s @ 39.04 = 390.4
8 MVR 111°s starting 1994
200 CONTRACTUAL
Postage 5.1 5.1
Telephone System 5.0 0
Telephone toll charges 6.0 6.0
Copier Maintenance 1.5 1.5
Office Space (Lease) 10.5 10.5
Programming Fees 2.2
Terminal ID fees 21.0
400 SUPPLIES (14 Employees)
Routine Office supplies 14.0 7.5
500 EQUIPMENT
Controller (32 port, installed) 12.0 o
14 PC/Terminals, Printers 63.0 S
4 Desks 2.0
10 Work Stations 30.0

TOTAL 690.9 471.2



Position Title

Number of Positions Range/Stop Bargaining Unit
1

Drivor Improvement Specialist 16-A GGU
Time Status Staff Months Location Eloction District
PFT 12 each Juneau
Justification
Typo of Expondituro Amount This position will conduct administrative hoarings involving the
1 2 3 denial of a limited driver's licenso. It will prepare tho filke, send
Solory * 37.3 |  hotice o parties advising of the date and timo of the hearing,
Benefits * 16.3 conduct the hearing, prepare the file for appoal, onter license action
. . $s5SSjS8]«5 . onto the driving record, and handle all correspondence associated
Premium Poy (Included in Above) J o ith this orogran
Other iU M Hitt )
Totol Porsonal Services 53.6
Travel 0
Contractual
Commodities
Equipmont i
Other
Totol Cost

Funding Source For Totol Cost
Fodoral Receipts 1002
G.F. Match 1003
Goneral Fund 1004
Program Rocoipts/GF 1005 53.6
I-A Receipts 1007
CIP Receipts 1061
Other
* Personal Services Salary and Benefits Costs are from PACS calculations.

AGENCY  Department of Public Safoty FY 93
REQUEST FOR I
NEW POSITION : BRU Motor Vehiclea Page 4 of 6

COMPONENT

Drivor Services

Revised Date



Position Title

Clerk IV
Staff Months

W

m

48.6 MmmmMMmMmmM

26.0
i Mmoo

Timo Status
PFT
Typo of Expondituro
1

Salary *
Bonof its*
Promium Pay (Included in Above)
Othor

Totol Porsonal Sorvicos
Travol
Contractual
Commodities
Equipment
Othor

Total Cost
Funding Sourco For Total Cost

Fodorol Receipts 1002
G.F. Match 1003
General Fund 1004
Program Recoipts/GF 1005
I-A Receipts 1007
CIP Receipts 106 1

Other

12

Amount
3

mmmiim

h m

* Personal Sorvicos Salary and Benefits Costs are from PACS calculations.

TTsrrmw

REQUEST FOR
NEW POSITION

AGENCY

BRU

COMPONENT

Number of Posiiions Range/Step Bargaining Unit
9(B) GGU

Location Election District

Junoau

Justification

These positions would handle the review of the application for

limited license; deny or issue a limited liconse certificate; prepare

file for hearing officer after the person who was denied a limited

license requests a reconsideration; enter license action onto the

driving record; handle basic correspondence associated with the

application process; and close out filos for microfilming.

Department of Public Safety FY 93

Motor Vehicles

Driver Services

Page 5 of 6

Revised Date



Position Titlo
Motor Vohiclo Roprosontotivo M

Range/Stop
B

Bargaining Unit
10(B) GGU

Number of Positions
10

Timo Status Stoff Months Location Election District
PFT 12 Statewide
Justification
Typo of Expondituro Amount These positions will administer road tests and knowledge
1 2 3 examinations to all applicants for limited driver®s license. They will
Salary * 260.0 < verify that the applicant has the necessary documentation prior to
Bonofits * 130.4 iSSUing exams.
g{‘ﬁ(r)nrlum Poy (Included in Above) w n n m m i pi* " '|y$|ﬂ|is;§-?;iiu5n in aaaiuon ro loswng ana licensing auuas, inn mvn ill aiso monitors
Totol Personal Sorvicos 390.4
T rowol
Contractual 17.2
Commoditios
Equipment 75.0 1
Othor
Total Cost 482.6
Funding Sourco For Total Cost
Federal Receipts 1002
G.F. Match 1003
General Fund 1004
Program Rocoipts/GF 1005
I-A Receipts 1007
CIP Recoipts 1061
Other
* Personal Sorvicos Salary and Bonofits Costs aro from PACS calculations.
AGENCY  Department of Public Safety FY 93
REQUEST FOR
NEW POSITION BRU Motor Vehicles Page 6 of 6
COMPONENT  Drivor Sorvicos Revised Date

1/92) RFNP
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CS FOR HOUSE BILL NO. 513 (JUDICIARY)

IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE -SECOND SESSION

BY THE HOUSE JUDICIARY COMMITTEE

Offered: 4/6/92
Referred: Finance

Sponsor(s): REPRESENTATIVES ULMER, Boyer, Koponen, Ellis, Larson

A BILL
FOR AN ACT ENTITLED
"An Act relating to limitations on a driverslicense;imposing  a limited license fee; and
providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OFTHE STATE OFALASKA:

* Section L AS 28.15.201(d) is amended to read:

(d) A court revoking a driver’s license under AS 28.15.181(c), or the department [A
HEARING OFFICER| revoking a driver’s license under AS 28.15.165(c), may grant limited
lic-.nse privileges if (1) the court or the department [HEARING OFFICER] determines that the
person’s ability to eam a livelihood would be severely impaired; (2) a limitation under (@) of this
section can be placed on the license that will enable the person to earn a livelihood without
excessive danger to the public; and (3) the court or the department [HEARING OFFICER]
determines that the person has successfully completed an alcoholism education and rehabilitation
treatment program and the cost of the program has been paid. Limited license privileges may
only be granted to the person for the final 60 days during which the license was revoked if the
person has not been previously convicted more than orice, for the final tv/0 years during which

HB0513b 1- CSHB 5J3(JUD)
New Text Underlined [DELETED TEXT BRACKETED]



If the person has not heen previously convicted more than twice, and for
the final five j ears during which the license was revoked if the person has not been previously
convicted more than five times. The court or thedepartment [HEARING OFFICER] may not
grant limited license privileges if the person has been previously convicted more than five times.

5 *Sec. 2 AS 28.15.201(e) is repealed and reenacted to read:

8
9

7

18

19

() Notwithstanding (d) of this section, a court revoking a driver’s license under

AS 28.15.181(c), or the department revoking a driver’s license under AS 28.15.165(c), may grant
limited license privileges for the period specified under (g) of this section to a person who has
been previously convicted if

(1) the court or the department determines that the person’s ability to ean a
livelinood would be severely impaired and a limitation under (3) of this section can be placed
on the license that will enable the person to earn a livelihood without excessive danger to the
public;

(@ the offense for which the license was revoked occurred hefore January 1,
1991, and

(3 the court or the department determines that the person has successfully
completed an alcoholism education and rehabilitation treatment program and the cost of the

program has been paid.

* Sec. 3. AS 28.15.201 is amended by adding new subsections to read:

(a) If the person qualifies under tel of this section, tcourt or the department may grant
limited license privileges for the final
(1) 60 days during .vhich the license was revoked if the person has been
previously convicted once and not more than once;
(2) seven years during which the license was revoked if the revocation is for the
person 3 third conviction; or
(3) five years during which the license was revoked if the person has been
previously convicted three, four, or five times and not more than five times.
(h) Ifa person has been previously convicted and under the provisions of (d) or (e) of
this section the person is eligible for more than oneperiod oflimited licenseprivileges, the
limited license eligibility periods shall be combined and thecourt or the department maygrant

limited license privileges for the combined period. A combined period of limited license

CSHB 513(JUD) -2- HBO0513b



1 eligibility may not commence until the accumulated periods of any license revocations have been

2 completed.

3 () A person may not apply for a limited license under this section if the person is more

4 than 180 days from heing eligible for the limited license.

5 *Sec. 4. AS 28.15.271(b) is amended to read:

6 (b) In addition to the fees under (a) of this section,

I (1) a person who renews a driver’s license by mail shall pay [BE CHARGED]

8 a fee of $1; and

9 (2) a person who applies for a limited driver’s license under AS 28.15.201

10 shall pay a fee of $100.

11 *Sec. 5 Section 36, ch. 119, SLA 1990, is amended to read:

12 Sec. 36. APPLICABILITY, (a) Except as provided in (0) of this section, the [THE]

13 provisions of this Act apply to judicial proceeding and administrative proceedings by the

14 Department of Public Safety relating to offenses that are committed after December 31, 1990,

15 (b) The limited license provisions contained in AS 28.15.201(d) and (8), enacted in
sec. 18 of this Act, apply to judicial proceedings and to administrative proceedings by the
Department of Public Safety, relating to offenses that are committed before, on, or after
December 31, 1990,

*Sec. 6. AS 28.15.201(d) and (€), as amended by secs. 1and 2 of this Act, and AS28.15.201(q) -
(i), as added by sec. s of this Act, apply, ~ according to their terms, to offenses committed before,on,or
after the effective date of this Act.
*Sec. 7. Sections 1-3and s of this Act are retroactive to January 1, 1991
23 *Sec.8. This Act takes effect immediately under AS 01.10.070(c).

RRSBBR-s

HBO0513b 3 CSHB 513CJUD)
New Text-. Underlined /DELETED TEXT BRACKETED]



A laska State Legislature

house of Representatives

REPRESENTATIVE FRAN ULMER
MEMORANDUM

April 16, 1992
TQ Rep. Mike Navarre, Co-chair
Rep. tcLean, Co-chair
Housi Committee
FROM: Rep. Fs
RE CSHB 5*13, relating to limitations on drivers' licenses

HB 513 is a technical bill which corrects certain drafting errors made in the revision of DW
statutes passed in 1990 as HB 53. That legislation established the opportunity for persons
whose licenses have been revoked as a result of their second, third, fourth, fifth or sixth
convictions to be eligible for a limited license and thus "earnback" a portion of the revocation
period. The limited license option received overwhelming legislative support and was adopted as
a means of encouraging and rewarding persons who have proved themselves to be responsible in
effectively addressing their alcohol problems.

Unfortunately, the courts have interpreted the limited license earnback provisions of the prior
legislation as applying only to convictions occurring after January 1, 1991 and to third
convictions occurring prior to January 1, 1991. The intent of the legislature was that limited
license earnback provisions should apply equitably to all convictions occurring both before and
after the effective date of the bill (January 1, 1991). Because the original legislative intent
was not clear to the courts, the clarifications contained in HB 513 are necessary.

HB 513 clarifies the prior legislation regarding DW statutes in the following ways:

(1) Clarifies that limited licenses may be granted for second, third, fourth, fifth and
sixth convictions occurring before 1/1/91;

(2) Specifies the allowable limited license periods for which a person may qualify;
(3) Clarifies that a person who has two or more revocations running consecutively may

be eligible for more than one limited license period and that those periods shall
be combined;

slalC Capitol (907) 465-4947
Juneau. AK 99801-1182 ., Fax 465-2108



(4) Establishes a limited license application period during the last 180 days of the
combined, adjusted minimum revocation periods;

(5) Establishes a $100 application fee to cover the cost of processing the application.

In addition, HB 513 includes a provision that the cost of an alcoholism education and

rehabilitation treatment program must be paid for prior to receiving a limited license. This
provision was included at the request of the Substance Abuse Directors Association in an effort
to sustain on-going programs for alcohol rehabilitation. Although this provision is not a
clarification of prior legislation, it is consonant with the underlying purpose of that legislation
to advance the state’s efforts to support sobriety and safe driving practices.

The $100 application fee more than covers the administrative costs associated with this
legislation and results in a net gain to the state.

HB 513 is supported by the Alaska Court System and the Substance Abuse Directors Association.



CSHB 513 (Jud) - Limitations on a Drivers®" License

Sectional Analysis

Section 1. AS 28.15.201(d)

Requires that, in addition to other criteria for granting limited license privileges, the
cost of an alcoholism education and rehabilitation treatment program must be paid for prior to
receiving a limited license.

Section 2: AS 28.15.201(e)

Clarifies that limited licenses may be granted for convictions occurring before 1/1/91.

Section 3: AS 28.15.201 (g)
Sets out the allowable limited license periods for which a person may qualify:*

2nd conviction: Last 60 days (1 year minimum revocation)
3rd conviction: (a) Last 7 years for convictions occurring before 1/1/91
(10 year minimum revocation)
(b) Last 2 years for convictions occurring after 1/1/91
(5 year minimum revocation)

4th conviction: Last 5 years (10 year minimum revocation)
5th conviction: Last 5 years (10 year minimum revocation)
6th conviction: Last 5 years (10 year minimum revocation)
7th conviction: No limited license available

‘Current law establishes the minimum mandatory revocation periods. The court may impose
longer revocation periods.

AS 28.15.201 (h)
Clarifies that, if a person is eligible for more than one period of limited license privileges,
those periods shall be combined. The limited license period shall begin after the completion of

any license revocation period for which a limited license is not allowed, and after completion of
the adjusted minimum revocation periods for each offense for which a limited license is allowed.

AS 28.15.201 (1)

Establishes a limited license application period during the last 180 days of the combined,
adjusted minimum revocation periods.

Section 4: AS 28.15.271 (b)
Establishes an application fee of $100 for persons applying for limited licenses.
Section 5: Section 36, ch. 119, SLA 1990

Clarifies that limited license provisions apply to offenses committed before, on, or after
December 31, 1990.



Section  6: Clarifies that the act applies to offenses committed before, on, or after the
effective date of the act.

Section  7: Makes this act retroactive to January 1,1991.

Section  8: This act takes takes effect immediately.



N"laska dourt Rustem

JStatc of “laalm
OFFICE OF ADMINISTRATIVE DIRECTOR

303 K Strest
Andhorage, Alaska 99501

(907) 264-8237

February 20, 1992

Representative Fran Ulmer
Rm 421, Capitol

PO Box V

Juneau, AK 99811

Dear Representative Ulmer;

I have reviewed the 2/17/92 version of HB 513. It appears that
the primary effect of sections 2-4 of this bill will be to
clarify existing law and resolve ambiguities which currently make
it difficult to calculate limited license eligibility for third
offenders, to determine whether Jlimited license eligibility
periods are cumulative, and to reconcile the applicability
provision of the 1990 law with the intent of AS 28.15.201.

While sections 2-4 of the bill do not change existing law and are
not expected to have a direct fiscal impact on the operations of
the court system, those sections should make it easier for judges
and magistrates to make appropriate determinations regarding
limited licenses. For that reason the court system supports
those sections of the bill.

We take no position on section 1, which adds to existing law the
requirement that any required alcoholism education and
rehabilitation program must be paid for before a limited license
can be issued. This section is also expected to have no fiscal
impact on the court system.
Thank you for your efforts.

fiycerely

ranna Stewart
Magistrate Services

cc: Arthur H. Snowden, 11



February 10, 1992

The Honorable Fran Ulrner

State House of Representatives}
Capitol Building

Juneau, AK 9S801

Attn: Dianne Bergstrom

HF: Legislation to clarify intent of HB53, passed iast session
The Substance Abuse Directors Association, at their February 5,
1992 meeting, passed a resolution asking that you consider adding
the following stipulation to reinstatement of driving privileges to
DU I offenders who are mandated into chemical dependency

treatment/education:

Reinstatement of driving privileges will be
contingent upon successful completion and
payment for mandated treatment services.

If this legislation were passed, the Alcohol Safety Action Progranm,
which currently monitors treatment for DUl offenders for the court
systenm, would monitor successful completion and payment fox*"

services and would report this information to Public Safety for re—
issuance of driver®"s licenses.

The rationale for this concept 1is that it is 1important to 1insure

that offenders accept the consequences of their actions. Payment
for services is part of the consequence of DUI. In addition,
therapy is most effective when clients are paying for service. A

considerable bank of research evidence suggests that treatment
outcomes improve significantly when services of any kind are linked
to cost.

Your sensitivity to chemical dependency issues is appreciated in
the treatment community.

Warmest regards,

Don Dapcevich
Secx"etary
State Substance Abuse Directors Association
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sent BYixerox Telecopier 7U20 ; a- 4-82 ; ; 9074633541- |

FISCAL NOTE

TATE OF S BILL NO.  CSSSHB 536
199§ I_AE(EIS?_A%'I% &&ON
Revision _ . Department Affected: Commerce & Econ. Dev. o
TWe Loans/Business Industrial Development BRU:  Banking. Securities i Corporations
Corps. component
Sponsor: Rep. Davis
Requestor ~ House Finance cohPONmMTrserial no.
EXPENDMIMS/ItBVINUIS: (Thousands of Doflara)
OPfRATItta FY M FY M W 4i PY86 FY 97 FY 9B
PERSONAL 8ERVICES 0. d d 0 0 0
TRAVS, F= 0 d d 0
CONTRACTUAL d 0 0 0 0 0.
SUPPLIES d 0 0 0 0 0
EQUIPMENT % 0 0. 0 0 0
LANd a structures 0 0 8 0 0
ORANTS, CLAIMS 6 0 0 - 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPEfUmNO 0 0 0 0 0 0
w nm r=z 31 Q
JL
PUNDINO: (Thousands of Defiers)
eNBRAL PUND . T" .
EDERAL FiJNDS g 8 0 8 8 8
OTHER
% SOURCE: 8 0 0 S 0 0
......... Q 0 0, 0 0
POEMONK
FULL-TIVE gl @ 8 5 ﬁ 8
TERFdRY T 0
Eetimeta of current year Impact:
ANALYSIS (Attach a separate page « nsoeeeary.)
cDsv
ooyt Willis F. Kirkpatrick, Director . ... .+ Pphoner  465-2521
Diviekrp Banking, Securities A Corporation*r r 7 - Data SI1/92
Approved by ComnVenlonan GlennA. QldS oo
Department of Conwerce 4 Economic Development Data:
Distribution (by preparer): Lag, Bn., LegUstfve Sponsor, Requestor, OMB/DBR, Gov. Leg's. Ofa, and Impacted ~gency(le™),
WFK/KP/dgl 2020D/QS0192a R *

(Rev. 12/01)



FISCAL NOTE

STATE of ALASKA BELL NO. C55SHB 53fi (Bn)

1952 LEGISLATIVE SESSION

Revision Dale: May 5. 1992 Department Affected: Revenue

Title: Business and industrial development Corp.. BRU: Science & Technology
Component: Science & Technology

Sponsor:  Rep. B. Davis

Requestor: Hs Finance Comm Component Serial No.
i 0 0

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES S 48.0 § 48.0 $ 48.0 S 48.0 S 48.0
TRAVEL
CONTRACTUAL $ 20.0 65.0 65.0 65.0 65.0 65.0
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING $ 20.0 $ 113.0 S 113.0 $ 113.0 $ 113.0 $ 1130
CAPITAL
REVENUE FUND SOURCE
GENERAL FUND
FEDERAL FUNDS
OTHER FUND SOURCE - ASTF S 20.0 $ 113.0 5 113.0 $ 113.0 S 113.0 $ 113.0
Unappropriated earnings
TOTAL $ 20.0 $ 113.0 S 113.0 $ 113.0 $ 113.0 $ 113.0
FULL-TIME
PART-TIME 1 1 1 1 1
TEMPORARY

Estimate of current year impact: None

ANALYSIS: The fiscal note assumes design costs in the first year and operating costs in future
years. Capitalization of the BIDCO will require a S5 million appropriation. ASTF estimates
the sum will be available from ASTF unappropriated earnings for FY 93 but not future years.

‘repared by: John Sibert Fhone: "2727337
Division: ASTF ate: Mjw S,
Approved by Commissioner:: - \y d - 'L \

Agency: Revenue

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

Rev 10/7/91 Page 1 of



laska Science & Technology Foundation
— Putting Innovation to Work for Alaska —*

Memorandum

TO: Rod Mcurant, Legislative Ualson ~ S~)
FROM: John W, Slbert, Executive D \rectoL AMft\_A
SUBJECT:  Fiscal Note CSSS HB 536

DATE: May 4, 1992

ASTF was asked to supply costs for the feasibility Tork tor an Alaskan
Specific Bldco design and the ensuing Bidco. ASTf'hJS covplled two
scenarios for dealing with the Din should It pass.

Theyan as follows:
OPTION 1

FY99
Alaska Specific Program Design:
Contractual $20,000

Capitalization of the Bldco:
Unappropriated ASTF Earnings

To capitalize Bldco $sfio0,000
TOTAL ASTF FUNDS: t5J120.000
FYO4
Bldco Administration:
Half time/21A $43,000
Contractual $65,000
TOTAL ASTF FUNDS: $113000
550 WEStTthVGnUG, Suite360,Anchorage, Alaska 99501-3555

Telephone: (907) 272-4333
ax: (907)274-6228
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Page 2
OPTION 2
FY93
S Convactial $20,000
TOTAL ASTFFUNDS: $20,000
FY94
Bldco Administration:
Half time/21A $48,000
Contractual $$5,000
TOTAL ASTF FUNDS: & 1M 22
Apﬁropriate Source of funds
Otherthan ASTT $5,000,000
TOTAL FUNDS: $5.113.000

It Is not anticipated that ASTF will retain $5,000,000 in unappropriated
earnings after FY93.
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CS FOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 536 (FINANCE)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsors): REPRESENTATIVE B.DAVIS

A BILL
FOR AN ACT ENTITLED
"An Act retailing to certain business development corporations.”

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

* Section 1. AS 10 is amended by adding a new chapter to read:
CHAPTER 13. BIDCOS.
ARTICLE 1. PURPOSES AND LICENSING.
Sec. 10.13.010. PURPOSES. The purposes of this chapter are ‘o

(1) promote economic development by encouraging the formation of one or more
BIDCO:; to help meet the financing assistance andmanagement assistanceneeds of businesses
in the state;

(2) establish a system of licensing, regulation, and enforcement to enable a
BIDCO to satisfy the eligibility requirements for participating inprograms that further the
purposes of the BIDCO;

(3) encourage capital sources to invest in and lend money to BIDCOs by
providing for BIDCOs a system of licensing, regulation, and enforcement designed to prevent
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fraud, conflict of interest, and mismanagement, and to promote competent management, accurate
record keeping, and appropriate communication with shareholders;

(@) safeguard the general reputation of BIDCOs in order to increase the
confidence of prospective equity investors in and prospective debt sources for BIDCOs.

Sec. 10.13020. QUALIFICATIONS FOR BIDCO LICENSE. The department shall issue
a license to operate as a BIDCO to a corporation that is incorporated under AS 10.06, or that has
been issued a certificate of authority under AS 10.06 to transact business in the state, and that
submits an application to the department, if the department determines that

(1) the applicant has the net worth required under AS 10.13.040;

(2) the directors, officers, and controlling persons of the applicant satisfy the
criteria under AS 10.13.050;

(3 1tis reasonable to believe that the corporation will comply withthis chapter;

(4) the applicant has a reasonable promise of being a viable,ongoing BEDCO,
satisfying the basic objectives of the corporation’s business plans, and achieving long-term
financial success.

Sec. 10.13.030. APPLICATION PROCEDURE. When applying for a license, an
applicant shall provide the information required by the department in the form required by the
department. The information must include information on the directors, officers, and controlling
persons of the applicant, the applicant’s business plan, including at least 10 years of detailed
financial projections and other relevant information, and additional information considered
relevant by the department

Sec. 10.13040. REQUISITE NET WORTH, (3 In order to receive a license, an
applicant must demonstrate to the satisfaction of the department that the applicant has raised
sufficient capital so that

(1) the net worth of the BIDCO is expected to be adequate, in the context of its
business plan, to support the BIDCO’s management team and to achieve an appropriate spreading
of the risk involved in the BIDCQ’s provisions of financing assistance; and

(2) the BIDCO has a reasonable promise of being a viable, ongoing BIDCO,
satisfying the basic objectives of its business plan and achieving long-term financial success.

() Unless the BIDCO receives a loan under AS 37.17.200 - 37.17.390, the departm

may not establish a minimum net worth for a BIDCO under this section of less than $1,500,000.
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|f the BEDCO, as part of its initial capitalization, receives a loan under AS 37.17.200 -37.17.390,
the minimum net worth of the BIDCO may be $500,000, excluding organizeon costs paid for
or owed by the BIDCO.

Sec. 1013050. CRITERIA FOR DIRECTORS, OFFICERS, AND CONTROLLING
PERSONS, (@) A license may only be issued if the department determines that each director,
officer, and controlling person of the applicant is

(1) of good character and sound financial standing;

(2) competent to perform the director’s or officer’s functions for the applicant;
and

(3) when considered collectively with the other directors, officers, and controlling
persons, adequate to manage the business of the applicant as a BIDCO.

() The department may determine that a director, officer, or controlling person of
applicant is not of good character. Bases the department may use to make that determination
include proof that the director, officer, or controlling person, or a director or officer of a
controlling person has

(1) had an administrative sanction imposed under 31 U.S.C.3801 -3812 (Program
Fraud Civil Remedies Act of 1986) for an offense under 15U.S.C. 645; or

() been convicted of a crime involving fraud or dishonesty, including a
conviction for an offense under 15U.S.C. 645; in this paragraph, "conviction" includes a
conviction based on a quilty plea or plea of nolo contendere.

Sec. 10.13.060. DETERMINATION OF FUTURE NONCOMPLIANCE. The department
may determine that it IS not reasonable to believe that an applicant would comply with this
chapter if licensed. Bases the department may use to make that determination include proof that
the applicant has been convicted of a crime involving fraud or dishonesty, including a conviction
based on a quilty plea or plea of nolo contendere.

Sec. 10.13.070. DENIAL OF APPLICATION. If the department denies a license the
department shall provide the applicant with a written statement explaining the reasons for the
denial.

Sec. 10.13080. DISPLAY OF LICENSE. A licensee shall post the license in a
conspicuous place in the licensee’s principal office.

Sec. 10.13.090. TRANSFER OR ASSIGNMENT OF LICENSE PROHIBITED. A
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licensee may not transfer or assign its license.

Sec. 10.13.100. SURRENDER OF LICENSE, (8 Upon approval by a two-thirds vote
of its hoard of directors and after complying with () and () of this section, a licensee may apply
to the departmentI to have the department accept the surrender of the licensee’s license. If the
department determines that the requirements of this section have been satisfied, the department
shall approve the application unless the department determines that the purpose of the application
IS to evade a current or prospective action by the department under AS 10.13.700 - 10.13.830.

(b) Not less than 60 days before filing an application under (3) of this section, a licensee
shall notify all of its shareholders and creditors of its intention to file the application. Each
creditor shall be notified of the right to comment to the department. Each shareholder shall be
notified of the right to file with the licensee an objection to the proposed surrender of the license
within the 60-day period and shall be advised that, i the shareholder files an objection, the
shareholder may also send a copy of the objection to the department

() If shareholders representing 20 percent of the outstanding voting securities of the
licensee file an objection with the licensee, the licensee may not proceed with the application
unless the application is approved by a vote of shareholders representing two-thirds of the
outstanding voting securities of the licensee.

ARTICLE 2. CORPORATE MATTERS.

Sec. 1013120, CORPORATE NAME, (3) The corporate name of a licensee must
include the word "BIDCO" or "Bidco." A licensee may not transact business under a name other
than its corporate name.

(b) Before being issued a license, a corporation that proposes to apply for a license or
that applies for a license may perform, under a name that indicates that the corporation is a
corporation licensed under this chapter, the acts necessary to apply for and obtain a license and
otherwise prepare to begin business as a licensee. The corporation may not represent that it is
a licensee until after the license has been obtained.

Sec. 10.13.130. BOARD OF DIRECTORS, (@) The hoard of directors of a licensee
must have at least seven directors.

(0)The board of directors shall hold at least one meeting each calendar quarter.

Sec. 10.13.140.NOTICE OF OFFICER AND DIRECTOR CHANGES. Within 30 days
of each of the following events, the licensee shall notify the department in writing of the event
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and provide any additional information that the department requires:
(1) the death, resignation, or removal of a director or officer;
(2 the election of a director, or
(3 the appointment of an officer.

Sec. 10.13150. DIVIDENDS, @ A licensee may not pay or obligate itself to pay a
cash dividend or dividend in kind to the licensee’s shareholders unless the payment is consistent
with a dividend policy that has been adopted by the licensee and approved by the department.

(b) When approving dividend policies under this section, the department shall consider
the special, characteristics of BIDCOs and the diverse range of dividend policies that are
potentially appropriate for a BIDCO, without allowing the licensee to engage in unsafe or
unsound acts that could threaten the viability of the licensee as an ongoing BIDCO by eroding
its capital base.

(©) The department may at any time withdraw a previous approval of a dividend policy
I the department determines that the withdrawal is necessary to prevent unsafe or unsound acts.

Sec. 10.13160. STOCK BUY-BACK. A licensee may not buy back or obligate itself
to buy back a share of equity interest from a shareholder without the prior approval of the
department.

ARTICLE 3 TRANSACTION OF BUSINESS.

Sec. 10.13.170. OFFICES, (a) A licensee shall maintain at least one office in this state.

(b) A licensee may not maintain an office outside this state.

(©) The location of each office of a licensee must be reasonably accessible to the public.

(@ A licensee shall post in a conspicuous place at each of the licensee’s offices a sign
that bears the corporate name of the licensee.

(®) If alicensee establishes, relocates, or closes an office, the licensee shall give the
department written notice within 30 days of the event

Sec. 10.13180. BUSINESS OF LICENSEE. A licensee may not engage in a business
other than providing financing assistance and management assistance to businesses.

Sec. 1013190. GENERAL POWERS. In addition to the other powers given by this
chapter and the powers conferred on the licensee by the laws under which it is incorporated that
are not inconsistent with this chapter, a licensee may

() borrow money and otherwise incur indebtedness for the licensee’s purposes,
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including the issuing of corporate bonds, debentures, notes, and other evidence of indebtedness;
a licensee’s indebtedness may be secured or unsecured, and may involve equity features,
Including provisions for conversion to stock and warrants to purchase stock;

(2) make contracts;

(3 incur and pay necessary and incidental operating expenses;

(4) purchase, receive, hold, lease, acquire, sell, convey, mortgage, pledge, or
otherwise acquire or dispose of real or personal property, and the rights and privileges that are
incidental and appurtenant to the transactions, if the real or personal property is for the licensee’s
use in operating the licensee’s business or if the real or personal property is acquired by the
licensee from time to time in satisfaction of debts or the enforcement of obligations;

(5) make donations for charitable, educational, research, or similar purposes;

(6) provide financing assistance and management assistance to businesses and
establish the terms and conditions of the assistance;

(7) implement a reasonable and prudent policy for conserving and investing the
licensee’s money hefore the money is used to provide financing assistance to businesses or to pay
the expenses of the licensee;

(8) exercise the incidental powers that are necessary, convenient, or reasonably
related to providing financing assistance and management assistance to busingsses.

Sec. 10.13200. FINANCING ASSISTANCE FORM, TERMS, AND CONDITIONS. A
licensee may determine the form, terms, and conditions for the financing assistance that it will
provide.

Sec. 10.13210. FINANCING ASSISTANCE ALLOWED. The financing assistance that
a licensee may provide includes

(1) loans;

(2) purchase of debt instruments;

(3 straight equity investments including the purchase of common stock or
preferred stock;

(4) debt with equity features including warrants to purchase stock, convertible
debentures, or receipt of a percent of net income or sales;

() royalty-hased financing;

(6) debt guarantees;
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(7) property leasing.

Sec. 10.13.220. PARTICIPATION IN GOVERNMENTAL PROGRAMS, (a) A licensee
may participate in a federal, state, or local government program for which the licensee is eligible
and that has as the program’s function the provision or facilitation of financing assistance or
management assistance to businesses.

() If a licensee participates in a program referred to in (3) of this section, the license
shall comply with the requirements of the program.

Sec. 1013230. SCOPE OF MANAGEMENT ASSISTANCE. When providing
management assistance, a licensee may provide management advice, management Services,
technical advice, and technical services.

Sec. 10.13.240. LIMITATION TO PURPOSES OF BUSINESS. Financing assistance
and management assistance provided by a licensee to a husiness may only be for the business
purposes of the business.

Sec. 10.13250. CONTROL OF OTHER BUSINESSES. A licensee may not hold control
of another business, except as provided under AS 1013260 - 10.13280. In this section,
"licensee™ includes the licensee in concert with a director, officer, controlling person, or affiliate
of the licensee.

Sec. 10.13260. CONTROL OF ASSISTED BUSINESS, (3 A licensee that has
provided financing assistance to a husiness may acquire and hold control of the business to the
extent it becomes necessary to protect the licensee’s interest as a creditor of, or investor in, the
business.

(b) Unless the department approves a longer period, a licensee holding control of a
business under this section shall divest itself of the control as soon as practicable, or within five
years after acquiring the interest, whichever is sooner.

() Within 30 days after a licensee exercises its authority to acquire and hold control of
a business under this section, the licensee shah notify the department of the action. The
notification must include the reasons why it is necessary for the licensee to acquire and hold
control of the husiness and the length of time the licensee anticipates that it may be necessary
to hold control of the business.

Sec. 10.n.270. CONTROL OF BUSINESS PROVIDING FINANCING ASSISTANCE
AND MANAGEMENT ASSISTANCE. With the approval of the department, a licensee may
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acquire and hold control of another business that is engaged only in the business of providing
financing assistance and management assistance to businesses.

Sec. 10.13280. CONTROL OF OTHER BUSINESSES, (3) With the approval of the
department, a licensee may acquire and hold control of a business not otherwise allowed under
AS 10.13.250 - 10.13.210.

(b) The department may not approve an application under () of this section unless the
department determines that ”

(1) the acquisition and control will not cause the amount of the licensee’s
investments in businesses covered by this section to exceed 15 percent of the assets of the
licensee; and

() in the department’s judgment the approval will promote the purposes of this
chapter.

(©) An approval under (3) of this section may not be for a period of more than three
years, unless the department determines that a longer period Is necessary and consistent with the
purposes of this chapter.

Sec. 1013285 "HOLD CONTROL" DEFINED. In AS 10.13.250 - 10.13.280, "hold
control" means to directly or indirectly own, of record or beneficially, 50 percent or more of a
business’s outstanding voting equity interests.

Sec. 10.13290. BUSINESS PRACTICE STANDARD, () A licensee shall transact its
business in a safe and sound manner and shall maintain itself in a safe and sound condition.

(b) In determining whether a licensee is transacting business in a safe and sound manner,
the department may not consider the risk of providing financing assistance to a husiness, unless
the department determines that the risk s great enough to demonstrate gross mismanagement
when compared with the return that can be realistically expected.

() Notwithstanding the other provisions of this section, the department may

(1) if the amount of the financing assistance is unduly large in relation to the total
assets or the total shareholder equity of the licensee, determine that a licensee’s financing
assistance to a single business or group of affiliated businesses violates (a) of this section or
constitutes an unsafe or unsound act;

() require that a licensee maintain a reserve in the amount of anticipated losses;

(3 require that a licensee have in effect a written financing assistance policy
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approved by the licensee’s board of directors, including credit evaluation and other matters; the
department may not require that a licensee adopt a financing assistance policy that contains
standards that prevent the licensee from exercising needed flexibility in evaluating and structuring
financing assistance to businesses on an individual bais.

Sec. 10.13.300. DISCLOSURE OF POTENTIAL CONFLICT OF INTEREST. A person
shall disclose a potential conflict of interest that occurs in a transaction in the financing
documents of the transaction or, if the transaction does not involve financing assistance, in
another appropriate dircument, if the person

(1) participates in a decision of a licensee relating to the transaction; and
(2 knows of a potential conflict of interest involving the transaction.

Sec. 1013310, TERMS WHERE POTENTIAL CONFLICT OF INTEREST IS
INVOLVED. If a licensee provides financing assistance to a business or engages in another
business transaction, and if the assistance or transaction involves a potential conflict of interest,
the terms and conditions under which the licensee provides the assistance or engages in the
transaction may not be less favorable to the licensee than the terms and conditions that would
be required by the licensee in the ordinary course of business if the assistance or transaction did
not involve a potential conflict of interest.

Sec. 1013320. POTENTIAL CONFLICTS OF INTEREST DEFINED, (@) In
AS 10.13.300 -10.13.310, licensee transactions that involve a potential conflict of interest include

(1) providing financing assistance to a principal shareholder of the licensee, to a
person controlled by a principal shareholder of the licensee, or to a director, officer, partner,
relative, controlling person, or affiliate of a principal shareholder of the licensee;

@) providing financing assistance to a business to which one ormore ofthe
following provides or plans to provide contemporaneous financing assistance:

(A) aprincipal shareholder of the licensee;
(B) adirector, officer, partner, relative, controlling person, oraffiliate of

a principal shareholder of a licensee;

(C) an affiliate of a principal shareholder of a licensee; or
(D) aperson controlled by a principal shareholder of the licensee;

(3 providing financing assistance to a business that has or is expected to have

a substantial business relationship with another business that has a director, officer, or controlling
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person who I also
(A) a director, officer, or controlling person of the licensee; or

(B) the spouse of a director, officer, or controlling person of the licensee;
(@) providing financing assistance to a business If the business, or a director,
officer, or controlling person of the husiness contemporaneously has lent or will lend money to
an associate of the licensee;
(5 providing financing assistance for the purchase of property of an associate or
principal shareholder of the licensee;
(©) selling or otherwise transferring an asset of the licensee to an associate or
principal shareholder of the licensee.

() In this section, "relative" means a parent, child, sibling, spouse, grandparent,

grandchild, nephew, niece, aunt, or uncle, or a relative of the same degree through marriage.
ARTICLE 4. MERGERS AND ACQUISITIONS.

Sec. 10.13400. ACQUIRING CONTROL OF A LICENSEE. A person may not acquire
control of a licensee without the prior approval of the department.

Sec. 10.13410. APPLICATION TO ACQUIRE CONTROL, (@) The department shall
approve an application to acquire control of a licensee under AS 10.13.400 if the department
determines that

(1) the applicant and the directors and officers of the applicant are of good
character and sound financial standing;

(it s reasonable to believe that the applicant will comply with this chapter; and

(3) the plans, if any, of the applicant to make a major change in the husiness,
corporate structure, or management of the licensee are not detrimental to the safety and soundness
of the licensee.

(b) If, after notice and a hearing, the department determines that the criteria for approval
in (@) of this section have not been satisfied, the department shall deny the application.

Sec. 10.13420. DETERMINATIONS, (8 When the department is reviewing an
application under AS 1013410, the department may determine that an

(1) applicant or a director or officer of an applicant is not of good character if the
person has been convicted of a crime involving fraud or dishonesty, including a conviction based
on a quilty plea or plea of nolo contendere;
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(2 applicant’s plan to make a major change in the management of a licensee is
detrimental to the safety and soundness of the licensee if the plan provides for a person to
become a director or officer of the licensee and the person has been convicted of a crime
involving fraud, or dishonesty, including a conviction based on a quilty plea or plea of nolo
contendere.

(b) The conditions described in (a) of this section are not the only conditions upon which
the department may determine that an applicant or a director or an officer of an applicant is not
of good character or that an applicant’s plan to make a major change in the management of a
licensee is detrimental to the safety and soundness of the licensee.

Sec. 10.13430. MERGER. A licensee may not merge with another corporation unless
the merger is approved by the department, and, if the licensee is not the surviving corporation,
the surviving corporation is a licensee.

Sec. 10.13440. PURCHASE. A licensee may not purchase all or substantially all of the
business of another person unless the purchase is approved by the department.

Sec. 10.13450. SALE. A licensee may not sell all or substantially all of the licensee’s
business or of the business of an office of the licensee to another person unless the purchaser is
a licensee and the sale is approved by the department

Sec. 10.13460. DEPARTMENT APPROVAL. The department may not approve a
merger, purchase, or sale under AS 10.13430 - 10.13.450 unless the department determines that

(1) the merger, purchase, or sale will be safe and sound with respect to the
acquiring licensee;

(2) upon consummation of the merger, purchase, or sale, it is reasonable to
believe that the acquiring licensee will comply with this chapter;

(3 the merger, purchase, or sale will not have a major detrimental effect on
competition in the providing of financial assistance or management assistance to businesses, or,
I there will be a detrimental effect, the merger, purchase, or sale is necessary in the interests of
the safety and soundness of a party to the merger, purchase, or sale, or is otherwise, on balance,
in the public interest.

ARTICLE 5. REGULATION, REPORTING, AND EXAMINATION.

Sec. 10.13.470. ADMINISTRATION. The department shall administer this chapter. The

department may issue orders and may adopt regulations that, in the opinion of the department,
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are necessary to execute, enforce, and achieve the purposes of this chapter. Adoption of
requlations under this chapter is subject to the AS 44.62 (Administrative Procedure Act).

Sec. 10.13480. CONDITIONS OF ORDER OR LICENSE. When the department issues
an order or licensg under this chapter, the department may impose conditions that the department
determines are necessary to carry out the purposes of this chapter.

Sec. 10.13490. DECLARATORY RULINGS.  The department may provide to an
interested person a declaratory ruling on a provision of this chapter.

Sec. 10.13.500. JUDICIAL REVIEW. A final order, decision, license, or other official
act of the department under this chapter is subject to judicial review by the superior court under
the applicable rules of court

Sec. 10.13510. INVESTIGATIONS. ‘The department may make public or private
investigations inside or outside the state that the department considers necessary to determine
whether to approve an application for a license, to determine whether a person has violated or
IS about to violate this chapter, to aid in the enforcement of this chapter, or to aid in issuing an
order or adopting a regulation under this chapter.

Sec. 10.13520. INVESTIGATIVE POWERS.  For the purposes of an investigation,
examination, or other proceeding undr? this chapter, the department may administer oaths and
affirmations, subpoena witnesses, compel the attendance of witnesses, take evidence, and require
the production of hooks, papers, correspondence, memoranda, agreements, and other documents
or records that the department considers relevant or material to the proceeding.

Sec. 10.13530. FAILURE TO COMPLY. If a person fails to comply with a subpoena
issued by the department under this chapter or to testify with respect to a matter covered by this
chapter, the superior court may issue an order requiring the attendance of the person and the
giving of testimony or production of evidence.

Sec. 10.13540. SERVICE OF PROCESS. If the department isauthorized to make
service of process m connection with a noncriminal administrative proceeding under this chapter,
the department may make the service by registered or certified mail.

Sec. 10.13550. FEES. A person shall pay the department

(1) $2,500 for filing an application for a license;
(2) $1,250 for filing an application for approval to acquire control of a licensee;
(3) $1,250 for filing an application for approval for a merger, purchase, or sale
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under AS 10.13430 - 10.13460; if two or more applications relating to the same merger,
purchase, or sale are filed, the fee for filing each application is the figure resulting from dividing
$1,250 by the number of the applications;

(4 $2,500 each calendar year at the time established by the department, if the
person is a licenseg;

(5 a fee established by the department for the examination of a licensee or a
subsidiary of a licensee; the fee shall be paid within 30 days after receiving a statement from the
department; a fee established under this paragraph must include

(A) the proportionate part of the salaries and cost of employee benefits of
the examiners while conducting the examination and while preparing the examination
report; and

(B) the transportation costs and per diem costs of each examiner while
away from the examiner’s duty station.

Sec. 10.13560. FEE PAYMENT AND REFUNDS. A fee for filing an application with
the department shall be paid at the time the application is filed with the department and is not
refundable.

Sec. 10.13570. RECORD AND REPORT REQUIREMENTS, (a) A licensee shall make
and keep books, accounts, and other records in the form and manner, at the place, and for the
period of time that the department establishes.

(b) A licensee, affiliate of a licensee, and a subsidiary of a licensee shall file with the
department the reports that the department requires. A report must be in the form and contain
the information that the department requires.

() The department may require by order that a licensee include an asset on the licensee’s
books and records at a valuation that represents the current value of the asset

(d) Not later than 90 days after the close of the calendar year, or a longer period if
established by the department a licensee shall file with the department an audit report containing

(1) financial statements, including a halance sheet, statement of income or loss,
statement of changes In capital accounts, and statement of changes in financial position for, or
as of the end of, the calendar year, prepared with an audit by an independent certified public
accountant in accordance with generally accepted accounting principles;

Q) areport, certificate, or opinion of the independent certified public accountant
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who performs the audit, stating that the financial statements were prepared in accordance with
generally accepted accounting principles; and

(3 other information that the department may require.

Sec. 1013580 RECORDS AND REPORTS KEPT BY OTHERS, (g) Ifa person other
than a licensee makes or keeps all or part of the books, accounts, or other records of the licensee,
this chapter applies to the person with respect to the books, accounts, and other records to the
same extent as if the person were the licensee.

() If aperson other than an affiliate or subsidiary of a licensee makes or keeps all or
part of the books, accounts, or other records of the affiliate or subsidiary, this chapter applies to
the person with respect to the hooks, accounts, and other records to the same extent as if the
person were the affiliate or subsidiary.

() If the department considers it expedient, the department may require a licensee to
obtain the approval of the department before permitting another person to make or keep all or
part of the books, accounts, or other records of the licensee.

Sec. 10.13590. INFORMATION ON ECONOMIC DEVELOPMENT EFFECT. Each
year the department shall publish and provide to the legislature information on the effect of this
chapter on promoting economic development in the state. The information musit include
aggregate statistics on

(1) the number and dollar amount of the financing assistance made by licensees
to businesses;

(2) the number and dollar amount of the financing assistance made by licensees
to businesses; the amounts shall be organized into broad categories hased on the types of industry
Involved; the standard industrial classification manual may be used for the categories;

(3) the number and dollar amount of the financing assistance made by licensees
to minority-owned businesses and to businesses owned by women; and

(4) estimates of the number of jobs created or retained.

Sec. 10.13600. EXAMINATION OF LICENSEES AND SUBSIDIARIES, (3) The
department may at auy time examine a licensee or a subsidiary of a licensee. Licensure under
this chapter constitutes implied consent to examination by the department

(b) The department shall examine a licensee at least once during each calendar year.

() At the department’s request the following persons shall provide to the department the

CSSSHB 536(FIN) -14-

Neu TeXt Underlined [DELETED TEXT BRACKETED]



books, accounts, and records of a licensee or a licensee’s subsidiary and shall otherwise facilitate
the department’s examination of the licensee to the fullest extent possible:

(1) a director, officer, or employee of a licensee being examined by the
department;

(5 a director, officer, or employee of a subsidiary of a licensee being examined
by the department;

(3) aperson having custody of the books, accounts, or records of a licensee being
examined by the department;

(4) aperson having custody of the books, accounts, or records of a subsidiary of
a licensee being examined by the department.

() The department may retain a certified public accountant, attorney, appraiser, or oth
person to assist the department in the examination of a licensee or a subsidiary of a licensee if
the department determines that the assistance is necessary. Within 10 days after receipt of a
statement from the department, the licensee being examined shall pay the fees of a person
retained by die department under this subsection.

ARTICLE 6. PROHIBITED ACTTVmES.

Sec. 10.13610. MISREPRESENTATION, (@) Except as otherwise provided in
AS 10.13.120, a person transacting business in the state who is not a licensee may not knowingly
use a name or title that indicates that the person is a BIDCO or otherwise represent that the
person is a BIDCO or a licensee.

(b) A licensee may not knowingly misrepresent the meaning or effect of its license.

Sec. 10.13620. INSPECTION OR COPYING REFUSAL. A person having custody of
all or part of the books, accounts, or other records of a licensee may not knowingly refuse to
allow the department, upon request, to inspect or make copies of the records.

Sec. 1013630 FINANCING ASSISTANCE TO ASSOCIATES OF LICENSEE. A
licensee may not direcdy or indirectly provide financing assistance to an associate of the licensee.

Sec. 10.13640. FINANCING ASSISTANCE TO DISCHARGE OBLIGATION TO
ASSOCIATE OF LICENSEE. A licensee may not directly or indirectly provide financing
assistance to discharge, or to free money for use in discharging, pan or all of an obligation to
an associate of the licensee. This section does not apply to a transaction of an associate of a
licensee in the normal course of the associate’s business involving a line of credit or financing
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assistance with a term of not more than five years.

Sec. 10.13650. CONTEMPORANEOUS FINANCING ASSISTANCE, (3) Ifthetenns
on which a licensee provides financing assistance to a business are less favorable to the licensee
than the terms on which an associate of the licensee provides financing assistance to the business,
the licensee maf not directly or indirectly provide the assistance to the business within one year
before or after the associate provides assistance.

(b) If the financing assistance provided by the licensee’s associate is of a different kind
from the financing assistance provided by the licensee, the burden is on the licensee to prove that
the terms on which the licensee provided the financing assistance were at least as favorable to
the licensee as the terms on which the associate provided the assistance.

() This section does not apply

(1) if the associate is a controlling person of the licensee and is also the only
shareholder of the licenseg;

(2) 1f the associate is a subsidiary of the licensee;

(3 to a transaction of an associate of a licensee in the normal course of the
associate’s business involving either a line of credit or financing assistance with a term of not
more than five years.

Sec. 10.13.660. COMPENSATION OF ASSOCIATE, (3) An associate of a licensee
may not directly or indirectly receive from a person to whom the licensee provides financing
assistance

(1) compensation in connection with the providing of the financing assistance; or

(2) other things of value for procuring, influencing, or attempting to procure or
influence the licensee’s action with respect to providing the financing assistance.

(b) This section does not apply to the receipt of fees by an associate of a licensee for
bona fide services performed by the associate if

(1) the associate, with the consent and knowledge of the person to whom the
financing assistance is provided, is designated by the licensee to perform the services;

(2) the services are appropriate and necessary under the circumstances;

(3 the fees for the services are approved as reasonable by the licensee; and

(4) the fees for the services are collected by the licensee, and the licensee pays

the associate.
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Sec. 10.13670. EXEMPTIONS, (3) If the department finds that the exemption ir in the
public interest and that the regulation of the person or transaction is not necessary for the
purposes of this chapter, the department may exempt a person or transaction from AS 10.13.630 -
10.13660' for thle purposes of a particular transaction.

() The exemption may be unconditional or upon specified terms and conditions and f
specified periods.

ARTICLE 7. ENFORCEMENT.

See. 10.13.700. INJUNCTION AND ENFORCED COMPLIANCE. If, in the opinion
of the department, a person has violated this chapter, or if there is reasonable cause to believe
that a person is about to violate this chapter, the department may bring an action in superior court
to enjoin the violation or to enforce compliance with this chapter. Upon a proper showing, a
restraining order, preliminary or permanent injunction, or writ of mandamus shall be granted, and
a receiver or a conservator may be appointed for the defendant or the defendant’s assets.

Sec. 10.13.710. CEASE AND DESIST ORDERS FOR UNLICENSED PERSONS. If
the department finds that a person has violated or that there is reasonable cause to believe that
the person is about to violate AS 10.13.120(h) or 10.13.610(a), the department may order the
person to cease and desist from the violation unless and until the person is issued a license under
this chapter.

Sec. 10.13.720. CEASE AND DESIST ORDERS FOR VIOLATIONS BY LICENSEES.
After notice and a hearing, if the department determines that a licensee or a subject person of a
licensee has violated or is violating, or that there is reasonable cause to believe that the licensee
or subject person is about to violate this chapter, the department may order the licensee or subject
person to cease and desist from the action. The order may require the licensee or subject person
to take affirmative action to correct a condition resulting from the action.

Sec. 10J3.730. CEASE AND DESIST ORDERS FOR UNSAFE AND UNSOUND
ACTS. After notice and a hearing, if the department determines that a licensee or subject person
of a licensee has engaged in or that there is a reasonable cause to believe that the licensee or
subject person is about to engage in an unsafe or unsound act with respect to the business of the
licensee, the department may order the licensee or subject person to cease and desist from the
action. The order may require the licensee or subject person to take affirmative action to correct
a condition resulting from the action.

-17- CSSSHB 536(FIN)
New Text Underlined (DELETED TEXT BRACKETED]



O© 00 N4 O O &~ WO DD -

=S

13
14
15
16
17

19
20
21

23
24
25
26
21
28
29

31

Sec. 10.13740. OTHER CEASE AND DESIST ORDERS. If the department determines
that a factor set out in AS 10.13.720 - 10.13.730 is true with respect to a licensee or subject
person of a licensee and that the action or violation is likely to cause the insolvency or
substantial dissipation of the assets or earnings of the licensee, Is likely to seriously weaken the
condition of the licensee, or is likely to otherwise seriously prejudice the interests of the licensee
before the completion of proceedings conducted under AS 10.13.720 -10.13.730, the department
may order the licensee or subject person to cease and desist from the action or violation. The
order may require the licensee or subject person to take affirmative action to correct a condition
resulting from the action or violation.

Sec. 10.13.750. REMOVAL AND SUSPENSION ORDERS IN CASES OF VIOLATION
OR BREACH OF DUTY, (3) The department may issue an order removing a subject person
of a licensee from office with the licensee and prohibiting the subject person from further
participating in any manner in the conduct of the business of the licensee if the department
determines after notice and a hearing that

(1) the person has violated this chapter or another applicable law, has engaged
in an unsafe or unsound act with respect to the business of the licensee, or has engaged in an act
that constitutes a breach of the person’s fiduciary duty;

(2) the act, violation, or breach of fiduciary duty has caused or is likely to cause
substantial financial loss or other damage to the licensee, has seriously prejudiced or is likely to
seriously prejudice the interest of the licensee, or the person has received financial gain by reason
of the act, violation, or breach of fiduciary duty; and

(3) the act, violation, or breach of fiduciary duty involves dishonesty on the pan
of the person, demonstrates the person’s gross negligence with respect to the business of the
licensee, or demonstrates the person’s wilful disregard for the safety and soundness of the
licensee.

(b) The department may issue an order removing a subject person of the licensee from
office with the licensee and prohibiting the subject person from further participating in any
manner in the conduct of the business of the licensee, except with the prior consent of the
department if, after notice and a hearing, the department determines that, by engaging or
participating in an act with respect to a financial or other business institution that resulted in
substantial financial loss or other damage, the subject person of a licensee demonstrated
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(1) dishonesty or a wilful or continuing disregard for the safety and soundness
of the financial or other business institution; and

(2 unfitness to continue as a subject person of the licensee or to participate in
conducting the business of the licensee.

(C) The department may immediately issue an order suspending a subject person of a
licensee from the person’s office, if any, with the licensee and prohibiting the subject person
from further participating in any manner in the conduct of the business of the licensee except
with the consent of the department, if the department determines that

(1) the factors in (@) or (b) of this section are true with respect to the person; and
@ animmediate order is necessary to protect the interests of the licensee or the
public.

(@ In this section, "office" means, when used with respect to a licensee, the position of
director, officer, or employee of the licensee or of a subsidiary of the licensee.

Sec. 1013760. REMOVAL AND SUSPENSION ORDERS IN CASES OF
INDICTMENT OR CONVICTION, (3) If the department determines that a subject person of
a licensee has been indicted oy a grand jury or has been bound over for trial by a court for a
crime involving dishonesty or breach of trust, and that the continuation of the person as a subject
person of the licensee may threaten the interests of the licensee or may threaten to impair public
confidence in the licensee, the department may issue an order suspending the person from the
person’s office, if any, with the licensee and prohibiting the person from further participating in
any manner in the conduct of the business of the licensee until the person’s charge has been
disposed of.

(b) If the department determines that a subject person or former subject person of a
licensee to whom an order was issued under (3) of this section, or another subject person of a
licensee, has been convicted of a crime involving dishonesty or breach of trust, and that the
continuation or resumption of the person as a subject person of the licensee may threaten the
interests of the licensee, the department may issue an order suspending or removing the person
from the person’s office, if any, with the licensee and prohibiting the person from further
participating in any manner in the conduct of the business of the licensee, except with the prior
consent of the department

() The failure to convict a subject person who is charged with a crime involving
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dishonesty or breach of trust does not prevent the department from issuing an order to the person
under another provision of this chapter.

(d In this section, "office" has the meaning given in AS 10.13.750.

Sec. 10.13770. HEARINGS ON ORDERS, (a) Within 30 days after an order is issued
under AS 10.13.710, 10.13.740, 10.13.750(c), or 10.13.760, the licensee or subject person of a
licensee to whom the order is directed may file with the department an application for a hearing
on the order.

(b) If the department fails to begin a hearing within 15business days after the application
Is filed or within a longer period to which the licensee or subject person consents, the order shall
be considered rescinded.

() After the hearing, the department shall affirm, modify, or rescind the order.

(d) A person to whom an order is issued under this section may apply to the department
to modify or rescind the order. The department may not modify or rescind the order unless the
department determines that it is in the public interest to do so and that it is reasonable to helieve
that the person will comply with this chapter.

(®) The right of a licensee or subject person to whom an order is issued uncer
AS 1013710, 10.13.740, 10.13.750(c), or 10.13.760 to an interlocutory review of the order is
not affected by the failure of the licensee’ or subject person to apply to the department for a
hearing on the order issued under this section.

Sec. 10.13.780. DISCLOSURE TO SHAREHOLDERS. If the department determines
that the results of a department communication or order addressed to the licensee or to a subject

erson of the licensee should e disclosed to the licensee’s shareholders, the department may
require the licensee to make the disclosure in the form and manner determined by the department.

Sec. 10.13790. MEETINGS OF DIRECTORS AND SHAREHOLDERS CALLED BY
DEPARTMENT, (@) If the department considers it expedient, the department may call a
meeting of the board of directors or of the shareholders of a licensee.

(0) The department shall send notification of the time, place, and purpose of the meeting
not less than five days before the meeting to each director, if a directors’ meeting, or to each
shareholder, iIf a shareholders’ meeting, either by personal service or by registered or certified
mail sent to the person’s last known address as shown in the records of the department

() The licensee shall pay the notice and meeting expenses for a meeting of shareholders
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called under (3) of this section.
Sec. 10.13800. ORDERS RESTRICTING ADDITIONAL FINANCING ASSISTANCE,

(@ The department may issue an order directing a licensee to refrain from providing additional
financing asswtance to husinesses if, in the opinion of the department, the order is necessary to
protect the interests of the licensee or the public, and if, after notice and a hearing, the
department determines that

(1) the licensee or a controlling person, subsidiary, or affiliate of the licensee has
violated this chapter or another applicable law;

Q) the licensee is conducting the licensee’s business in an unsafe and unsound
manner,

(3 the licensee is in a condition that makes it unsafe or unsound for the licensee
to transact husiness;

(4) the licensee has ceased to transact business as a BIDCO;

(5 the licensee is insolvent;

(6) the licensee has suspended payment of the licensee’s obligations, has made
an assignment for the benefit of the licensee’s creditors, or has admitted in writing the licensee’s
inability to pay the licensee’s debts as the debts become due;

(7) the licensee has applied for an adjudication of bankruptcy, reorganization,
arrangement, or other relief under a bankruptcy, reorganization, insolvency, or moratorium law,
an involuntary petition in bankruptcy against the person has not been dismissed in 90 days, or
a person has applied for the relief under the law against a licensee and the relief has been granted
or the licensee has by an affirmative act approved of or consented to the action; or

(8 a fact or condition exists that would have heen grounds for denying the
licensee a license if the fact or condition had existed when the licensee applied for the license.

() If the department determines that a factor in (3) of this section is true with respect
to a licensee and that it is necessary for the protection of the interests of the licensee or the
public that the department immediately prevent the licensee from providing additional financing
assistance to husinesses, the department may issue the order without a hearing.

() If the department consents, a licensee that has been the subject of an order under (3)
or (b) of this section may resume providing financing assistance to businesses under the
conditions that the department prescribes.
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) A person to whom an order is issued under (8) or (b) of this section may apply t

the department to modify or rescind the order. The department may not grant the application
unless the department determines that it is in the interest of the public to do so and that it is
reasonable to believe that the person will comply with this chapter.

Sec. 10.13810. TAKING POSSESSION OF LICENSEE, (@) If the department finds
that a factor in AS 10.13.800 is true with respect to a licensee and that it is necessary for the
protection of the interests of the licensee or of the public, the department may take immediate
possession of the property and business of the licensee and appoint a conservator for the licensee.

(b) The department may appoint as conservator one of the employees of the division of
banking, securities, and corporations of the department or another competent and disinterested
person. The division shall be reimbursed out of the assets of the conservatorship for all money
expended by the division in connection with the conservatorship. Upon the approval of the
department, the expenses of the conservatorship paid for by the division shall be paid out of the
assets of the licensee. Payment of the division expenses shall take priority over other payments
from the assets and shall be fully paid before a final distribution is made.

() Under the direction of the department, the conservator shall take possession of the
books, records, and assets of the licensee and shall take other action that is necessary to conserve
the assets of the licensee or to ensure payment of obligations of the licensee pending further
disposition of the licensee’s business.

(d) Atan appropriate time, the department may terminate the conservatorship and permit
the licensee to resume the transaction of the licensee’s business subject to the terms, conditions,
restrictions, and limitations the department prescribes.

Sec. 10.13820. RECEIVERSHIP, (@) The department may apply to the superior court
for the appointment of a receiver for a licenseg, if the department determines that the licensee
should be liquidated because

(1) the licensee is insolvent;

(2) the licensee has suspended payment of the licensee’s obligations, has made
an assignment for the benefit of the licensee’s creditors, or has admitted in writing the licensee’s
inability to pay the licensee’s debts as the debts become due;

(3 the licensee has applied for an adjudication of hankruptcy, reorganization,
arrangement, or other relief under a bankruptcy, reorganization, insolvency, or moratorium law;
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(@) a person has applied for the relief described under (3) of this subsection
against a licensee and the licensee has by an affirmative act approved of or consented to the
action or the relief has been granted; or

(5) the licensee is in a condition that makes it unsafe or unsound for the licensee
to transact husiness.

(b) If areceiver is appointed under (a) of this section, the receiver shall liquidate the
property and business of the licensee.

Sec. 10.13.830. CIVIL PENALTY, (g) If after notice and a hearing the department finds
that a person has violated this chapter, the department may order the person to pay to the
department a civil penalty in the amount the department specifies. The civil penalty may not
exceed $1,000 for each violation, or in the case of a continuing violation, $1,000 for each day
the violation continues.

(b) This section does not apply to an act committed or omitted in good faith in
conformity with an order, regulation, declaratory ruling, or written interpretative opinion of the
department, even if the order, regulation, declaratory ruling, or written interpretative opinion i
|ater amended, rescinded, or repealed, or determined by judicial or other authority to be invalid.

() The provisions of (3) of this section are in addition to, and not alternative to, the
other provisions of this chapter that authorize the department to issue orders or to take other
action on account of a violation of this chapter.

ARTICLE 8 GENERAL PROVISIONS.

Sec. 10.13850. CONSTRUCTION OF CHAPTER This chapter shall be liberally
construed to accomplish its purposes.

Sec. 10.13860. APPLICATION OF ADMINISTRATIVE PROCEDURES ACT TO
PROCEEDINGS. A proceeding under AS 10.13.830 is subject to AS 44.62 (Administrative
Procedure Act). Except as otherwise provided in this chapter, other proceedings and actions
under this chapter are exempt from AS 44.62

Sec. 10.13870. APPEALS. A final order of an administrative proceeding under
AS 10.13.710 - 10.13.760, 10.13.800, 10.13.810, or 10.13.830 may he appealed to the superior
court

Sec. 10.13880. PROVISIONS OF LICENSEE’S INCORPORATION. Except as

otherwise provided in this section, the provisions of the law under which a licensee is
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incorporated apply to the licensee. If a provision of the licensee’s incorporating law conflicts
with a provision of this chapter, this chapter controls.

Sec. 10.13890. ASSOCIATES, (@ In AS 1013300 - 10.13.320 and 1013630 -
10.13.660, a person who is an associate within six months before or after a licensee provides
financing assistance shall be considered to be an associate as of the date the licensee provides
the assistance.

(b) Ifalicensee, in order to protect the licensee’s interests, designates a person to serve
as a director of, officer of, or in @ management capacity of a business to which the licensee
provides financial assistance, the person may not, on that account, be considered to he an
associate under AS 10.13.300 - 10.13.310 or 10.13.630 - 10.13660. This subsection docs not
apply if the person has, directly or indirectly, another financial interest in the business or if the
person, at any time before the licensee provides the financing assistance, served as a director of,
officer of, or in another capacity in the management of the business for a period of 30 days or
more.

Sec. 10.13.900. OTHER LICENSES. A corporation that is licensed under this chapter
may apply for and be issued a license under another law of the state, federal government, or of
another state in the United States unless the transaction of business by the corporation as a
licensee under the other license would violate this chapter or would be contrary to the purposes
of this chapter.

Sec. 10.13910.  EXEMPTION. A licensee is not subject to the provisions of AS (6.

Sec. 1013920,  AUTHORITY OF DEPARTMENT. The provisions of this chapter
relating to conflicts of interest do not limit the authority of the department to determine that an
act involves a conflict of interest and is therefore an unsafe or unsound act.

Sec. 10.13930. CONFIDENTIALITY, (@) The commissioner, deputies, and other
employees of the department may not disclose information acquired by them in the discharge of
their duties under this chapter except to the extent disclosure of the information is required by
law, other than the public records provisions of AS 09.25.110 -09.25.220, or is required by court
order.

(b) Notwithstanding (@) of this section, the department may disclose information that is

confidential under (@) of this sectionif the department determines that disclosure of the
information is necessary to promote the public interest This subsection does not authorize the
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disclosure of information acquired by the department in the course of an examination of a
licensee.

(€) Notwithstanding (3) of this section, the department may furnish information that is
confidential under (@) of this section to the Alaska Science and Technology Foundation
established under AS 37.17.010 if the information is related to a BIDCO that has received
assistance under AS 37.17.200- 37.17.390 or to a person who is seeking assistance under
AS 37.17.200- 37.17.390.

(d A BIDCO may provide to a current or prospective creditor or shareholder of the
BIDCO a copy of an examination report on the BIDCO made by the department under this
chapter.

Sec. 10.13990. DEFINTnONS. In this chapter,

(1) "affiliate" means, if used with respect to a nonnatural person, aperson who
controls the nonnatural person, who is controlled by the nonnatural person, or who is controlled
by a person who also controls the nonnatural person;

(2) "associate” means, if used with respect to a licensee,

(A) acontrolling person, director, or officer of the licensee;

(B) a director, officer, or partner of a person referred to in (A) of this
paragraph;

(C) a person who controls, is controlled by, or is under common control
with a person referred to in (A) of this paragraph, directly or indirectly through an
intermediary;

(D) a close relative of a person referred to in (A) of this paragraph; in this
subparagraph, “close relative" means a parent, child, sibling, or spouse, or a relative of
the same degree through marriage;

(E) a person of which a person referred to in (A) - (D) of this paragraph
IS a director or officer;

(F) a person in which a person referred to in (A) - (D) of this paragraph,
or a combination of the persons acting in concert, owns or controls, directly or indirectly,
a 20 percent or greater equity interest;

(3 "BIDCO" means a corporation that is licensed under this chapter to provide
financial and management assistance to businesses;
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(4) "business" means a person who transacts or proposes to transact business on
a reqular and continual basis;

(5 "control" means, if used with respect to a specific person, the power to direct
or cause the dlrectlon of, directly or indirectly through an intermediary, the management and
policies of the person through the ownership of voting interests, by contract other than a
commercial contract for goods or nonmanagement services, or by other means; a natural person
IS not considered to control another person solely because the natural person is a director, officer,
or employee of the other person; a person is rebuttably presumed to control a corporation if the
person directly or indirectly owns of record, holds beneficially with power to vote, or holds
proxies with discretionary authority to vote, 20 percent or more of the then outstanding voting
securities issued by a corporation;

(6) "controlling person™ means, if used with respect to a specific person, a person
who controls the specific person, directly or indirectly through an intermediary;

(/) “corporate name" means the name of a corporation in its articles of
Incorporation;

@ “department' means the Department of Commerce and Economic
Development;

9 "insolvent" means not paying debts in the ordinary course of business, not
paying debts as they become due, or liabilities exceeding assets;

(10) "interests of the licensee” includes the interests of the shareholders of the
licensee;

(11) "license" means a license issued under this chapter;

(12) "licensee" means a corporation that is licensed under this chapter,

(13) "officer" means

(A) with respect to a corporation, a person appointed or designated as an
officer of the corporation by or under applicable law or the corporation’s articles of
incorporation or bylaws, or a person who performs with respect to the corporation the
functions usually performed by an officer of a corporation;

(B) with respect to a specific person other than a natural person or a
corporation, a person who performs for the specific person the functions usually
performed by an officer of a corporation for a corporation;
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(14) “order" means an approval, consent, authorization, exemption, denial,
prohibition, or requirement applicable to a specific case and issued by the department, including
a license condition and an agreement made by a person with the department under this chapter;

(15) “person” includes a government and an agency of a government; when used
with respect to acquiring control of or controlling a specific person, "person” includes a
combination of two or more persons acting in concert;

(16) “principal shareholder" means a person who owns, directly or indirectly, of
record or beneficially, securities representing 10 percent or more of the outstanding voting
securities of a corporation;

(17) "subject person" means

(A) a controlling person, subsidiary, or affiliate of a licensee;

(B) a director, officer, or employee of a licensee or of a controlling
person, subsidiary, or affiliate of a licenseg;

(C) another person who participates in the conduct of the business of a
licensee; or

(D) if used with respect to a licensee, a company or business of which the
licensee holds control under AS 10.13.260 - 10.13.280.
Sec. 10.13995. SHORT TITLE. This chapter may be cited asthe AlaskaBIDCO Act

*Sec. 2 AS 37.17 is amended by adding new sections to read:

ARTICLE 2. BIDCO ASSISTANCE PROGRAM.
Sec. 37.17.200. PURPOSES OF BIDCO ASSISTANCEPROGRAM.  The purposes  of
AS 37.17.200 - 37.17.390 include

(1) assisting in the formation and capitalization of one or more BIDCOs that have
a highly qualified management team and a good husiness plan, and that are designed to operate
in a profit-oriented, market-disciplined manner, with excellent prospects for long-term financial
success and viability;

(2) promoting economic development by providing a new source of risk capital
and management assistance for businesses, especially small and medium sized businesses, in
geographic areas throughout the state, including businesses in rural areas and distossed areas,
and including minority owned businesses;

(3 using state resources to attract other capital resources; and
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(@ promoting the successful operation of BIDCOs.

Sec. 37.17.210. BIDCO FUND. The BIDCO fund is established in the Alaska Science
and Technology Foundation. The fund consists of appropriations made to the fund by the
legislature and repayments of loans made under AS 37.17.200 - 37.17.3%0.

Sec. 37.17.220. USE OF MONEY IN BIDCO FUND. From the money in the BIDCO
fund, the foundation may make loans or other financial assistance, as authorized under
AS 37.17.220 -37.17.390, to assist in the formation, capitalization, and operation of corporations
that are licensed under AS 1013

Sec. 37.17.230. BIDCO CAPITALIZATION LOANS. A BIDCO capitalization loan for
the initial capitalization of @ BIDCO shall be made under the terms and conditions that the
foundation determines to be appropriate and that are consistent with AS 37.17.200 - 37.17.390.

Sec. 37.17.240. LOAN COMMITMENT CONDITIONS, (@ When issuing a
commitment to make a BIDCO capitalization loan, the foundation shall make the loan closing
contingent on

(1) the BIDCO receiving a license under AS10.13, which may occur
simultaneously with the loan closing;

(2)the BEDCO satisfying the capitalization requirements of AS 37.17.250; and

(3 other conditions that the foundation may impose.

() The foundation may not issue a loan commitment under this section unless the
foundation determines that the prospective BIDCO satisfies high quality evaluation standards as
determined by the foundation. The evaluation standards must include the following findings:

(D)the loan is likely to substantially promote the purposes of AS 37.17.200 -
37.17.390:;

(2)the BIDCO’s prospective management team is highly qualified to manage the
BIDCO;

(3)the BIDCO’s husiness plan is a good business plan that, together with the
management team, promotes confidence in the prospects for the long-term financial success and
viability of the BIDCO; and

(4)if the foundation issues a loan commitment to the BIDCO, it is probable that
the BEDCO will be able to satisfy the capitalization requirements of AS 37.17.250.

Sec. 37.17.250. INITIAL CAPITALIZATION OF BIDCO. (a) The initial capitalization
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of a BIDCO to which the foundation makes a BIDCO capitalization loan must include

(1) at least $500,000 in equity investment in the BIDCO, in addition to any
organization costs paid for or owed by the BIDCO;

(2 the BIDCO capitalization loan; and

(§) additional capital in an amount required by the foundation and on terms and
conditions acceptable to the foundation; the additional capital may be in the form of debt, grants,
equity investment in addition to the minimum equity investment requirement of $500,000 under
(1) of this subsection, or a combination of debt, grants, and the equity investment.

(b) The minimum equity investment under @)(1) of this section must be fully received
by the BIDCO before or at closing of the BIDCO capitalization loan. The BIDCO capitalization
loan shall be fully disbursed to the BIDCO at closing. The additional capital shall also be fully
dishursed at closing; however, if the foundation is satisfied that there is a firm commitment for
the additional capital on terms acceptable to the foundation, that the source for the additional
capital will deliver on the firm commitment, and that the documents evidencing the additional
capital have been executed and include terms acceptable to the foundation, the additional capital
may he disbursed to the BIDCO on a phased-in basis on terms acceptable to the foundation.

Sec. 37.17.260. SUBORDINATION OF BIDCO CAPITALIZATION LOAN. ABIDCO
capitalization loan may be subordinated to the additional capital required under
AS 37.17.250(3)(3).

Sec. 37.17.270. BEDCO CAPITALIZATION LOAN PAYMENT AND INTEREST, (3)
A BIDCO capitalization lagn must be structured so that the full amount of the principal is due
in a lump sum at the end of the loan term.

(1) Interest on a BEDCO capitalization loan accrues during the loan term and is due

the end of the loan term,

Sec. 37.17.280. BEDCO CAPITALIZATION LOAN CREDITS, (3 A BEDCO
capitalization loan must include a formula that allows the BIDCO to earn credits to reduce the
interest and principal owed on the loan. The formula shall be based on increasing jobs and sales
in some or all of the businesses financed by the BIDCO and on sustaining the increases. To the
extent the foundation determines appropriate, the foundation may also provide credits in situations
where the BEDCO clearly demonstrates to the foundation that jobs would have been lost if the

BIDCO had not provided financing assistance.
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(b) The foundation shall establish procedures and guidelines for the certification by the
foundation of credits earned by a BIDCO under this section, including the circumstances under
which the foundation may deny the credits. Within the guidelines, the specific decisions
regarding the granting or denial of the credits are left to the discretion of the foundation.

Sec. 37.17290. IMPLEMENTATION OF BLDCO CAPITALIZATION LOAN
PROGRAM, (@) The foundation shall implement the program for making BIDCO capitalization
loans under AS 37.17.200 - 37.17.390 in @ manner designed to encourage financing assistance
by BIDCOs to businesses throughout the state. Through the use of one or more formulas
designed under AS 37.17.280, the foundation shall provide special incentives to encourage the
financing of businesses located in distressed areas, including distressed rural areas, and the
financing of minority owned businesses. In this subsection, "minority owned husiness" means
a husiness that is owned, controlled, and operated by an individual who is a member of a
minority and in which more than 50 percent of the net profit or loss attributable to the business
accrues to a member of a minority; in this paragraph, “member of a minority" includes a person
who is black, Hispanic, or Alaska Native.

() When determining under (3) of this section whether an area is distressed or how
distressed an area is, the foundation may use, individually or in combination, factors that may
include unemployment, poverty, lack of access to the state highway system, lack of access to a
marine transportation system, or other factors the foundation determines to be appropriate.

Sec. 37.17.300. TERMS OF BIDCO CAPITALIZATION LOANS. When determining
the amount or range of amount for a BIDCO capitalization loan, the term to maturity of the loan,
the Interest rate for the loan, the additional capital requirements for the loan, and the formula for
earning credits under the loan, the foundation shall consider the following objectives:

¢.j . Itthe BIDCO will have adequate capitalization to support a highly qualified
management team, to implement a business plan that, when combined with the management team,
will promote confidence In the prospects of the BIDCO for long-term financial success and
viability, and to otherwise promote the purposes of AS 37.17.200 - 37.17.390;

(2 that the additional capital requirement is in an amount that encourages the
BIDCO to raise as much capital as feasible from sources other than the BIDCO capitalization
|oan, without unduly hindering the ability of the BIDCO to become operational;

(3 that the formula for earning credits under AS 37.17.280, combined with the
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other terms and conditions of the loan, will be designed so that with a reasonable performance
by the BIDCO, the BIDCO will be able to earn sufficient credits to reduce the amount of
principal and interest owed on the loan to zero by or before the end of the loan term; and

(4) that the formula for eaming credits under AS 37.17.280, combined with the
other terms and conditions of the loan, is sufficiently challenging that the special incentives
provided by the credits allowed under AS 37.17.280 remain in effect for the longest feasible time
during the loan term as is consistent with meeting the other objectives identified in this section.

Sec. 37.17.310. ACCESS TO MEETINGS AND INFORMATION. While a BIDCO loan
IS outstanding and the obligations of the BIDCO to the foundation remain undischarged, the
BIDCO shall allow the foundation to have a representative present at all meetings of the
BIDCO’s hoard of directors and of the BIDCO’s shareholders, to receive all notices and
information sent to the board of directors or the shareholders, to have the same access to
Information about the BIDCO as the directors have and as the shareholders have, and to receive
additional reports or information from the BIDCO that the foundation reasonably requests.

Sec. 37.17.320. BIDCO OPERATION LIMITATION. While a BIDCO loan is
outstanding and the obligations of the BIDCO to the foundation remain undischarged, the BIDCO
may not provide financing assistance to businesses located outside the state. If a business
assisted by the BIDCO has multi-state or multi-national operations, the location of the husiness
IS where the largest economic benefit of the financing assistance transaction made by the BIDCO
to the business is likely to “ccur.

Sec. 37.17.330. SURRENDER OF BIDCO LICENSE. While a BEDCO loan is
outstanding and the obligations of the BIDCO to the foundation are not discharged, the BEDCO
may not surrender its license under AS 10.13 without the written consent of the foundation.

Sec. 37.17.340. CLOSING ASSISTANCE. If determined by the foundation to be
advisable, the foundation may use money in the BIDCO fund to provide assistance to a person
to complete the tasks necessary for the person to achieve a closing on a BEDCO capitalization
loan. The foundation may provide the assistance on the terms and conditions that the foundation
determines appropriate.

Sec. 37.17.350.  CONFIDENTIALITY. In order to promote the purposes of
AS 37.17.200 - 37.17.390, the foundation may establish policies under which it will keep
conficential proprietary information submitted to the foundation by an applicant for a loan or
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1 other financial assistance under AS 37.17.200 - 37.17.390 and by a BIDCO that has received a
2 loan or other financial assistance under AS 37.17.200 - 37.17.3%0. The information that is
3 determined to be confidential under this section is not a publrfc record under AS 09.25.110 -
4 09.25.220.
5 Sec. 37.17.360. SUBSEQUENT LOANS. If the foundation determines that a BIDCO,
6 after receiving a BIDCO capitalization loan, has performed well financially and in promoting the
[ purposes of AS 37.17.200 - 37.17.390, and if more than four years have elapsed since the loan
8 was made, the foundation may make an additional loan to the BIDCO, on the terms and
9 conditions that the foundation considers appropriate.
10 Sec. 37.17.390. DEFINITIONS. In AS 37.17.200 - 37.17.3%0,
11 ()  "additional capital" means the additional capital required under
12 AS 37.17.250()(3);
13 (2 "BIDCO" means a corporation licensed under AS 10.13;
14 (3 "BIDCO capitalization loan" means a loan made under AS 37.17.230 for the
15 initial capitalization of a BIDCO;
16 (4) "BIDCO loan" means a BIDCO capitalization loan or a subsequent loan made
17 under AS 37.17.360;
18 (5 “foundation" means the Alaska Science and Technology Foundation

19 established under AS 37.17.010.
20 Sec. 3. AS 06.05.270(2) is amended to read:

21 @ In addition to loans and acquisitions expressly authorized by this chapter, a state bar
22 may deal in, underwrite, and invest in for its own account

23 (1) direct or guaranteed obligations of the United States, either directly
24 form of securities of, or other interests in, an open-end management type investment company

25 or investment trust registered under 15 U.S.C. 80a- - 80a-64 (Investment Company Act of

26 1940), if

21 (A) the portfolio of the investment company or investment trust is limited

28 to obligations of the United States government and repurchase agreements fully

29 collateralized by the obligations; and

30 (B) the investment company or investment trust takes delivery of the

31 collateral directly or through an authorized custodian;
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(2) general obligations of the State of Alaska and its political subdivisions;

(3) general obligations of a state of the United States or its political subdivisions;

(4) revenue obligations of the State of Alaska or its political subdivisions subject
to the limitation of () of this section;

(5 revenue obligations of a state of the United States or its political subdivisions
subject to the limitation of (b) of this section;

(6) obligations of instrumentalities of the United States government including, but
not limited to Federal Intermediate Credit Banks, Federal LandBanks, theFederal National
Mortgage Association, and Banks for Cooperatives;

(7) commercial paper of prime or equivalent quality as rated by a recognized
national rating service subject to the limitation of (o) of this section;

(8 secured corporate obligations rated within the three highest grades of a
national rating service subject to the limitation of (o) of this section;

(9 obligations of the International Bank for Reconstruction and Development, the
Inter-American Development Bank, or the African Development Bank,subject to thelimitation
of () of this section;

(10) stock in the Federal National Mortgage Association, aFederal Reserve Bank,
or a Federal Horn ' Loan Bank].

(11) the stocks, bonds, and other securities of

(A) a corporation licensed under AS 10.13: or

(B) acorporation attempting to become licensed under AS 10.13 if the
corporation intends to use the proceeds to fulfill thetasks necessary to become
licensed under AS 10.13,

* Sec. 4. AS 06.05.270(b) is amended to read:
(b) A state bank may not underwrite or invest for its own account an amount exceeding

15 percent of its combined capital, surplus and undivided profits in any one issue of securities
authorized in @)(4) and (5) of this section or with any one obligor of the securities authorized
in @)(7), @*[AND] (9). and (11) of this section.
*Sec. 5. AS 06.15.240 is amendled to read:
Sec. 06.15.240. DIVESTMENTS AUTHORIZED.Subject to the  provisions of this
chapter and regulations under this chapter, a mutual bank may invest in
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(1) obligations of the United States and those for which the faith of the United
States is pledged to provide for the payment of the interest and principal, obligations for which
annual contributions to be paid under [PURSUANT TO] contract by the United States
government or any of its instrumentalities in accordance with an Act of Congress entitled the
"Housing Act of 1949," are pledged as security for the payment of the interest and principal, and
obligations of any agency of the United States;
() obligations of any state of the United States and those for which the faith of
any state of the United States is pledged to provide for the payment of the interest and principal;
(3 obligations of a city, village, town, county, department, agency, district,
authority, commission or other public body of any state of the United States, subject to the
exercise of the same degree of care and prucence that persons prompted by self-interest generally
exercise in their own affairs;
(4) any property improvement note issued under the provisions of Title | of the
National Housing Act and any other real property improvement note in a principal amount not
in excess of $15,000, not including interest;
(5 obligations of the Dominion of Canada or provinces of the Dominion of
Car?da payable in United States funds!
(6) the stocks, bonds, and other securities of
(A) a corporation licensed under AS 10.13: or
(B) acorporation attempting to become licensed under AS 10.13 if the
corporation intends to use the proceeds to fulfill the tasks necessary to become
licensed under AS 10.13.

* Sec. 6. AS 06.25.170 is amended to read:

Sec. 06.25.170. PURCHASE AND SALE OF SECURITIES. A trust company may
purchase, invest in and sell stocks, bills of exchange, bonds and mortgages and other securities.
When money or security for money is borrowed or received on deposit, or for investment, the
bonds or obligations of the trust company may be given, but it may not issue bills to circulate
as money. In this section, "stocks, bills of exchange, bonds, mortgages, and other securities
include the stocks, bills of exchange, bonds, mortgages, and other securities of

(1) a corporation licensed under AS 10.13: or
(2) a corporation attempting to become licensed under AS 10.13 if the
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corporation intends to use the proceeds lo fulfill the tasks necessary to become licensed
under AS 10.13,
*Sec. 7. AS 06.30.610 is amended to read:
Sec. 06.30610. INVESTMENTS IN SECURITIES. An association may invest in the
following securities:

(1) obligations of, or guaranteed as to principal and interest by, the United States
or this state without limitation:

Q) stock of a Federal Home Loan Bank of which it is eligible to be a member
and in obligations or consolidated obligations of any Federal Home Loan Bank;

(3 stock or obligations of the Federal Savings and Loan Insurance Corporation;

(4) stock or obligations of a national mortgage association or Its successor;

(5) demand, time, or savings deposits with a bank or trust company whose
deposits are insured by the Federal Deposit Insurance Corporation;

(6) stock or obligations of any corporation or agency of the United States or this
state, or in deposits of the corporation or agency [THEREV/ITH] to the extent that the
corporation or agency assists in furthering or facilitating the association’s purposes or powers;

(7) savings accounts of an association operating under tliis chapter and of a
federal savings and loan association;

(@) evidence of indebtedness that is a general obligation of a city, town, village,
school district, or other municipal or political subdivision of this state;

(9 other stocks, securities* or obligations that the commissioner approves and
places on a published list; an association investing in securities listed by the commissioner is not
required to dispose of the securities if at a later time the commissioner removes the securities
from the listi

(10) the stocks, bonds, and other securities of

(A) a corporation licensed under AS 10.13: or
() acorporation attempting to become licensed under AS 10.13f the
corporation intends to use the proceeds to fulfill the tasks necessary to become
licensed under AS 10.13.
* Sec. 8. AS 06.45.060(7) is amended to read:
(7) invest its funds
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(A) n loans exclusively to members;

(B) in obligations of the United States or securities fully guaranteed as to
principal and interest by the United Stares;

(© in loans to other credit unions in the total amount not exceeding 25
percent of its paid-in and unimpaired capital and suiplus in accordance with regulations
adopted by the commissioner,

(D) in shares or accounts of savings and loan associations or mutual
savings hanks that are insured by the Federal Savings and Loan Insurance Corporation
or the Federal Deposit Insurance Corporation;

(B) in obligations issued by banks for cooperatives, federal land banks,
federal intermediate credit banks, federal home loan hanks, the Federal Home Loan Bank
Board, or a corporation designated in 3L U.S.C. 9101 as a wholly owned federal
government corporation; in obligations, participations, or other instruments of or issued
by or fully guaranteed as to principal and interest by the Federal National Mortgage
Association or the Government National Mortgage Association; in mortgages, obligations,
or other securities that [WHICH] are or have been sold by the Federal Home Loan
Mortgage Corporation under 12 U.S.C. 1454 or 12 U.S.C. 1455 (Federal Home Logit
Mortgage Corporation Act) [SECS. 305 OR 306 OF THE FEDERAL HOME LOAN
MORTGAGE CORPORATION ACT]; or in obligations or other instruments or securities
of the Student Loan Marketing Association;

(F) in participation certificates evidencing beneficial interests in
obligations, or in the right to receive interest and principal collections from obligations,
that [WHICH] hav? heen subjected by one or more federal agencies to a trust or trusts
for which an executive department, agency, or instrumentality of the United States or its
head has been named to act as trustee;

(G) in shares or deposits of a central credit union in which such
investments arc authorized by the board of directors of the credit union making the

Investment;
(H) in shares, share certificates, or share deposits of federally insured

credit unions;
() in the shares, stocks, or obligations of another organization providing
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services that areassociated with the routine operations of credit unions, up to one percent
of the total paid-in andunimpaired capital and surplus of the credit union with the
approval of the commissioner, [AND]
(J) in the capital stock of the National Credit Union Central Liquidity
Facility; ‘and
(K) in the stocks, bonds, and other securities of
(i) a corporation licensed under AS 10.13; or
(i) & corporation attempting to become licensed under
AS 10.13 if the corporation intends to use the proceeds to fulfill the tasks
necessary to become licensed under AS 10.13;
Sec. 9. AS 37.10.085(a) is amended to read:
(@ Except as provided in (C) or (d) of this section, neither the state nor a political
subdivision of the state may
(1) make a subscription to the capital stock of a corporation;
(2) lend its credit for the use of a corporation; or
(3) horrow maney for the use of a corporation.
Sec 10. AS 37.10.085 is amended by adding a new subsection to read:
(d) This section does not apply to '
(1) the financial assistance program established under AS 37.17200 -37.17.3%0;
or
Q) investments of the assets of the public employees’ retirement system
established under AS 39.35 or the teachers’ retirement system established under AS 14.25, to the
extent the investments are made in the stocks, bonds, and other securities of
(A) a corporation licensed under AS 10.13; or
(B) a corporation attempting to become licensed under AS 10.13 if the
corporation intends to use the proceeds to fulfill the tasks necessary to become licensed
under AS 10.13,
Sec 11. AS 37.17.010(b) is amenced to read:
(b) The purposes [PURPOSE] of the foundation are [IS] to
D promote and enhance through basic and applied research:
development and technological innovation in Alaska; public health; telecommunications; and
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