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February 17, 1989

Rep. Dave Donley 
Alaska State Legislature 
3111 C Street 
Anchorage, AK 99503

Re: HB 123

Dear Rep. Donley:

The Alaska Legislature passed the Business Assistance Program 
Statute last year for implementation through the Alaska 
Industrial Development and Export Authority. Even though the 
legislation gave a good framework of a program to deal with, we 
feel that the regulatory process through which the program has 
been implemented created a program which is not being used by 
the banking system for business development. In particular, of 
the indicated items below, the first represents the major 
regulatory curtailment of the program while the remaining 
represent legislative problems. I have attempted to place 
these in order of importance.

1. Under the regulations the payment of the guaranty is made 
based on the principal balance at the time of liquidation 
and does not cover liquidation costs and protective 
advances in handling the defaulted loan. Our 
recommendation would be to change the regulations to cover 
liquidation, carrying costs, and protective advances in the 
handling of collateral. This is universally the case in 
participation loans, other government guaranteed programs, 
and AIDEA's other loan programs. Since AIDEA has the 
ability to approve a liquidation of collateral plan and is 
not required to pay the guaranty until such time as 
liquidation takes place, they could in fact stall the 
liquidation and the sale of the assets for many years, 
which would substantially increase or create prohibitive 
liquidation and protective advance expenses to the banks.
We believe that this regulation in itself has destroyed the 
validity of the program.

2. We believe the guaranty amount should be increased from 70% 
to 90% to be consistent with the AIDEA umbrella loan 
program. For instance, under AIDEA's umbrella loan 
program, AIDEA effectively buys a 90% participation in 
loans rather than a 70% participation in the guaranteed 
loan program. The bond holders are providing the capital 
in the umbrella program as the Alaska banking system would 
under the guarantee program. It seems logical that they be 
consistent in their credit exposure from program to 
program. It should be noted that we understand that AIDEA
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Rep. Dave Donley 
February 17, 1989 
Page Two

is requesting legislation to reduce their participation 
amount to 80% in the umbrella loan program. If that is the 
case, we would think it reasonable to increase the 
guaranteed amount to 80% to be consistent. As a matter of 
fact, the federal SBA program will guarantee 90% of some 
loans with the most common guaranty at 85%.

3. The million dollar cap on the loan should be removed. As 
an example, a fish processing plant may require a loan of 
$2,000,000 and we would like to have the opportunity to 
request a 35% guaranty from AIDEA. It has been our 
experience in larger complex projects requiring long-term 
capital that a variety of participants are brought together 
with different regulations to make a transaction work. We 
really think the limitation on a loan of $1,000,000 was a 
drafting mistake in the legislation.

4. The loan guaranteed amount should be increased to $1,000,000 
as we believe was the intent of the original lawmakers.
The law in its final form limited the amount of the loan to 
$1,000,000 with a 70% guaranty or a $700,000 maximum 
guaranty. As a matter of fact, since the implementation of 
the law the federal Small Eusiness Administration's loan 
guaranty program has increased their guaranty to the amount 
of $750,000 from $500,000. The federal program is 
excellent, but does not work for all borrowers.

In my opinion, these are the major impediments to the AIDEA
Business Assistance Program. Feel free to call upon me for any
questions you may have.

Sincerely,

Jan Sieberts 
Senior Vice President

lkr

cc: Bob Gray
Dick Hall



ALASKA INDUSTRIAL DEVELOPMENT 
AND EXPORT AUTHORITY

1577 “C" STREET • SUITE 304 • ANCHORAGE, ALASKA 99501-5177 • (907) 274-1651

M E M O R A N D U M

TO; The Honorable Members
House Labor & Commerce 
Alaska State Legislature

FROM: Bertram L. Wagnon
Executive Director

DATE; February 21, 1989

SUBJECT: Loan Guaranty Program

At the hearing on House Bill 123 held this Saturday, it was requested 
that draft amendments to the Loan Guaranty Program be prepared for the 
committee's review.

The first change suggested at the hearing was that the percentage of 
allowable guaranty be increased from 70% to 80%. To effect this change, 
following is suggested language. AS 44.88.535(b) is amended to read:

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

The committee should be aware that this was changed from 80% to 70% on 
the floor of the legislature last session.

★  *
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House Labor f* Commerce Committee 
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The second change involves the dollar limit of the guaranty. As
currently written, the guaranty limit is expressed in terms of a loan of 
not more than $1,000,000. It is the Author's opinion that Mr. Sieberts 
of the National Bank of Alaska is correct in that the legislature's 
intent was to limit the guaranty to a maximum of $1 million irrespective 
of the loan size. To accommodate such changes the following language is 
suggested. AS 44.88.545 is amended t,o read:

Sec. 44.88.545. Limitations of Guarantees with respect to 
borrowers. The Authority may not provide a guarantee

(1) [a loan] of more than $1,000,000

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

The net effect of such changes are that the maximum guaranteed 
transaction by the Authority would be $1 million per loan regardless of
the size of the loan and also that no borrower could have more than $1
million of Authority guaranteed indebtedness.

BLW/ss
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A M E N D M E N T  

OFFERED IN THE HOUSE BY LEMAN

TO: HB 123

Page 1, line 21 through line 24:

Delete "to enter into partnership, joint venture, and other agreements 

with other persons with respect to the ownership, operation, or construc­

tion of facilities, and"

Page 2, line 11 through line 12:

Delete " , or through joint venture, partnership, or other agreements 

with,"

Page 3, line 4 through line 7:

Delete all material.

Renumber the following bill sections accordingly.

Page 3, line 9 through line 11:

Delete " , and to enter into agreements with other persons for shared 

ownership, operation, or construction of projects,"

-r '-A' 7 ^
Page 3-f~ line 20:

Delete "or an interest in a project"

2f l«fi°  i
Page 9, line'^ through,: line ,-7 :

-1- 3/14/89



Delete "either solely or bv partnership, joint venture, or other 
agreement with another person"

go0799hAa
Bannister

-2- 3/1 A/89



HOUSE BILL

123
"An Act Relating to the Alaska Industrial 

Development and Export Authority; and providing
for an effective date."



ALASKA INDUSTRIAL 
DEVELOPMENT AND EXPORT

AUTHORITY



PROMOTES EMPLOYMENT

Since 1981 an estimated 13,582 jobs have been created or retained as a 
result of Authority Financing.

Employment Per Region

TOTAL Northern Interior Southwest Anchorage Southcentral Southeast

13,582 437 1,480 788 . 7,178 1,804 1,895



THROUGH FINANCING

Authority financing has resulted in 804 projects with a value of 
$871,932,230.

Projects and Dollar Value per Region

TOTAL Northern Interior Southwest Anchorage Southcentral Southeast
804 27 91 41 422 135 85

871,932,230 30,535,260 99,875,250 62,095,250 458,710,805 97,815,600 136,100,000



HOW WILL THIS 
LEGISLATION FURTHER 

THE AUTHORITY'S EFFORTS 
IN PROMOTING RESOURCE 

DEVELOPMENT ???



The Authority will be able to own, operate, or construct facilities

solely,

by partnership, 

by jointventure,

or through other agreements with persons for shared 
ownership.

Example:

To enhance development of the Beluga coal fields, a 
common transportation system accessible by all lease 
holders could provide a stimulus for further movement 
of this project. Financing and or partial ownership with 
the lease holders in this common system could reduce 
the costs of moving the coal to tidewater.



The Authority will be able to provide financial support in the form of

loans,

guarantees,

equity investments.

Example:

In reference to the Beluga Coal Fields, the Authority could be 
just a lender for such a coal transportation project, or have 
an equity interest in the coal transportation system in 
conjunction with others and be repaid by charging fees per 
ton of coal transported. Flexibility and a menu of options are 
necessary as each project will be different and present unique 
problems to overcome.



In addition to these current bonding limitations:

The Authority cannot issue bonds in a total amount over $400 million 
during a 12 month period.

The Authority cannot issue bonds for a particular project within a 12 
month period over $50 million.

Project bonds over $b million require location approval from the city or 
borough where the project will be loacted.

Project bonds over $10 million require a public hearing as well as 
municipal approval.

In all cases, the Authority must find that;

The project is economically advantageous to the State and 
public welfare.

The project applicant is finacially responsible.

Increased demand on public utilities will be satisfied.

The project will provide or retain employment reasonably 
related to the amount of Authority financing.

The project is feasible enough to repay the bonds or loans.

The bond issuance will not adversely affect the marketability of 
other state bonds.



The following bonding limitations are proposed  :

The Authority can issue bonds up to $25 
million to assist in the aquistion of a 
development project without prior legislative 
approval.

The State's moral obligation on any future 
bonds issued by the Authority is eliminated.

The principle amount of a loan retained hy the 
toriginator is increased from 10% to 20%.

The Authority can regulate conditions where 
they will no longer purchase loan 
participations from a financial institution as 
a result of excessive delinquencies.



The Authority will be able to utilize assets in pursuing the promotion of 
resource development projects by revising the scope of the Revolving 
Fund.

The revolving fund is comprised of two primary accounts: the 
Enterprise Development Account and the Economic Development 
Account. The Enterprise Development accounts are originated and 
financed through financial institutions, and the Economic Accounts 
are for major development projects like the Red Dog Mine. *A11 
accounts are independant.

THE REVOLVING FUND

E c o n o m ic  D e v e lo p m e n t  A cco u n t

E n te rp rise  D e v e lo p m e n t  A cco u n t

Capital Reserve Account 
Sustaining Capital Account 
Operation 1 Maintenance Account 
Construction R evenue Account 
Project Economic Development Account

Capital Reserve Account 
Business Assistance Account 
Loan Collection Account 
Investment Account



Proposed scope of the Revolving Fund

"Pool" all the unrestricted funds of both major accounts together to function 
as a general fund.

lip:

Restricted Accounts
En te rp rise  D e ve lo p m e n t Account 

Capital Resource Account 
Business Assistance Account 

E c o n o m ic  D e ve lo p m e n t A ccount 
Capital Reserve Requirement Account 
Sustaining Capital Account

Unrestricted Accounts 
L o a n  C o llection  A ccount 
Inve stm ent A ccoun t 
O pe ra tion  & M a in te n an ce  Account 
C onstruction  R e v e n u e  Account 
P ro ject D e v e lo p m e n t  Account



HOW MUCH WILL THIS
COST ???



..NOTHING.
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Draft of
February 24, 1989

SECTIONAL ANALYSIS

House Bill 123 
"An Act Relating tc the Alaska Industrial Development 

and Export Authority; end providing for an effective date"

DISCUSSION:

The purpose of this legislation is to the further the Alaska Industrial
Development and Export Authority's efforts in promoting employment through
resource development projects. The Authority has historically functioned as 
a correspondent to Alaskan banks, financing real estate mortgages in the
service sector of the economy. This legislation is an attempt to redirect 
the Authority's efforts to achieve the goal of increased employment through
primary sector industrial development. This redirection is an attempt to 
create new jobs and promote population growth within the State. This in turn 
will provide assistance to the service sector which currently is suffering 
from a lack of demand.

The congressional changes to the tax code in 1986 significantly altered the 
type of projects that can be financed with the proceeds of tax-exempt bonds. 
The only projects currently eligible are manufacturing plants (through 
December 31, 1989) and certain facilities referred to as "exempt
facilities." Financing for airports, docks, and whorfs is still available if 
the project is owned by a governmental entity. This change in the tax law 
has reduced the attractiveness and demand for Authority tax-exempt financing.

The definition of a development project in AS 44.88.900(9)(A) limits
Authority ownership. The current definition stresses the primary resource 
industries, and accentuates transportation and infrastructure associated with 
those projects.

This legislation does not eliminate the essential framework whereby the 
Authority acts as a correspondent to Alaskan banks. The current banking 
situation has curtailed many of the existing banks correspondent 
relationships. It is critical that the Authority remain as an institute 
correspondent during these difficult times.

Pursuant to its purpose, all provisions of the bill accomplish at least one 
of the following four objectives.

1. Increase efforts in promoting resource development projects.

2. Amend existing statutes to allow utilization of the Authority's 
assets in pursuing the promotion of development projects.

3. Conform existing statutes to the 1986 Tax Act.

4. Reorganize, refine, and consolidate statutes of the Authority.



Sectional Analysis
Page Two

Section 1. AS 44.88.010(a)(9):

Three changes are made in this section: two deletions of dated
language that is no longer applicable, and an addition allowing the 
Authority to participate in different types of ownership.

The deletions conform state law to the federal law changes made as 
a result of the 1986 Tax Reform Act.

The addition defines the necessary relationship possibilities 
between the Authority and other persons or entities. Each project 
will face unique problems, and flexibility is needed to address and 
overcome them. Without this flexibility, the Authority's 
effectiveness in promoting resource development projects will be 
limited.

Section 2. AS 44.88.010(c):

There are two changes in this section: the addition that sets
forth the Authority's scope of providing financial support for or 
with various persons or entities, and the deletion removes language 
that is unneccessary and could be viewed as applying only to 
exports.

Section 3. AS 44.88.060:

The two additions in this section establish the scope of the 
revolving fund. The revolving fund is currently made up of two 
separate accounts; the Enterprise Development Account where loans 
are originated and financed through banks, and the Economic 
Development Account designated for major development projects. The 
additions allow the Authority to create additional accounts within 
the unrestricted accounts of the revolving fund, and transfer 
monies between accounts subject to bond-holder agreements. The 
investment powers are moved into the revolving fund, allowing it to 
function as the general fund and be invested in accordance with 
Title 37.

Section 4. AS 44.88.070:

The addition in this section sets forth the Authority's scope of
owning and operating development projects: solely or by
partnership, joint venture, or other agreement with another
person. This definition is necessary as the projects contemplated 
will require the flexibility to deal with different forms of
ownwership and operation.



.

Sectioanl Analysis
Page Three

Section 5. AS 44.88.080(14):

The two additions in this section broaden and conform the 
Authority's scope of powers with regard to development projects 
that are not standardized.

Section 6. AS 44.88:

This addition creates a new section, 44.88.095, BONDING 
LIMITATIONS. It consolidates all the Authority's statutory 
limitations regarding the issuance of bonds into one section. The 
provi ions do not change and are merely moved from another section 
with one exception; the Authority will have the ability to issue 
bonds up to $25 million as opposed to $10 million to assist in the 
financing or operation of a development project without prior 
legislative approval. Local approval is still required under this 
section.

Section 7. AS 44.88.105(a):

The deletion in this section eliminates the ceiling on bonds 
regarding the establishment of capital reserve funds. It also 
eliminates the state's moral obligation to supplement a capital 
reserve fund created after January 1, 1989 should it ever fall 
below the required amount.

With this elimination of moral obligation, bonds of the Authority 
issued after January 1, 1989, will stand on their own and do not 
contingently obligate the State in any form whatsoever. Since 1981 
all bonds have had the benefit of the State's moral obligation. It 
is now appropriate that the Authority stand on its own financially 
with respect to future bond issues. Of course, the Authority’s 
bonds that are already outstanding and were issued with the moral 
obligation will continue to have that benefit.

Section 8. AS 44.88.105(d):

This addition is in conjunction with the changes of section 7 and 
sets forth the date, January 1, 1989, after which no additional 
moral obligation bonds could be issued.

Section 9. AS 44.88.155(c)

The deletion in this section is in conjunction with the changes in 
section 3, it simply moves the investment powers into the revolving 
fund.



Sectional Analysis
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Section 10. AS 44.88.155(d):

There are two changes and one deletion in this section.

The first change allows the Authority to participate in the 
financing of projects that previously have been beyond the 
Authority's financial scope. Increasing the loan limit on a 
project from $10 million to $25 million will allow the Authority to 
participate in larger projects strictly as a correspondent. 
Several tourism-related projects have been beyond the $10 million 
limit. This change would allow Authority participation in these 
projects.

The second change requires that the principle amount of a loan held 
by the originator be increased from 10% to 20% as long as the loan 
is outstanding. This would promote caution when banks contemplate 
selling their loans to the Authority. They will be responsible for 
holding a more significant portion of the credit and hopefully act 
accordingly.

The deletion will allow the Authority to become active in 
purchasing the guaranteed portion of federal SBA loans from banks. 
The revised investment statute, AS. 37.10.071, will permit the 
Authority to invest its funds in the guaranteed portion of federal 
SBA loans once the program restrictions are removed from statute. 
This flexibility is essential. The SBA modifies its program 
periodically, and casting the program in statute does not provide 
enough flexibility to maintain a market presence in these 
guarantees.

Section 11. AS 44.88.165:

The statute regarding loan delinquencies is repealed and 
reenacted. It allows the Authority to regulate conditions whereby 
it may discontinue purchase of loan participations from a financial 
institution because of excessive loan delinquencies. This revision 
is necessary to allow more financial institutions to participate in 
the authority's loan programs.

Section 12. AS 44.88.172(a):

The additions to this section establish the Economic Development 
Account within the Revolving Fund. They set forth the scope for 
which the Economic Development Account will be used.



Secional Analysis
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Section 13. AS 44. >'8.900(4):

This section clarifies the definition of "development" project by 
referring. to the resource development oriented plants and 
facilities described in the definition of "project", including 
transporting plaints and facilities a3 set forth in section 14.

Section 14. AS 44.88.900(9):

There is one addition and deletion in this section. The addition 
includes certain transportation facilities in the definition of a 
project, while the deletion eliminates the obsolete language from 
the tax code prior to the 1986 Tax Reform Act.

Section 15. Repealed statutes:

AS 44.88.090(g), 44.88.160, 44.88.172(c), 44.88.175, and 44.88.176 
are reenacted in substantially the same form and placed in Section 
6, Bonding Limitations.

AS 44.88.090(1) is repealed to allow the Authority to issue bonds 
after January 1, 1990.

AS 44.88.105(e) and (g) relate to the moral obligation provisions, 
that under this legislation, would terminate on January 1, 1989.
The provisions of 44.88.105(e) duplicate those added by section 10, 
AS 44.88.155(d)(7)(A) of this legislation.

AS 44.88.157 creates a loan insurance account and permits the 
Authority to insure loans purchased under its general financing 
provisions. This section is unnecessary because it has not been 
used since its inception.

AS 44.88.159(c), 44.88.212(a), and 44.88.900(3) refer to AS
44.88.158, the small business enterprise loan account that is 
repealed under this legislation.

AS 44.88.158 provides authority that is already given in the 
investment powers (AS 37.10.071) in the revolving loan fund.

The deletion in section 10, page 8, line 10 will allow the 
Authority to become active once again in purchasing the guaranteed 
portion of federal SBA loans from banks. The revised investment 
statute, AS 37.10.071, will permit the Authority to invest its 
funds in the guaranteed portion of federal SBA loans once the 
program restrictions are removed from statute. This flexibility is 
essential. The SBA modifies its program periodically, and casting 
the program dn statute does not provide enough flexibility to 
maintain a market presence in these guarantees.



Sectional Analysis
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AS 44.88.172(b) does not allow use of the Authority's assets for 
resource development projects and is repealed.

Section 16.:

This section provides for an immediate effective date.



Draft of
February 23, 1989

SUGGESTED SPONSOR AMENDMENTS

House Bill 123 
"An Act Relating to the Alaska Industrial Development 

and Export Authority; and providing for and effective date."

1. Section 2, AS 44.88.010(c);

Page 2, line 12; [federal, state] replaced with public.

REASON; Drafting oversight. Existing language would exclude 
participation with municipalities which could be benificial to both 
parties.

2. Section 6, new section 44.88.095:

A. Page 3, line 20 and 26; develt. pment inserted before the word 
"project" in two places.

B. Page 4, line 6; "Before entering into a lease or other 
agreement as provided in AS 44.88.090(e) regarding a project..."

C. Page ■>, line 16; [aquisition] replaced with financing.

REASON; Drafting oversight. To conform to the definition section 
and effect proper word usage.

3. Section 10, AS 44.88.155(d);

Page 8, line 5; ". .originator of the loan as long as the loan is
outstanding."

REASON; Drafting oversight.

4. Section 11, AS 44.88.165:

Page 8, line 22; [the] replaced with its.

REASON; Drafting oversight. To clarify that the Authority should 
base its decision regarding continuing to work with a bank on the 
Authority's own experience with that bank.

5. Section 13, AS 44.88.900(4):

Page 9, line 11; ...[the same] as a "project" [, as defined]
described in paragraph (9HA) of this section;

REASON; Error in drafting. Definition is to be limited to
44.88.900 (9)(A)..



Suggested Sponsor Amendments 
Page Two

5. Section 13, AS 44.88.900(4) continued:

As restated, this section would read, "development project" means 
the same .as a "project," described in paragraph (9)(A) of this 
section.
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adding power to make certain property dlaposala to public 
and nonprofit entitles. The introduction of thla bill wae 
requested by the board of directors of the authority.

Thla bill attempts to make amendments to the Alaska Statutes 
in every place necessary to change the name of the authority 
back to the Alaska State Housing Authority, the original 
name In effect from the advent of atatehood to 1986. (As a 
precaution, however, sec, 23. of the bill expressly requires 
the revisor of statutes to make any additional statutory 
changes that might bo necessary.) The authority believes 
that the name recognition gained over the years of operation 
is a valuable asset that should not be lost. Tho original 
name of the authority fairly encompassed the powers and 
duties assigned by law and should not pose a legal problem.

The bill also contains a section that makes amendments to 
existing law beyond the change of name. Section 4 of the 
bill makes an amendment that allows the authority to dispose 
of real or personal property to other public or nonprofit 
entities for less than' fair market value. The authority 
interprets existing law to provide that it cannot dispose of 
certain authority property unless it sells the property at 
fair market value. This interpretation makes it difficult 
and expensive for other state agencies to use excess 
property of the authority for other public purposes. A 
capital appropriation last year for mental health housing 
(from the mental health trust account) contemplated the 
assistance of the authority in procuring and then 
transferring property to certified mental health housing 
grantees. The amendment set out in this bill generally 
parallt:a language governing other disposals of property 
(see AS 18.55.320) and will permit the authority to assist 
other state agencies and municipalities in the performance 
of official functions.
I urge your favorable action on this bill.

Sincerely,

/»/
Steve Cowper
Governor"

KB 123

HOUSE BILL NO. 123 by tho Rules Committee by request of the 
Covernor, entitled:

"An Act relating to tha Alaska Industrial 
Development and Export Authority; and providing 
for an affective date."

-

J • J

J J

J ' J
was read the first time and referred to the Labor & 
Commerce, Judiciary and Finance Committees.
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HB 123

A zero fiscal note with analysis by tha Department of 
Commerce & Economic Development was published January 27, 
1989.
The Governor's transmittal letter, dated January 27, 1989, 
appears below:

"Dear Mr. Speaker:
Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, 1 rra transmitting a bill authorizing the 
Maska Industrial Development and Export Authority (AIDEA) 
to finance development enterprises.
The most significant provisions of thle bill relate to 
AIDEA'a ability to finance resource development projects 
that AIDEA Intends to own or operate (such as the Red Dog 
Mine project). In this regard, the bill would permit AIDEA 
to issue up to S25,000,000 of its bonds for such a project 
without requiring pasoage of a law approving the projoct. 
It would also permit AIDEA to transfer amounts among its 
various accounts to provide more financing flexibility. 
(Although the provisions (proposed AS 44.88.095(b) and (£)) 
requiring legislative approval beforo certain bonds 
exceeding specified amounts may be issued raisa a 
constitutional question undor the aeparation-of-powers 
doctrine, I know of the legislature's concern about bond 
issuance and I believe that it might be helpful to set out 
this procedure in the statutes, as a courtesy to the 
legislature.)
Another significant provision would require originating fi­
nancial institutions to retain a higher percentage of a loan 
before it may sell it to AIDEA. Under existing law, a fi­
nancial lnotitution must retain 10 percent of a loan. AS 
44.88.155(d). Under this bill, tha originating financial 
institution must retain 20 percent of the loan. By increas­
ing thle requirement along with the amount that AIDEA can 
invest in or loan on projects, it lo hoped that financial 
institutions will carefully select tha projects for which 
they will oxtend credit.
This bill will allow AIDEA to gather together all funds and 
accounts established by law and administer them as a part of 
tha revolving fund of the authority. AIDEA would be given 
the power to transfer freely between accounts within the 
development fund so that it has the flexibility to adapt to 
the appropriate structure of a financing proposal presented 
to it for financing. AIDEA would be given the power to cre­
ate separate accounts necessary to guarantee repayment of a 
bond issue if that action becomes necessary to make the 
bonds marketable.
The bill also amends a provision in existing law which re­
presents to investors in AIDEA bonds that the state might 
step in and make bond payments if the authority la unable to 
do so. This section acknowledges the state's moral obliga­
tion to back AIDEA'a revenue bonds if the authority becomes
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insolvent. The bill would change this Moral obligation 
rapraaantation to apply only to bonda laauad on or befon 
January 1, 1989.

Tha bill would expressly confer on AIDEA the power to ahara 
ownerahlp of projocta with private entorpriaoa by either 
forming a partnership, joint venture, or othor form of coop- 
orativa ownerahlp agreement.

The bill would aleo amend Lhe provielon in existing law that 
prohibite AIDEA from purchasing loans from financial lnstl- 
tutiona that experience a two percent or greater delinquency 
rate on loans made by the institution. The bill would allow 
AIDEA to set the target delinquency rata by regulation. By 
adopting this technique, AIDEA will be given the flexibility 
to adjust the delinquency rate to reflect existing economic 
conditions. The inflexible rule In effect under existing 
law seta the rate too low to allow the majority of banks in 
the state to qualify for AIDEA financing.

I urge your favorable consideration on this bill.

Sincerely,

/•/
Steve Cowper 
Governor"

HB 124

HOUSE BILL NO. 124 by the Rules Committee by request of the 
Governor, entitled:

"An Act relating to sport fishing and hunting 
licenses and to big game tags; and providing for 
an effective date."

was read the first . time and referred to the Resources and 
finance Committees.

A fiscal note by the Department of Fish £ Game was published 
January 27, 1989.

The Governor's transmittal letter, dated ujnuary 27, 1989, 
appears below:

"Dear Mr. Speaker: '
Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill relating to sport 
fishing and hunting licenses. This bill would raise the 
cost of a resident sport fishing license by 55. Making a 
new distinction, the cost of a resident hunting license 
would be raised 53 for small game,, and 513 for big game. 
The combination hunting and trapping license fee would be
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BY THE RULES COMMITTEE BY
1 IN THE HOUSE ' REQUEST OF THE GOVERNOR

2 HOUSE BILL NO. 123

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

A SIXTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to the Alaska Industrial Development

7 and Export Authority; and providing for an effective

8 date."

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

10 * Section 1. AS 44.88.010(a)(9) is amended to read:

11 (9) the achievement of the goal of full employment, and of

12 establishment and continuing operation and development of industrial,

13 manufacturing, export, small business, and business enterprises in the

14 state [, INCLUDING, WITHOUT LIMITATION, FACILITIES FOR TRANSPORTATION,

15 FACILITIES FOR POLLUTION CONTROL AND WASTE DISPOSAL, FACILITIES FOR

16 THE LOCrX FURNISHING OF GAS, FACILITIES FOR WATER, FACILITIES FOR

17 INDUSTRIAL PARKS, MASS COMMUTING VEHICLES, FACILITIES FOR LOCAL DIS-

18 TRICT HEATING OR COOLING, PARKING FACILITIES, OR A STORAGE OR TRAINING

19 FACILITY RELATING TO A PLANT OR FACILITY,] will be accelerated and

20 facilitated by the creation of an instrumentality of the state with »
21 powers to incur debt, to own and operate facilities, to enter into

22 partnership, joint venture, and other agreements with other persons

23 with respect to the ownership, operation, or construction of facili-

24 ties, and to make and insure loans/ to finance, and to assist private

25 lenders to make loans to finance, the establishment, operation, and

26 development of industrial, manufacturing, export, small business, and

27 business enterprises [, INCLUDING, WITHOUT LIMITATION, FACILITIES FOR

28 TRANSPORTATION, FACILITIES FOR F0LLUTI0N CONTROL AND WASTE DISPOSAL,

29 FACILITIES FOR THE LOCAL FURNISHING OF GAS, FACILITIES FOR WATER,

HB012JA • -1- HB 123
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FACILITIES FOR INDUSTRIAL PARKS, MASS COMMUTING VEHICLES, FACILITIES 

FOR LOCAL DISTRICT HEATING OR COOLING, PARKING FACILITIES, OR A STOR­

AGE OR TRAINING FACILITY RELATING TO A PLANT OR FACILITY];

* Sec. 2. AS 44.88.010(c) is amended to read:

(c) It is further declared to be the policy of the state, in the 

interests of promoting the health, security, and general welfare of 

all the people of the state, and a public purpose of the state, to 

accomplish the objectives set out in (b) of this section through the 

provision of financial support, in the form of loans, guarantees, 

equity investments, or methods provided in this chapter, for or in

cooperation with. or through joint venture, partnership, or other

agreements with, federal, state, and private institutions [FOR THE 

PURPOSE OF INCREASING THE EXPORT OF ALASKA GOODS, TALENT, RAW MATERI­

ALS, AND SERVICES].

* Sec. 3. AS 44.88.060 is amended to read:

Sec. 44.88.060. ALASKA INDUSTRIAL DEVELOPMENT AND EXPORT AUTHOR­

ITY REVOLVING FUND. The Alaska Industrial Development and Export 

Authority revolving fund is established in the authority. The revolv­

ing fund cons-- of appropriations made to the revolving fund by the 

legislature, m.-iiey or other assets transferred to the revolving fund 

by the authority, and unrestricted payments on loans made or purchased 

by the authority. Unless otherwise expressly stated, the accounts 

created in this chapter arc accounts in the revolving fund. The 

authority may create additional accounts either in the revolving fund 

or outside the revolving fund. Subject to agreements made with the 

holders of the authority's bonds or with other persons, the authority 

may transfer amounts in an account in the revolving fund to any other 

account in the revolving fund. Amounts deposited in the revolving 

fund may be pledged to the payment of bonds of the authority or
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1 expended for the purposes of the authority under thif; chapter. The

2 authority has the powers and responsibilities set out in AS 37.10.071

3 with respect to the investment of amounts held in the revolving fund.

4 * Sec. 4. AS 44.88.070(2) is amended to read:

5 (2) owning and rperating, either solely ov by partnership,

6 joint venture, or other agreement with another person, the enterprises

7 and other facilities described in AS 44.88.172;

8 * Sec. 5. AS 44.88.080(14) is amended to read:

9 (14) to acquire, manage, and operate projects, and to enter

10 into agreements with other persons for shared ownership, operation, or

11 construction of projects, as the authority considers necessary or

12 appropriate to serve a public purpose or to exercise its powers under

13 this chapter;

14 * Sec. 6. AS 44.88 is amended by adding a new section to read:

15 Sec. 44.88.095. BONDING LIMITATIONS. (a) The authority may not

16 issue bonds in any 12-month period in an amount that exceeds

17 $400,000,000.

18 (b) The authority may not issue revenue bonds, other than re-

19 funding bond3, to purchase a loan for a project under AS 44.88.155 --

20 44.88.159, to acquire a project or an interest ir. a project under

21 AS 44.88.172 -- 44.88.177 or to provide money to finance, guarantee,

22 or insure an exporting transaction under AS 44.88.300 -- 44.88.390 in

23 an amount greater' than $50,000,000 during any 12-month period unless

24 the issuance is included separately in the estimates required in the

25 report of the authority under AS 44.88.210(b) and unless the legisla-

26 ture, by law, approves the issuance.

27 (c) Before entering into a lease or other agreement as provided

28 in AS 44.88.090(e) regarding a project for which the authority agrees

29 to issue bonds in an amount in excess of $6,000,000, there must be
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1 filed with the authority a certified copy of a resolution of the

2 governing body of the political subdivision of the state, if any, in

3 which the project is to be located, consenting to the location of the

4 project. The consent need only refer to the general nature of the

5 project ultimately to be acquired, as set out in a request of the pro-.

6 posed project applicant. Before entering into a project, the author-

7 ity must find, on the basis of all information reasonably available to

8 it, that

9 (1) the project and its development under this chapter will .

10 be economically advantageous to the state and the general public

11 welfare and will contribute to the economic growth of the stace;

12 (2) the project applicant is financially responsible;

13 (3) provision to meet increased demand upon public facili-

14 ties, which might result l’-om the project, is reasonably assured; and

15 (4) the project will provide, or retain, employment reason-

16 ably related to the amount of the financing by the authority, con-

17 sidering the amount of investment per employee for comparable facil-

18 ities and other relevant factors.

19 (d) Before entering into an agreement to finance or co develop a

20 proposed project with a cost in excess of $10,000,000 financed under

21 AS 44.88.172 for which bonds must be issued, the authority shall

22 obtain the approval of each Regional Resource Advisory Council

23 (AS 44.88.174) or municipality in the area in which the proposed

24 project is to be located. Approval under this subsection must be

25 evidenced by a certified copy of a resolution of the council or of the

26 governing body of the municipality.- Before considering a resolution

27 regarding the approval or rejection of the development or financing of

28 a proposed project as required by this subsection a Regional Resource

29 Advisory Council shall conduct a public hearing in the region. If a
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proposed project is located in a municipality, the governing body of

the municipality shall conduct a hearing on the proposed project.

(e) Before adopting a resolution approving a project to be

financed under AS 44.88.172 for which bonds must be issued, the au­

thority shall, on the basis of all information reasonably available to 

it, make findings, with respect to the project, as described in

• (c)(1), (2), (3), and (4) of this section, and also find that

(1) the project is economically and financially feasible 

and able to produce revenue adequate to repay the bonds or loans With 

which it is. financed; . . .

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

(3) issuance of the bonds is not expected to adversely

affect the ability of the state or any political subdivision of the 

state to market other bonds.

(f) The authority may not issue bonds in an amount greater than 

$25,000,000 to assist in the acquisition of a development project 

under AS 44.88.172 -- 44.88.177 without prior legislative approval.

* Sec. 7. AS 44.88.105(a) is amended to read:

(a) For the purpose of securing' one or more issues of its bonds,

the authority may establish one or more special funds, called "capital

reserve funds", and shall pay into those capital reserve funds the 

proceeds of the sale of its bonds and other money which may be made 

available to the authority from other sources for the purposes of the 

capital reserve funds. A capital reserve fund may be established only 

if the authority determines that the establishment of the fund would 

enhance the marketability of the bonds [, AND IF THOSE COSTS OF A 

PROJECT, AS DEFINED IN AS 44.88.900, WHICH ARE TO BE FINANCED WITH THE 

PROCEEDS OF THE BONDS, DO NOT EXCEED $10,000,000]. Money in a capital 

reserve fund, except as provided in this section, may be used as
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1 required only for (1) the payment of the principal of, and interest

2 on, bonds or of the sinking fund payments with respect to those bonds;

3 (2) the purchase or redemption of the bonds; or (3) the payment of a

4 redemption premium required to be paid when the bonds are redeemed

5 before maturity. However, money in a capital reserve f-ind may not be

6 withdrawn if the withdrawal would reduce the amount in the capital

7 reserve fund to less than the capital reserve fund requirement, except

8 for the purpose of making payment, when due, of principal, interest,

9 redemption premiums on the bonds, and sinking fund payments when other .

10 money of the authority is not available for the payments. Income or

11 interest earned by, or increment to, a capital reserve fund, from Che

12 investment of all or part of the fund, may be transferred by the

13 authority to other funds or accounts of the authority if the transfer

14 does not reduce the amount of the capital reserve fund below the

15 capital reserve fund requirement.

16 * Sec. 8. AS 44.88.105(d) is amended to read:

17 (d) With respect to a capital reserve fund created under this

18 section no later than January 1. 1989 , the [THE] chairman of ' the au-

19 thority shall annually, no later than January 2, certify in writing to

20 the governor and the legislature the amount, if any, required to re-

21 store the [A] capital reserve fund to the capital reserve fund re-

22 quirement. The legislature may appropriate to the authority the

23 amount certified by the chairman of the authority. The authority

24 shall deposit the amounts appropriated under this subsection during a

25 fiscal year in the proper capital reserve fund. Nothing in this

26 section creates a debt or liability of the state.

27 * Sec. 9. AS 44.88.155(c) is amended to read:

28 (c) Money and other assets of the enterprise development account

29 may be used to secure bonds of the authority issued to finance the
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1 purchase of loans for projects [AND SHALL BE HELD AND INVESTED BY THE

2 AUTHORITY IN ACCORDANCE WITH AS 37.10.071] or shall be used to pur-

3 chase loans for projects.

4 * Sec. 10. AS 44.88.155(d) is amended to read:

5 (d) A loan purchased in whole or in part by the authority with

6 assets of the enterprise development account or with proceeds of bonds

7 secured by assets of the enterprise development account, other than a

8 loan which is financed with the proceeds of bonds of the authority and

9 secured only by a project applicant or a project,

10 (1) may not exceed $25,000,000

11 [(A) $10,000,000; OR

12 (B) $500,000 IF "HE LOAN IS PURCHASED UNDER AS 44.88.-

13 158];

14 (2) may not exceed the cost of the project or 75 percent of

15 the appraised value of the project, whichever is less, unless the

16 amount of the loan in excess of this limit is federally insured or

17 guaranteed or is insured by a qualified mortgage insurance company;

18 (3) may not be for a term longer than three-quarters of the

19 authority's estimate of the life of the project or 25 years from the

20 date the loan is made, whichever is earlier;

21 (4) shall contain complete amortization provisions satis-

22 factory to the authority requiring periodic payments by the borrower;

23 (5) shall be in the form and contain the terms and provi-

24 sions with respect to insurance, repairs, alterations, payment of

25 taxes and assessments, default reserves, delinquency charges, default

26 remedies, acceleration of maturity, secondary liens, and other matters

27 the authority prescribes;

28 (6) shall be secured as to repayment by a mortgage or other

29 security instrument in the manner the authority determines is feasible
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to assure timely repayment under a loan agreement entered into with 

the borrower;

(7) may not be made unless

(A) at least 20 [10] percent of the principal amount

of the loan is retained by the originator of the loan; or

(B) 100 percent of the principal amount of the loan is

guaranteed by the United States or an agency or instrumentality 

of the United States;

(8) must be

[(A) AT LEAST PARTIALLY GUARANTEED BY THE UNITED STATES 

OR AN AGENCY OR INSTRUMENTALITY OF THE UNITED STATE"., SUBJECT TO 

THE PROVISIONS OF AS 44.88.158;]

(B) financed from the proceeds of bonds; or

(C) expected by the authority to be financed from the

proceeds of bonds.

* Sec. 11. A3 44.88.165 is repealed and reenacted to read:

Sec. 44.88.165. DELINQUENT LOANS. The authority shall adopt 

regulations to describe the circumstances under which it will discon­

tinue purchasing loans from a financial institution because of exces­

sive delinquencies among the loans previously purchased by the author­

ity from the financial institution. In adopting the regulations, the 

authority must consider the delinquency experience with loans it pur­

chased from all financial institutions. The authority may include in 

the regulations other remedies it considers appropriate as alterna­

tives to the discontinuance of purchasing loan3 from the financial 

institution.

* Sec. 12. AS 44.88.172(a) is amended to read:

(a) The economic development account is established in the re­

volving fund. The economic development account consists of money or
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1 assets appropriated, loaned, or transferred to the authority for

2 deposit in the account [,] and other money or assets deposited in the

3 account by the authority. While money is on deposit in the economic

4 development account, it [THE ACCOUNT] may be used only to finance,

5 acquire, manage, and operate development projects that the authority

6 intends to own and operate either solely or by partnership, joint

7 venture, or other agreement with another person. The term "operate”

8 includes operation directly by the authorityf,] or by an agent of the

9 authority.

10 * Sec. 13. AS 44.88.900(4) is repealed and reenacted to read:

11 (4) "development project" means the same as "project," as

12 defined in this section;

13 * Sec. 14. AS 44.88.900(9) is amended to read:

14 (9) "project" means

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

16 [(i)] in connection with making, processing, pre-

17 paring, transporting. or producing in any manner, goods,

18 products^ or substances of any kind or nature or in connec-

19 tion with developing or utilizing a natural resource, or

20 extracting, smelting, transporting, converting, assembling^

21 or producing in any manner, minerals, raw materials, chemi-

22 cals, compounds, alloys, fibers, commodities and materials,

23 products^ or substances of. any kind or nature;

24 [(ii) AS AN INDUSTRIAL PARK; IN CONNECTION WITH

25 TRANSPORTATION; FOR THE PREVENTION, LIMITATION OR CONTROL OF

26 POLLUTION; FOR THE DISPOSAL OF SEWAGE OR SOLID WASTE; FOR

27 THE LOCAL FURNISHING OF GAS; FOR THE FURNISHING OF WATER; AS

28 OR IN CONNECTION WITH MASS COMMUTING VEHICLES; FOR LOCAL

29 DISTRICT HEATING OR COOLING; AS A PARKING FACILITY; OR AS A
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1 STORAGE OR TRAINING FACILITY DIRECTLY RELATED TO A PLANT OR

2 FACILITY DESCRIBED IN THIS PARAGRAPH;]

3 (B) a plant or facility used or intended for use in

4 connection with a business enterprise;

5 (C) commercial activity by a small enterprise;

6 * Sec. 15. AS 44.88.090(g) and (i), 44.88.105(e) and (g), 44.88.157,

7 44.88.158, 44.88.159(c), 44.88.160, 44.88.172,(b) and (c), 44.88.175, 44.-

8 88.176, 44.88.212(a), and 44.88.900(3) are repealed.

9 * Sec. 16. This Act takes effect immediately under AS 01.10.070(c).
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ALASKA  INDUSTRIAL DEVELOPMENT
AND EXPORT AUTHORITY

★  ★
1577 “C" STREET • SUITE 304 • ANCHORAGE, ALASKA 99501-5177 • (907) 274-1651

March 1, 1989

The Honorable Dave Donley, Chairman 
House Labor & Commerce Committee 

And The Honorable Members
House Labor & Commerce Committee 

P.O. Box V
Juneau, Alaska 99811

Dear Representative Donley:

On Monday, February 27, 1989, the Authority Board Members conducted a 
meeting. The primary purpose being consideration of amendments to the 
Loan Guaranty Program.

The Board felt that two of the changes under discussion held merit and 
that statutory changes were appropriate in those two cases. Those dealt
with raising the limit of the guaranty to $1 million regardless of the
loan size and providing for a sharing of liquidation costs on a pro rata 
basis in the event of a default. The third dealt with raising the 
guaranty from 70% to 80%, the directors felt that this was not an
appropriate change.

Obviously your Committee has the power to make any statutory change they 
feel is appropriate. However, it seemed appropriate to have the 
Authority's rational made available to the Committee during its
deliberative process.

In considering the changes, the raising of the guaranty to $1 million was 
what was contemplated by the original drafters of the legislation. In 
considering a pro rata sharing of liquidation costs, the National Bank of 
Alaska has stated that if that change was made, they would participate in 
the program.



House Labor & Commerce Committee
March 1, 1989
Page Two

The third change, which was rejected by the Authority Board, would have 
raised the amount of the Authority's guaranty on a baxik loan from 70% to 
80%. The Board felt that given the two approved changes and the fact
that the largest bank in the State V70uld participate in the program with
the two changes, that raising the guaranty percentage to 80% was not
prudent. One major ingredient to maintaining integrity within the
program is to keep the participants at risk for a substantial enough 
share of the exposure to avoid the dumping of substandard loans on the 
State. In effect, a guaranty program is a risk transfer mechanism and 
the Board felt having the banks maintain a 30% exposure was the prudent 
course of action.

If I can be of any assistance to the Committee or answer any questions, 
please let me know.

Sincerely,

BLW/ss
attachment
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jtm * . ALASKA  INDUSTRIAL DEVELOPMENT
AND EXPO RT AUTHORITY

★  ★
1577 MC" STREET • SUITE 304 • ANCHORAGE, ALASKA 99501-5177 • (907) 274-1651

M E M O R A N D U M

Board of Directors
Alaska Industrial Development and, Export Authority

TO:

FROM: Bertram L. Wagnon
Executive Director,

DATE: February 27, 1989

SUBJECT: LOAN GUARANTY PROGRAM CHANGES

The Chair has requested that staff agenda the Loan Guaranty Program for 
consideration of several changes.

The first change would be to raise the allowable guaranty percentage from 
70% to 80%.

The second change would be to amend the language that limits the guaranty 
to a percent of the loan and set the maximum guaranty at $1 million 
irrespective of the loan size.

The third change would allow the Authority to pay pro rata costs of 
foreclosing and liquidating the collateral. Previously I have advised 
the Chair that this third change was not necessary in that it could be 
done by regulation. Counsel has reviewed this and strongly suggests that 
a statutory change is necessary here as well.

Mr. Jan Sieberts of the National Bank of Alaska appeared before the House 
Labor & Commerce Committee recommending such changes. Attached as 
Appendix "A" is a letter from Mr. Siebert's pertaining to this.

The Committee Chair requested that I draft changes for his Committee to 
consider and this memo is attached as Appendix "B". Appendix "C" is a 
subsequent memo advising the Committee that a statutory change is 
required to add a pro rata participation by the Authority in paying 
liquidation costs.



Loan Guaranty Program Changes 
February 27, 1989 
Page Two

Recently the SBA has eliminated the use of SBA Guarantees for refinancing 
of their own debt or that of third parties. This action has created 
considerable interest in amending the Authority's Loan Guaranty Program.

Of the three changes, the National Bank of Alaska has stated that a pro 
rata sharing of liquidation costs is the major impediment which is 
keeping them from participating in the program. I believe the 
legislature did intend that the loan guaranty would be limited to $1
million and that in the actual drafting of the bill, language was worded
in such a way that the limits reduced the guaranty to a maximum of
$700,000 (70% of $1 million loan).

The 70% guaranty was inserted by the legislature on the floor of the 
Senate. Previous versions of the bill had 80%.

It is significant to note that three changes are being considered: 1)
paying of liquidation costs; 2) raising the guaranty to $1 million; and 
3) raising the guaranty percentage to 80%. Remember that this is a
program whereby the Authority guarantees a loan made by someone else. It 
also allows a bank to refinance an existing loan and have a guaranty be 
provided. While changes appear required if we want the National Bank of 
Alaska participation, changes 1 and 2 would seem to provide enough and 
still leave the bank responsible for only 30% of the risk.

BLW/ss
attachment(s)



APPENDIX "A"

January 27, 1989

Mr. was Coyner 
3111 Douglas Highway 
Juneau, AK 99801
Re: AIDEA Loan Guaranty Program
Dear Mr. Coyner:
The Alaska Legislature passed the Business Assistance Program 
Statute last year for implementation through the Alaska 
Industrial Development and Export Authority. Even though the 
legislation gave a good framework of a program to deal with, we 
feel that the regulatory process through which the program has 
been implemented created a program which is not being used by 
the banking system for business development. In particular, of 
the indicated items below, the first represents the major . 
regulatory curtailment of the program while the remaining 
represent legislative problems. I have attempted to place 
these in order of importance.
1. Under the regulations the payment of the guaranty is•made 

based on the principal balance at the time of liquidation 
and does not cover liquidation costs and protective 
advances in handling the defaulted loan. Our 
recommendation would be to change the regulations to cover 
liquidation, carrying costs, and protective advances in the 
handling of collateral. This is universally the case in 
participation loans, other government guaranteed programs, 
and AIDEA's other loan programs. Since AIDEA has the 
ability to approve a liquidation of collateral plan and is
not required to pay the guaranty until such time as
liquidation takes place, they could in fact stall the 
liquidation and the sale of’the assets for many years, 
which would substantially increase or create prohibitive 
liquidation and protective advance expenses to. the banks.
We believe that this regulation in itself has destroyed the 
validity of the program.

2. We believe the guaranty amount should be increased from 70% 
to 90% to be consistent with the AIDEA umbrella loan 
program. For instance, under AIDEA*s umbrella loan ■
program, AIDEA effectively buys a 90% participation in 
loans rather than a 70% participation in the guaranteed 
loan program. The bond holders are providing the capital 
in the umbrella program as the Alaska banking system would 
under the guarantee program. It seems logical that they be
consistent .in their credit exposure from program to 
program. 1 It should be noted that we understand that AIDEA



Mr. Wes Coyner 
January 27, 1989 
Page Two

Is requesting legislation to reduce their participation 
amount to 80% in the umbrella loan program. If that is the 
case, we would think it reasonable to increase the 
guaranteed amount to 80% to be consistent. As a matter of 
fact, the. federal SBA program will guarantee 90% of some 
loans with the most common guaranty at 85%.

3. The million dollar cap on the loan should be removed. As 
an example, a fish processing plant may require a loan of 
$2,000,000 and we would like to have the opportunity to 
request a 35% guaranty from AIDEA. It has been our 
experience in larger complex projects requiring long-term 
capital that a variety of participants are brought together 
with different regulations to make a transaction work. We 
really think the limitation on a loan of $1,000,000 was a 
drafting mistake in the legislation.

4. The loan guaranteed amount should be increased to $1,000,000 
as we believe was the intent of the original lawmakers.
The law in its final form limited the amount of the loan to 
$1,000,000 with a 70% guaranty or a $700,000 maximum 
guaranty. As a matter of fact, since the implementation of 
the law the federal Small Business Administration's loan 
guaranty program has increased their guaranty to the amount 
of $750,000 from $500,000. The federal program is 
excellent, but does not work for all borrowers.

In my opinion, these are the major impediments to the AIDEA
Business Assistance Program. Of course, the major fact is
that AIDEA is not enthusiastic about implementing the program.
Feel free to call upon me for any questions you may have.
Sincerely,

Jan Sieberts 
Senior Vice President
lkr

cc; Bob Gray 
Dick Hall
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M E M O R A N D U M

TO: The Honorable Members
House Labor & Commerce 
Alaska State Legislature

FROM: Bertram L. Wagnon
Executive

DATE: February 21, 1989

SUBJECT: Loan Guaranty Program

At the hearing on House Bill 123 held this Saturday, it was requested 
that draft amendments to the Loan Guaranty Program be prepared for the 
committee's review.

The first change suggested at the hearing was that the percentage of 
allowable guaranty be increased from 70% to 80%. To effect this change, 
following is suggested language. AS 44.88.535(b) is amended to read:

"(b) The authority may provide a guarantee from the ftnd for up to 
[70] 80 percent of a loan that qualifies under AS 44.88.500 -
44.88.599. The ratio of the guarantee to the outstanding principal 
of the loan may not increase over the term of the loan."

The committee should be aware that this was changed from 80% to 70% on 
the floor of the legislature last session.



House Labor & Commerce Committee
February 21, 1989
Page Two

Thi second change involves the dollar limit of the guaranty. As 
currently written,, the guaranty limit is expressed in terms of a loan of 
not more than $1,000,000. It is She Author's opinion that Mr. Sieberts 
of the National Bank of Alaska is correct in that the legislature's 
intent was to limit the guaranty to a maximum of $1 million irrespective 
of the loan size. To accommodate such changes the following language is 
suggested. AS 44.88.545 is amended to read:

Sec. 44.88.545. Limitations of Guarantees with respect to 
borrowers. The Authority may not provide a guarantee

(1) [a loan] of more than $1,000,000

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

The net effect of such changes are that the maximum guaranteed 
transaction by the Authority would be $1 million per loan regardless of 
the size of the loan and also that no borrower could have more than $1 
million of Authority guaranteed indebtedness.

BLW/ss
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TO:

FROM:

DATE:

SUBJECT:

The Honorable Members 
House Labor & Commerce Committee 
Alaska State Legislature

Bertram L. Wagnon 
Executive Director

February 22, 1989

House Bill 123

At the teleconference Committee meeting on Saturday, considerable 
discussion was held concerning the Authority's Loan Guaranty Program and 
changes to that program suggested by Mr. Jan Sieberts of the National 
Bank of Alaska.

Language concerning the percentage of guaranty and language to allow a 
guaranty up to $1 million was submitted for your consideration. 
Additionally, I advised the Committee that the third significant point of 
Mr. Sieberts, dealing with paying a pro rata share of liquidation assets 
could be handled by regulation cind no statute change was necessary. 
After reviewing the existing law and conferring with counsel, I regret to 
inform you that counsel has strongly suggested that if it is the 
Committee's desire to make such a change, that the following amendment be 
inserted.

AS 44.88.560 is amended by adding a new paragraph to read:

(7) use money in this fund to pay expenses relating to the 
liquidation of collateral securing loans guaranteed by this fund 
to the extent the Authority considers it in its best interest to 
do so.



House Labor & Commerce Committee
February 22, 1989
Page Two

The Committee may wish to consider that in Mr. Sieberts testimony, he 
indicated that the greatest impediment to his bank's participation was 
the limitation on not paying liquidation costs of loans on a pro rata 
basis and if this were changed, his tank would participate in the 
program. Given that and as this is a Guaranty Program whereby the State 
through AIDE A will assume 70% of the risk, consideration should be given 
to perhaps leaving the banks at least 30% at risk. If the changes are 
made to raise the limit to $1 million and pay pro rata costs of 
liquidation, having the banks maintain a 30% interest in the transaction 
could be very prudent.

BLW/ss



SHALL ^CISii'iEas XbtfillXmAllCIf 
SBA NOTICE

NOTICE NO.5000_242 
TO: All RA's, ARA' b F&I, D D ' s , and ADD's F&I

2-10-89
EFFECTIVE

SUBJECT; Temporary limitation on use of SBA 7(a) ^loan proceeds for repayment of debt

The demand for 7(a) loan funds currently exceeds available 
amounts. In order to ease this shortage, effactive 
immediately, new applications for 7(a) business loan 
guarantees will be oubject to the following restrictions;

o Outstanding SBA loans will not ba refinanced with
new SBA loans. If a borrower requires additionalfunds, the new loan will ba so structured by 
reamortization or otherwise that tha existing loan remains outstanding,

o No reduction in a participant lender's exposure orof the exposure of other, lending institutions willbe permitted. Accordingly, where a participating lender increases its participation percentage to 
an extent sufficient to cover at least all of tha outstanding debt, SBA will extend its guaranty to 
that part of the loan which does not include the outstanding debt.

E x ample; a loan is approved for $400,000, of 
which 350,000 is- to pay dabt to tha participant, $50,000 ,to pay debt to another lendsr, and $300,000 is for the purchase of 
machinery and equipment. In this case a 25% participation would be required so that the 
lender's exposure in the loan will at least

EXPIRES 10/1/fl9 
SBA Form 1353 (3-83)

8 f t  M ‘HSYM I 1VHIH30 V8S • 11261 68 .6 *83J



equal tha loan amounts usad far pre-existing debt payment. An alternative would bo to 
reduce the loan by $50,000, eliminating 
payment of tho other lender iff the patricipant is unwilling to take more than 
15-%, and iff repayment ability would atill 
exist.

o Payment off trade payables is not considered debt 
repayment, but will be treated as working capital. Participating lenders may also continue 
to make interim advancas in anticipation of 
reimbursement from SBA financing, as provided in 
SOP 50-10, paragraph 2d.(4).

These debt pja.vmant-limitatlons are a temporary constraint 
to heIpnffaTrHTra-~tlre s h o v U g T o f  tu nd s . .in some regloni""' 
reatri^ttgmrTi'gVe already been gTrergtr o F ^ s bjt-jiAymenJL,—  
R w a v e f w r  must luve a“ tnjftsi3lfent N a t i o n a l  policy, The 
constraints are effective until further notice,
These restrictions epply to all categories of 7(a) loan guarantees. Development Company (502 and 504) guarantees 
are not afffected.
Any questions should be addressed to Everett Shell, . . . . . . . .  Business Loans (FT$ 651-6470)

! ) m ~ i v * A ^ N c  A < s ° A P r u M  ^ 0 l< ^
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AND EXPORT AUTHORITY
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1577 "C " STREET • SUITE 304 • ANCHORAGE, ALASKA 99501-5177 • (907) 274-1651

M E M O R A N D U M

TO; Board of Directors
Alaska Industrial Development and Export Authority

FROM; Bertram L. Wagnon 
Executive Director

DATE: February 27, 1989

SUBJECT: FEDERAL SMALL BUSINESS ADMINISTRATION PROGRAM (SBA)

Attached is a letter which impacts the Federal SBA program nationwide.

The effect of this directive is that the SBA will no longer allow 
outstanding SBA loans to be refinanced with new SBA loans. Additionally, 
no refinance which would result in a reduction of exposure of the 
participant or other lending institution ir permitted.

It was requested that a representative from the SBA be at cur Board 
meeting, however, they are in Washington, D.C. discussing this problem 
and could not attend.

BLW/ss
attachment



S9A NOTICE

TO; All RA's, ARA's P&I, DD's, and ADD'S F&I
NOTICE NO.5oqq»242

'S F&I
2-10-89

EFFECTIVE

SUBJECT; Temporary limitation on iL.e of SBA 7(a) loan 
proceeds for repayment of debt

The demand for 7(a) loan funds currently exceeds available 
amounts. In order to ease this shortage/ effective 
immediately/ new applications for 7(a) business loan 
guarantees will be subject to the following restrictions;

o Outstanding SBA loans will not be refinanced with
new SBA loans. If a borrower requires additional
funds, the new loan will be so structured by 
reamortization or otherwise that the existing loan 
remains outstanding.

o No reduction in a participant lender's exposure or
of thr> exposure of other lending institutions will
be permitted. Accordingly, where a participating 
lender increases its participation percentage to 
an extent sufficient to cover at least all of the 
outstanding debt, SBA will extend its guaranty to 
that part of the loan which does not include the 
outstanding debt.

Example: a loan is approved for $400,000, of
which $50,000 is to pay debt to the 
participant, $50,000 to pay debt to another 
lender, and $300,000 is for the purchase of 
machinery and equipment. In this case a 25% 
participation would be required so that the 
lender's exposure in the loan will at least

EXPIRES 1Q/l/89

SBA Form 1353 (3-83)
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e q u a l  the l o a n  amounts u sed  f o r  p r e - e x i s t i n g  
d e b t  payment.  An a l t e r n a t i v e  w ou ld  be to 
r e d u c e  the  l o a n  by $ 5 0 ,0 0 0 ,  e l i m i n a t i n g  
payment  o f  the o t h e r  l e n d e r  i f  the  
p a t r i c i p a n t  i s  u n w i l l i n g  to take  more th a n  
15%, and I f  repaym ent  a b i l i t y  wou ld  s t i l l  
e x i s t .

o Payment  o f  t r a d e  p a y a b l e s  i s  n o t  c o n s i d e r e d  d e b t  
r e p a y m e n t ,  bu t  w i l l  be t r e a t e d  a s  w o r k in g  
c a p i t a l .  P a r t i c i p a t i n g  l e n d e r s  may a l s o  c o n t i n u e  
t o  make i n t e r i m  a d v a n c e s  i n  a n t i c i p a t i o n  o f  
r e im b u r s e m e n t  from SBA f i n a n c i n g ,  as p r o v i d e d  i n  
SOP 5 0 - 1 0 ,  p a r a g r a p h  2d. (4 ) .

T he se  d e b t  payment  l i m i t a t i o n s  a r e  a t e m p o ra ry  c o n s t r a i n t  
t o  h e l p  manage the  s h o r t a g e  o f  f u n d s .  I n  some r e g i o n s  
r e s t r i c t i o n s  h ave  a l r e a d y  been  p l a c e d  on deb t  payment,  
However  we must  h a v e  a c o n s i s t e n t  n a t i o n a l  p o l i c y .  The 
c o n s t r a i n t s  a r e  e f f e c t i v e  u n t i l  f u r t h e r  n o t i c e .

T he se  r e s t r i c t i o n s  a p p l y  to  a l l  c a t e g o r i e s  o f  7 (a )  l o a n  
g u a r a n t e e s ,  D e v e lo p m e n t  Company (502 and 504) g u a r a n t e e s  
are  n o t  a f f e c t e d .

Any  q u e s t i o n s  s h o u l d  be a d d r e s s e d  to  E v e r e t t  S h e l l ,
" B u s i n e s s  L o a n s  (FTS 6 5 1 -6 4 7 0 )
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M M a rc h  3,  1989

SUBJECT:

TO:

FROM:

CSHB 1 2 3 (L&C)
(Work O rd e r  No.  g o 0799 hE )

R e p r e s e n t a t i v e  Dave  D o n le y ,  C h a i r  
L a b o r  and Commerce Committee

T h e r e s a  L .  B a n n i s t e r ^ 3  
L e g i s l a t i v e  C o u n s e l

The a b o v e - r e f e r e n c e d  com m it tee  s u b s t i t u t e  c o n t a i n s  t e c h n i c a l  
and  d r a f t i n g  change s  a s  w e l l  a s  th e  amendments r e q u e s t e d  b y  
t h e  com m ittee .  P l e a s e  a d v i s e  i f  y o u  w o u ld  l i k e  a l i s t  o f  
th e  t e c h n i c a l  and  d r a f t i n g  c h a n ge s .
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The Honorable Members vf the Alaska Legislature

SUBJECT: House Bill 123

The purpose of thi3 legislation is to the further the Alaska Industrial 
Development and Export Authority's efforts in promoting employment through 
resource development projects. The Authority has historically functioned as 
a correspondent to Alaskan banks, financing real „state mortgages in the 
service sector of the economy. This legislation is an attempt to redirect 
the Authority's efforts to achieve the goal of increased employment through 
industrial development, as the Authority's name indicates.

This redirection is an attempt to create new jobs and promote population 
growth within the State, providing assistance to the service sector currently 
suffering from a lack of demand. The definition of a development project as
defined in AS 44.88.900(9)(A), limits Authority ownership. This definition
stresses the primary resource industries, and accentuates transportation and 
infrastructure associated with those projects.

This legislation does not eliminate the essential framework whereby the 
Authority acts as a correspondent to Alaskan banks. The current banking
situation has curtailed many of the existing banks correspondent
relationships. It is critical that the Authority remain as an institute 
correspondent during these difficult times.

Pursuant to its purpose, all provisions of the bill accomplish at least one 
of the following four objectives.

1. Increase efforts in promoting resource development projects.

2. Amend existing statutes to allow utilization of the Authority's 
assets in pursuing the promotion of development projects.

3. Conform existing statutes to the 1986 Tax Act.

4. Reorganize, refine, and consolidate statutes of the Authority.



February 15, 1989

SECTIONAL ANALYSIS

Section 1. AS 44.88.010(a)(9);

There are three changes in this section. Two deletions of dated 
language that is no longer applicable, and an addition allowing the 
authority to participate in different types of ownership.

The deletions conform state to federal law and achieve the purpose 
of this legislation through the third stated objective; conform 
existing statutes to the 1986 Tax act.

The addition defines the necessary relationship possibilities 
between the Authority and other persons or entities. This achieves 
the purpose of this legislation through the first stated 
objective; Increase efforts in promoting resource development 
projects. Each project will face unique problems. Flexibility is 
needed to address and overcome such problems. Without this 
flexibility, the Authority's effectiveness in promoting resource 
development projects will be limited.

Section 2. AS 44.88.010(c):

There are two changes in this section. An addition sets forth the 
Authority's scope of providing financial support for or with 
various persons or entities, and a deletion of words that currently 
is unneccessary as written and could be viewed as applying only to 
exports.

Both the addition and the deletion achieve the purpose of this 
legislation through the first stated objective; increase efforts 
in promoting resource development projects.

Section ? AS 44.88.060;

The two additions in this section establish the scope of the 
revolving fund. The revolving fund is currently made up of two 
separate funds; the enterprise fund where loans are originated and 
financed through banks, and the economic fund designated for major 
development projects. These additions allow the Authority to 
create additional accounts wihtin the revolving fund, and transfer 
monies between accounts subject to bond-holder agreements. The 
investment powers are moved into the revolving fund allowing it to 
function as the general fund and be invested in accord with Title 
37.

These additions achieve the purpose of this legislation through the 
second stated objective; amend existing statutes to allow 
utilization of the Authority's assets in pursuing the promotion of 
resource development projects.



Section 4. AS 44.88.070:

The addition in this section defines the Authority's scope of 
owning and operating development projects; solely, by partnership, 
joint venture, or other agreement with another person. This 
addition achieves the purpose of this legislation through the first 
stated objective; increase efforts in promoting resource 
development projects.

This definition is necessary as the projects contemplated will 
require the flexibility to deal with differing forms of ownwership 
and operation.

Section 5. AS 44.88.080(14);

The two additions in this section broaden and conform the 
Authority's scope of powers with regard to development projects 
that are not standardized. These additions achieve the purpose of 
this legislation through the first stated objective; increase 
efforts in promoting resource development projects.

Section 6. AS 44.88:

This addition creates a new section, 44.88.095, BONDING 
LIMITATIONS. It consolidates all the Authority's statutory 
limitations regarding the issuance of bonds into one section. All 
provisions are the same and are merely moved from another section 
with one exception; the Authority will have the ability to issue 
bonds of $25 million or less to assist in the financing or 
operation of a development project without prior legislative 
approval. Local approval is still required under this section.

This section achieves the purpose of this legislation through the 
first and fourth stated objectives; increase efforts in promoting 
resource development projects, and reorganize, refine and 
consolidate statutes of the Authority.

Section 7. AS 44.88.105(a):

The deletion in this section eliminates the ceiling on bonds 
regarding the establishment of capital reserve funds. It also 
eliminates the state's moral obligation to supplement the capital 
reserve fund should it ever fall below the required amount. With 
this elimination of moral obligation, the bonds of the Authority 
will stand on their own and do not contingently obligate the State 
in any form whatsoever.

This deletion achieves the purpose of this legislation through the 
fourth stated objective; reorganize, refine, and consolidate 
statutes of the Authority. Since 1981 all bonds have had the 
benefit of the State's moral obligation. It is now appropriate 
that the Authority stand on its own financially.



Section 8. AS 44.88.105(d):

The addition in this section sets forth the date, Januaty 1, 1989 
after which no additional moral obligation bonds could be issued. 
This addition achieves the purpose of this legislation through the 
fourth stated objective; reorganize, refine, and consolidate 
statutes of the Authority.

Section 9. AS 44.88.155(c)

The deletion in this section moves the investment powers into the 
revolving fund. This change is in conjunction with those of 
section 3, and achieves the purpose of this legislation through the 
third stated objective; conform existing statutes to the 1986 Tax 
Act.

Section 10. AS 44.88.155(d):

There are two changes and one deletion in this section.

The first change allows the Authority to participate in development 
projects that previously have been beyond the Authority's financial 
scope. Increasing the loan limit on a project from $10 million to 
$25 million will allow the Authority to participate in larger 
projects strictly as a correspondent. Several tourism related 
projects have been beyond the $10 million limit. This change would 
allow Authority participation in these projects.

The second change requires that the principle amount of a loan held 
by the originator be increased from 10% to 20%. This would promote 
caution when banks contemplate selling their loans to the 
Authority. They will be responsible for holding a more significant 
portion of the credit and hopefully act accordingly.

The deletion will allow the Authority to become active in 
purchasing the guaranteed portion of federal SBA loans from banks. 
The revised investment statute, AS. 37.10.071, will permit the 
Authority to invest its funds in the guaranteed portion of federal 
SBA loans once the program restrictions are removed from statute. 
This flexibility is essential. The SBA modifies its program 
periodically, and casting the program in statute does not provide 
enough flexibility to maintain a market presence in these 
guarantees.

These changes achieve the purpose of this legislation through the 
fourth stated objective; reorganize, refine, and consolidate 
statutes of the Authority.



Section 11. AS 44.88.165:

This statute regarding loan delinquencies is repealed and 
reenacted. It allows the Authority to regulate conditions where it 
may discontinue purchase of loan participations from a financial 
institution because of excessive loan delinquencies. This revision 
is necessary to allow more financial institutions to participate in 
the authority's loan programs.

This reenactment achieves the purpose of this legislation through 
the fourth stated objective; reorganise, refine, and consolidate 
statutes of the Authority. Proposed regulations to implement this 
statute change are contianed in the appendix.

Section 12. AS 44.88.172(a):

Tha additions to this section establish the economic development 
account within the revolving fund. They define the scope for which 
the economic development account will be used; development 
projects. These additions achieve the purpose of this legislation 
through the first stated objective; increase efforts in promoting 
resource development projects.

Section 13. AS 44.88.900(4):

This section is repealed and reenacted thereby clarifying and 
defining a development project by inserting the word transporting 
as set forth in section 14. This acheives our purpose through the 
fourth stated objective; reorganize, refine, and consolidate 
statutes of the Authority.

Section 14. AS 44.88.900(9):

There is one addition and deletion pertaining to this section. The 
addition includes certain transportation facilities in the 
definition of a project, while the deletion eliminates the obsolete 
language from the tax code prior to the 1986 Tax Reform Act. These 
changes achieve the purpose of this legislation through the third 
and fourth stated objectives; conform existing statutes to the 
1986 Tax Act, and reorganize, refine, and consolidate statutes of 
the Authority.

Section 15. Repealed statutes:

AS 44.88.090(g) and (i), 44.88.105(e) and (g), 44.88.157,
44.88.158, 44.88.159(c), 44.88.160, 44.88.172(b) and (c),
44.88.175, 44.88.176, 44.88.212(a), and 44.88.900(3).

AS 44.88.090(g), 44.88.160, 44.88.172(c), 44.88.175, and 44.88.176 
are reenacted in substantially the same form and placed in Section 
6, Bonding Limitations.



AS 44.88.090(1) is repealed to allow the Authority to issue bonds 
after January 1, 1990.

AS 44.88.105(e) and (g) relate to the moral obligation provisions, 
that under this legislation, would terminate on January 1, 1989. 
The provisions of 44.88.105(e) duplicate those added by section 10, 
AS 44.88.155(d)(7)(A) of this legislation.

AS 44.88.159(c), 44.88.212(a), and 44.88.900(3) refer to AS
44.88.158, the small business enterprise loan account that is 
repealed under this legislation.

AS 44.88.158 provides authority that is already given in the 
investment powers (AS 37.10.071) in the revolving loan fund.

The deletion in section 10, page 8, line 10 will allow the 
Authority to become active once again in purchasing the guaranteed 
portion of federal SBA loans from banks. The revised investment 
statute, AS 37.10.071, will permit the Authority to invest its 
funds in the guaranteed portion of federal SBA loans once the 
program restrictions are removed from statute. This flexibility is 
essential. The SBA modifies its program periodically, and casting 
the program in statue does not provide enough flexibility to 
maintain a market presence in these guarantees.

AS 44.88.172(b) does not allow use of the Authority's assets for 
resource development project!, and is repealed.

The repealed statutes achieve the purpose of this legislation 
through the fourth stated objective; reorganize, refine and 
consolidate statutes of the Authority.

16.:

This section provides for an immediate effective date.



February 15, 1989

SUGGESTED SPONSOR AMENDMENTS

1. Section 2, AS 44.88.010(c):

Page 2, line 12; _federal, state) replaced with public.

REASON; Drafting oversight. Existing language would exclude 
participation with municipalities which could be benificial to both 
parties.

2. Section 6, new section 44.88.095:

A. Page 3, line 20 and 26; development inserted before the word 
"project" in two places.

B. Page 4, line 6; "Before entering into a lease or other 
agreement as provided in AS 44.88.090fe') regarding a project..."

C. Page 5, line 16; (aquisition) replaced with financing.

REASON; Drafting oversight. To conform to the definition section 
and affect proper word usage.

3. Section 10, AS 44.88.155(d):

Page 8, line 5; "..originator of the loan as long as the loan is 
outstanding."

REASON;

4. Section 11, AS 44.88.165:

Page 8, line 22; (the) replaced with its.

REASON; Drafting oversight.

5. Section 13, AS 44.88.900(4):

Page 9, line 11; ...(the same) as a "project" (, as defined)
described in paragraph ( 9 ) ( A )  of this section;

REASON; Drafting oversight.



HOW WILL THIS LEGISLATION FURTHER THE AUTHORITY’S EFFORTS IN PROMOTING 
RESOURCE DEVELOPMENT?

I. The Authority can own, operate, or construct facilities...

1. solely
2. by partnership
3. by joint venture
4. or through other agreements with persons for shared ownership

example;

To enhance development of the Beluga coal fields, a common 
transportation system accessible by all lease holders could 
provide a stimulous for further movement of this project. 
Financing and or partial ownership with the lease holders in this 
common system could reduce the costs of moving the coal to 
tidewater.

II. The Authority can provide financial support in the form of.

1.
2 .
3.

loan'-
gtsa;
ec/i-. i ': nvestments

example;

As in the above example, the Authority could be just a lender for 
such a coal transportation project or have an equity interest in 
the coal tranportation system in conjunction with others and be 
repaid by charging fees per ton of coal transported. Flexibility 
and a menu of options are necessary as each project will be 
different and present unique problems to overcome.



III. Bonding Limitations are reenacted into one section

CURRENT;

A. The Authority can not issue bonds in a total amount over 
$400 million during a 12 month period.

B. The Authority cannot issue bonds for a particular 
project within a 12 month period over $50 million.

C. Project bonds over $6 million require location approval 
from the city or borough where the project will be 
located.

D. Project bonds over $10 million require a public hearing 
as well as municipal approval.

In all cases, the Authority must find that;

1. The project is economically advantageous to the 
State and public welfare.

2. The project applicant is financially responsible.

3. increased demand on public utilities will be 
satisfied.

4. The project will provide or retain employment 
reasonably related to the amount of Authority 
financing.

5. The project is feasible enough to repay the bonds 
or loans.

6. The bond issuance will not adversely affect the 
marketability of other state bonds.



III. Bonding Limitations continued

PROPOSED;

A. The Authority can issue bonds up to $25 million to 
assist in the aquisition of a development project 
without prior legislative approval.

B. The State moral obligation on any future bonds issued by 
the Authority is eliminated.

C. The principle amount of a loan retained by the 
originator is increased from 10% to 20%.

D. The Authority can regulate conditions where they will no 
longer purchase loan participations from a financial 
institution as a result of excessive delinquencies.



IV. The Revolving Fund

CURRENT;

The Revolving Fund is comprised of two primary accounts: the 
Enterprise Development Account, and the Economic Development 
Account. All accounts are independant.

A. Enterprise Development Account; originated and financed 
through banks.

1. Restricted accounts

a. Capital Reserve Account

b. Business Assistance Account

c. Loan Insurance Account

2. Unrestricted accounts

a. Loan Collection Account

b. Investment Account

c. Federally Guaranteed Loan Account

B. Economic Development Account; major development 
projects - Red Dog Mine.

1. Restricted accounts

a. Capital Reserve Requirement Account

b. Sustaining Capital Account

2. Unrestricted accounts

a. Operation and Maintenance Account

b. Construction Revenue Account

c. Project Economic Development Account



IV. Revolving Fund Continued 

PROPOSED:

"Pool" all the unrestriced funds of both major accounts 
together to function as a general fund.

A. Restricted Accounts

1. Enterprise Development Account

a. Capital Reserce Account

b. Business Assistance Account

2. Economic Development Account

a. Capital Reserve Requirement Account

b. Sustaining Capital Account

B. Unrestricted Accounts

1. Loan Collection Account

2. Investment Account

3. Operation and Maintenance Account

4. Construction Revenue Account

5. Project Economic Development Account

i ** The Loan Insurance Account and the Federally Guaranteed 
Loan Account are repealed under this legislation.



TO: All RA's, ARA's FSI, D D ' b , and A

SBA NOTICE

2 -1 0 -8 9
EFFECTIVE

SUBJECT: Temporary limitation on use of SBA 7 (a) ,lo*nproceeds for repayment of debt

The demand for 7 (a) loan funds currently exceeds available 
amounts. In order to ease this shortage, effective 
immediately, new applications for 7(a) business loan 
guarantees will be subject to the following restrictions:

o outstanding s b a  loans will not be refinanced with
new SBA loans. If a borrower requires additionalfunds, the new loan will be so structured by 
reamortiration or otherwise that tha existing loan remains outstanding,

o No reduction in a participant lender's exposure orof the exposure of other, lending institutions will
be permitted. Accordingly, where a participating 
lender increases its participation percentage to 
an extent sufficient to cover at leaHt all of the 
outstanding d&bt, SSA will extend its guaranty to 
that part of the loan which does not include the outstanding debt.

E x ample: a loan is approved for $400,000, of
which $50,000 is- to pay Jabt to the participant, $50,000 .to pay debt to another lender, and $300,000 is for the purchase of 
machinery and equipment. In this case a 25% participation would be required so that the 
lender's exposure in the loan will at least

EXPIRES 1 0 /1 /8 9  

SBA Form 1353 (3-83)
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equal the loan amounts used for pre-existing debt payment. An alternative would bo to 
reduce the loan by $50,000, eliminating 
payment of the other lander if the pstricipant ia unwilling to take more than 
15^1, and if repayment ability would still exist.

o Payment of trade payables is not considered debt 
repayment, but will be treated as working capital. Participating lenders may also continue 
to make interim advances in anticipation of 
reimbursement from SBA financing, as provided in 
SOP 50-10, paragraph 2d.(4),

These debt payment limitations are a temporary constraint to help manage the shortage of funds, in some regions 
restrictions have already been placed on debt payment. 
However we must have a consistent national policy, The 
constraints are effective until further notice.
These restrictions apply to all categories of 7(a) loan guarantees. Development Company (502 and 504) guarantees 
»re not affected,
Any quaations should be addressed to Everett Shell,

Business Loans (FT$ 652-5470)

/ )  A^S* ftPpU)C,i ,T<»

^  Di^^T p v t f D i  ( y i f f T  N W \ r t ’f i t y t J  ^ 7
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P c in h it

Strut* piUM IwnN brew* bfll
JU N E A U  —  L eg is la tion  aim ed at 
exem ptin g boane b rew in g  from  
alcohoM iceasfcog la w s «n an ir»< w dy  
passed th e  Senate F rid a y  an d  w as 
referred  to  tha Hoa&sr. In  ISM  th e 
L eg isla tu re  ch an ged  th e fe d n lt k a  
o f  a lco h o lic  b ev era ges to  ln cia d e  
these th at a re  p r iv a te ly  produced. 
The a lia  w as to  d o s e  a  loop h o le  in  
the “ Local o p tio n ”  la w s, w h ich  f i r e  
m u n icip a lities the o p tion  o f  

ou tlaw in g  a lcoholIr b ev era ges. S ea . F a t P ou rcbot, 
D -A a d b o n g , said  S en ate B ill 127 w a s needed . 
because courts h ave In terp reted  th e la w  to  ban  
hom e brew in g la  a ll a reas odf the state, in clu d in g: 
those w here a lcoh olic b ev era ges a rc le g a L  A lthough  
Use state can issue licen ses fo r  h om e b iew in g . tbs 
A lcoh o lic  B everage an d  C on tro l B oard  hast d eclin ed  
to  d o  so . The w in e an d  b e e r  lo d g in g  com p etition  at 
th is y ea r 's  F ur R en dezvou s in  A n ch orage has beak  
can celed  pending & ch an ge in  th e law , P ou rcbot • 
sa id . U nder th e b ill, h om e brew in g  w ou ld  s till ba 
proh ib ited  In 'damp** an d  “ d r y ”  areas o f  the state, 
and m unJdpalM et co u ld  s t ill regu late it .
Fotssessiaa, con su m p tion  an d  sa le  o f  h om eb rew s to  
p eop le  under 21 w ou ld  b e  rem ain  JllegaL 1

• • i

BMwouMridtto faM  h a n ln
JU N EAU  — H ouse m em bers F rid a y  ap p roved, 
leg isla tion  that w ou ld  a llo w  the B oard  o f  G am e io  
adop t special .regu lation s to  a id  p h y sica lly  , d feab led  , 
p eo p le  w h o w aat to  hunt* o r  trap . “ It  arauld sim p ly . ; 
a llo w  the b a w d  to  le t a  sm all grou p  o f  pesplti w h o  
w ou ld  oth erw ise b e  u n a b le  to  h u at t o  u se a  w id w  
range o f  m ethods th a t co u ld  n o t he au th orised  f o r ,  
th e  general p u b lic ,”  sa id  G o v . S te w  C ow per, w h o 
su bm itted  the p ro p o sa l. T h e  g overn or gave the 
exam ple o f p ossib le  a llo w in g  h andicapped  p eop le  to

J u d d

h unt deer from  a  b o a t in  S ou th east, Insteed o f  
h a v in g  to  g o  ashore aa h  requ ired  u n der c o m m  
regu la tion s. “ P assage o f  H ou se B ill C2 dotes n ot 
m andate passage o f  th ese  reg u la tion s, but it 

"ce rta in ly  w ou ld  in d ica te  an  in ten t b y  the 
L eg isla tu re  that such  reg u la tion s b e  a d op ted /*  the 
D epartm ent o f  F ish  and G am e rep orted  in  its 
a n a lysis o f  th e b ilL  T h e  m easure passed  the H ouae 
36-1, m oves to  th a  Senate. T h e orig in a l v ersion  
o f  the b ill  a p p lied  t o  “ d isa b led  o r  m ed ica lly  
h an dicapped  pkracouuV a n d  a fte r  d iscu ssion  in  tha 
H ou se the m easure w as am endad to  a p p ly  to  • 
“ p e o p le  w ith  p h y sica l d isa b ilitie s .0
r *J . •
Cowptr wants export nrthorfty expanded

JU N E A U  —  G ov . S tev e  C ow per 
w an ts law m ak ers t o  expan d  tha 
p ow ers  o f  th e  A la sk a  Industrial 
D evelop m en t a n d  E x p ort A u th ority  
to  H a a  st resou rce developm en t 
p ro je cts . H ou se  B ill  123, w h ich  
C ow p er In trod u ced  F riday , w ou ld  
a llow  A ID E A  to  issu e u p  to  $23 
n p illioa  in  bon d s fo r  a  resource

  " , d ev e lop m en t p ro je ct  It in tends t o 1
Cowper t ow n  o r  op era te .' L eg isla tion  
a llow in g  th e h igh er b o n d in g  lim it a lse  w ou ld  
p erm it A ID E A  to  c e il b on d s fo r  such  p rojects 
w ith ou t leg isla tiv e  a p p rov a l Of each sp ecific  
p ro je ct. A n oth er section  o f  C o w p e r t  pcreposal 
w ou ld  requ ire ban k s to  ta k e  m ore  a f  th e risk  in  
loan s th ey  te ll to  A ID E A . T he m easure w ou ld  
d ou b le  th e percen tage o f  a  loa n  th at ban k s m ust 
b o ld  in  a Joint fin a n cin g  arran gem ent w ith  A ID E A , 
ra isin g  th e  le v e l fro m  10 p ercen t to  20 percen t. “ B y  
in creasin g  th is re q u ire m e n t. . .  it  is  h oped  that 
fin a n cia l in stitu tion s w ill  ca re fu lly  se lect th e 
p ro je cts  fo r  w h ich  th e y  w ill ex ten d  cred it,”  C ow p er 
said. :
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Introduced: 1/27/89
Referred: Labor & Commerce,
Judiciary and Finance
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BY THE RULES COMMITTEE BY 
REQUEST OF THE GOVERNOR

*V\
IN THE HOUSE

HOUSE BILL NO. 123 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to the Alaska Industrial Development

and Export Authority; and providing for an effective 

date."

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

* Section 1. AS 44.88.010(a)(9) is amended to read:

(9) the achievement of the goal of full employment, and of 

establishment and continuing operation and development of industrial, 

manufacturing, export, small business, and business enterprises in the ^  ^  

State [, INCLUDING, WITHOUT LIMITATION, FACILITIES FOR TRANSPORTATION,\f(>^

I

i\

FACILITIES FOR POLLUTION CONTROL AND WASTE DISPOSAL, FACILITIES FOR/7 J 
THE LOCAL FURNISHING OF GAS, FACILITIES FOR WATER, FACILITIES FOR ^

INDUSTRIAL PARKS, MASS COMMUTING VEHICLES, FACILITIES FOR LOCAL DIS-

TRICT HEATING OR COOLING, PARKING FACILITIES, OR A STORAGE OR TRAINING 

FACILITY RELATING TO A PLANT OR FACILITY,] will be accelerated and 

facilitated by the creation of an instrumentality of the state with 

powers to incur debt, to own and operate facilities, to enter into 

partnership, joint venture, and other agreements with other persons

lenders to make loans to finance, the establishment, operation, and A  « iV

with respect to the ownership, operation, or construction of facili 

ties, and to make and insure loans to finance, and to assist private H

business enterprises [, INCLUDING, WITHOUT LIMITATION, FACILITIES FOR ^

TRANSPORTATION, FACILITIES FOR POLLUTION CONTROL AND WASTE DISPOSAL, A }

development of industrial, manufacturing, export, small business, and \

FACILITIES FOR THE LOCAL FURNISHING OF GAS, FACILITIES FOR WATER, 
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1 FACILITIES FOR INDUSTRIAL PARKS, MASS COMMUTING VEHICLES, FACILITIES

2 FOR LOCAL DISTRICT HEATING OR COOLING, PARKING FACILITIES, OR A STCH-

3 AGE OR TRAINING FACILITY RELATING TO A PLANT OR FACILITY];

4 * Sec. 2. AS 44.88.010(c) is amended to read:

5 (c) It is further declared to be the policy of the state, in the

6 interests of promoting the health, security, and general welfare of

7 all the people of the state, and a public purpose cf the state, to

8 accomplish the objectives set out in (b) of this section through the

9 provision of financial support, in the form of loans, guarantees,

10 equity investments, or methods provided in this chapter, for or in

11 cooperation with, or through joint venture, partnership, or other

12 agreements with, federal, state, and private institutions [FOR THE

"T3 PURPOSE OF INCREASING THE EXPORT OF ALASKA GOODS, TALENT, RAW MATERI-

14 ALS, AND SERVICES].

15 * Sec. 3. AS 44.88.060 is amended to read:

16 Sec. 44.88.060. ALASKA INDUSTRIAL DEVELOPMENT AND EXPORT AUTHOR-

17 ITY REVOLVING FUND. The Alaska Industrial Development and Export

18 Authority revolving fund is established in the authority. The revolv-

19 ing fund consists of appropriations made to the revolving fund by the

20 legislature, money or other assets transferred to the revolving fund

21 by the authority, and unrestricted payments on loans made or purchased

22 by the authority. Unless otherwise expressly stated, the accounts

23 created in this chapter are accounts in the revolving fund. The

24 authority may create additional accounts either in the revolving fund

25 or outside the revolving fund. Subject to agreements made with the

26 holders of the autnority's bonds or with other persons, the authority

27 may transfer amounts in an account in the revolving fund to any other

28 account in the revolving fund. Amounts deposited in the revolving

29 fund may be pledged to the payment of bonds of the authority or

riu 123 -2- HB0123A



1 expended for the purposes of the authority under this chapter. The

2 authority has the powers and responsibilities set out in AS 37.10.071

3 with respect to the investment of amounts held in the revolving fund.

4 * Sec. 4. AS 44.88.070(2) is amended to read:

5 (2) owning and operating, either solely or by partnership.

6 joint venture, or other agreement with another person, the enterprises

7 and other facilities described in AS 44.88.172;

8 * Sec. 5. AS 44.88.080(14) is amended to read:

9 (14) to acquire, manage, and operate projects, and to enter

10 into agreements with other persons for shared ownership, operation, or

11 construction of projects, as the authority considers necessary or

12 appropriate to serve a public purpose or to exercise its powers under

13 this chapter:

14 * Sec. 6. AS 44.88 is amended by adding a new section to read:

15 Sec. 44.88.095. BONDING LIMITATIONS. (a) The authority may not

16 issue bonds in any 12-month period in an amount that exceeds

17 $400,000,000.

18 (b) The authority may not issue revenue bonds, otbar than re-

19 funding bonds, to purchase a loan for a project under AS 44.88.155 --

20 44.88.159, to acquire a project or an interest in a project under

21 AS 44.88.172 -- 44.88.177 or to provide money to finance, guarantee,

22 or insure an exporting transaction under AS 44.88.300 -- 44.88.390 in

23 an amount greater than $50,000,000 during any 12-month period unless

24 the issuance is included separately in the estimates required in the

25 report of the authority under AS 44.88.210(b) and unless the legisla-

26 ture, by law, approves the issuance.

27 (c) Before entering into a lease or other agreement as provided

28 in AS 44.88.090(e) regarding a project for which the authority agrees

29 to issue bonds in an amount in excess of $6,000,000, there must be
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filed with the authority a certified copy of a resolution of the

governing body of the political subdivision of the state, if any, in

which the project is to be located, consenting co the location of the 

project. The consent need only refer to the general nature of the

project ultimately to be acquired, as set out in a request of the pro­

posed project applicant. Before entering into a project, the author­

ity must find, on the basis of all information reasonably available to 

it, that

(1) the projoct and its development under this chapter will 

be economically advantageous to the state and the general public 

welfare and will contribute to the economic growth of the state;

(2) the project applicant is financially responsible;

(3) provision to meet increased demand upon public facili­

ties, which might result from the project, is reasonably assured; and

(4) the project will provide, or retain, employment reason­

ably related to the amount of the financing by the authority, con­

sidering the amount of investment per employee for comparable facil­

ities and other relevant factors.

(d) Before entering into an agreement to finance or to develop a 

proposed project with a cost in excess of $10,000,000 financed under 

AS 44.88.172 for which bonds must be issued, the authority shall 

obtain the approval of aach Regional Resource Advisory Council 

(AS 44.88.174) or municipality in the area in which the proposed 

project is to be located. Approval under this subsection must be 

evidenced by a certified copy of a resolution of the council or of the 

governing body of the municipality. Before considering a resolution 

regarding the approval or rejection of the development or financing of 

a proposed project as required by this subsection a Regional Resource 

Advisory Council shall conduct a public hearing in the region. If a
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1 proposed project is located in a municipality, the governing body of

2 the municipality shall conduct a hearing on the proposed project.

3 (e) Before adopting a resolution approving a project to be

4 financed under AS 44.88.172 for which bonds must be issued, the au-

5 thority shall, on the basis of all information reasonably available to

6 it, make findings, with respect to the project, as described in

7 (c)(1), (2), (3), and (4) of this section, and also find that

8 (1) the project is economically and financially feasible

9 and able to produce revenue adequate to repay the bonds or loans with

10 which it is financed;

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

12 (3) issuance of the bonds is not expected to adversely

13 affect the ability of the state or any political subdivision of the

14 state to market o t ^ r  bonds.

15 (f) The authority may not issue bonds in an amount greater than

16 §25,000,000 to assist in the acquisition of a development project

17 under AS 44.88.172 -- 44.88.177 without prior legislative approval.

18 * Sec. 7. AS 44.88.105(a) is amended to read:

19 (a) For the purpose of securing one or more issues of its bonds,

20 the authority may establish one or more special funds, called "capital

21 reserve funds", and shall pay into those capital reserve funds the

22 proceeds of the sale of its bonds and other money which may be made

23 available to the authority from other sources for the purposes of the

24 capital reserve funds. A capital reserve fund may be established only

25 if the authority determines that the establishment of the fund would

26 enhance the marketability of the bonds [, AND IF THOSE COSTS OF A

27 PROJECT, AS DEFINED IN AS 44.88.900, WHICH ARE TO BE FINANCED WITH THE

28 PROCEEDS OF THE BONDS, DO NOT EXCEED §10,000,000]. Money in a capital

29 reserve fund, except as provided in this section, may be used as
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1 required only for (1) the payment of the principal of, and interest

2 on, bonds or of the sinking fund payments with respect to those bonds;

3 (2) the purchase or redemption of the bonds; or (3) the payment of a

4 redemption premium required to be paid when the bonds are redeemed

5 before maturity. However, money in a capital reserve fund may not be

6 withdrawn if the withdrawal would reduce the amount in the capital

7 reserve fund to less than the capital reserve fund requirement, except

8 for the purpose of making payment, when due, of principal, interest,

9 redemption premiums on the bonds, and sinking fund payments when other

10 money of the authority is not available for the payments. Income or

11 interest earned by, or increment to, a capital reserve fund, from the

12 investment of all or part of the fund, may be transferred by the

13 authority to other funds or accounts of the authority if the transfer

14 does not reduce the amount of the capital reserve fund below the

15 capital reserve fund requirement.

16 * Sec. 8. AS 44.88.105(d) is amended tc read:

17 (d) With respect to a capital reserve fund created under this

18 section no later than January 1, 1989, the [THE] chairman of the au-

19 thority shall annually, no later than January 2, certify in writing to

20 the governor and the legislature the amount, if any, required to re-

21 store the [A] capital reserve fund to the capital reserve fund re-

22 quirement. The legislature may appropriate to the authority the

23 amount certified by the chairman of the authority. The authority

24 shall deposit the amounts appropriated under this subsection during a

25 fiscal year in the proper capital reserve fund. Nothing in this

26 section creates a debt or liability of the state.

27 * Sec. 9. AS 44.88.155(c) is amended to read:

28 (c) Money and other assets of the enterprise development account

29 may be used to secure bonds of the authority issued to finance the
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1 purchase of loans for projects [AND SHALL BE HELD AND INVESTED BY THE

2 AUTHORITY IN ACCORDANCE WITH AS 37.10.071] or shall be used to pur-

3 chase loans for projects.

4 * Sec. 10. AS 44.88.155(d) is amended to read:

5 (d) A loan purchased in whole or in part by the authority with

6 assets of the enterprise development account or with proceed:, of bonds

7 secured by assets of the enterprise development account, other than a

8 loan which is financed with the proceeds of bonds of the authority and

9 secured only by a project applicant or a project,

10 (1) may not exceed $25,000,000

11 [(A) $10,000,000; OR

12 (B) $500,000 IF THE LOAN IS PURCHASED UNDER AS 44.88.-

13 158];

14 (2) may not exceed the cost of the project or 75 percent of

15 the appraised value of the project, whichever is less, unless the

16 amount of the loan in excess of this limit is federally insured or

17 guaranteed or is insured by a qualified mortgage insurance company;

18 (3) may not be for a term longer than three-quarters of the

19 authority's estimate of the life of the project or 25 years from the

20 date the loan is made, whichever is earlier;

21 (4) shall contain complete amortization provisions satis-

22 factory to the authority requiring periodic payments by the borrower;

23 (5) shall be in the form and contain the terms and provi-

24 sions with respect to insurance, repairs, alterations, payment of

25 taxes and assessments, default reserves, delinquency charges, default

26 remedies, acceleration of maturity, secondary liens, and other matters

27 the authority prescribes;

28 (6) shall be secured as to repayment by a mortgage or other

29 security instrument in the manner the authority determines is feasible
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1 to assure timely repayment under a loan agreement entered into with

2 the borrower;

3 (7) may not be made unless

4 (A) at least 20 [10] percent of the principal amount

5 of the loan is retained by the originator of the loan; or

6 (B) 100 percent of the principal amount of the loan is

7 guaranteed by the United States or an agency or instrumentality

8 of the United States;

9 (8) must be

10 [(A) AT LEAST PARTIALLY GUARANTEED BY THE UNITED STATES

11 OR AN AGENCY OR INSTRUMENTALITY OF THE UNITED STATES, SUBJECT TO

12 THE PROVISIONS OF AS 44.88.158;]

13 (B) financed from the proceeds of bonds; or

14 (C) expected by the authority to be financed from the

15 proceeds of bonds.

16 * Sec. 11. AS 44.88.165 is repealed and reenacted to read:

17 Sec. 44.88.165. DELINQUENT LOANS. The authority shall adopt

18 regulations to describe the circumstances under which it will discon-

19 tinue purchasing loans from a financial institution because of exces-

20 sive delinquencies among the loans previously purchased by the author-

21 ity from the financial institution. In adopting the regulations, the

22 authority must consider the delinquency experience with loans it pur-

23 chased from all financial institutions. The authority may include in

24 the regulations other remedies it considers appropriate as alterna-

25 tives to the discontinuance of purchasing loans from the financial

26 institution.

27 * Sec. 12. AS 44.88.172(a) is amended to read:

28 (a) The economic development account is established in the re-

29 volving fund. The economic development account consists of money or
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1 assets appropriated, loaned, or transferred to the authority for

2 deposit in the account [,] and other money or assets deposited in the

3 account by the authority. While money is on deposit in the economic

4 development account, it [THE ACCOUNT] may be used only to finance,

5 acquire, manage, and operate development projects that the authority

6 intends to own and operate either solely or by partnership. joint

7 venture, or other agreement with another person. The term "operate"

8 includes operation, directly by the authority[,] or by an agent of the

9 authority.

10 * Sec. 13. AS 44.88.900(4) is repealed and reenacted to read:

11 (4) "development project" means the same as "project," as

12 defined in this section;

13 * Sec. 1.4. AS 44.88.900(9) is amended to read:

14 (9) "project" means

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

16 [(i)] in connection with making, processing, pre-

17 paring, transporting, or producing in any manner, goods,

18 products^ or substances of any kind or nature or in connec-

19 tion with developing or utilizing a natural resource, or

20 extracting, smelting, transporting, converting, assembling^

21 or producing in any manner, minerals, raw materials, chemi-

22 cals, compounds, alloys, fibers, commodities and materials,

23 products^ or substances of any kind or nature;

24 [(ii) AS AN INDUSTRIAL PARK; III CONNECTION WITH

25 TRANSPORTATION; FOR THE PREVENTION, LIMITATION OR CONTROL OF

26 POLLUTION; FOR THE DISPOSAL OF SEWAGE OR SOLID WASTE; FOR

<7 THE LOCAL FURNISHING OF GAS; FOR THE FURNISHING OF WATER; AS

2fc OR IN CONNECTION WITH MASS COMMUTING VEHICLES; FOR LOCAL

29 DISTRICT HEATING OR COOLING; AS A PARKING FACILITY; OR AS A
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