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f i n a n c i a l  i n s t i t u t i o n .

* Se c .  14. A S  4 4 . 8 8 . 1 7 2 ( a )  is a m e n d e d  to r e a d :

(a) T h e  e c o n o m i c  d e v e l o p m e n t  a c c o u n t  is e s t a b l i s h e d  in the 

r e v o l v i n g  f u n d .  T h e  e c o n o m i c  d e v e l o p m e n t  a c c o u n t  c o n s i s t s  o f  m o n e y  or 

a s s e t s  a p p r o p r i a t e d ,  l o a n e d ,  o r  t r a n s f e r r e d  t o  t h e  a u t h o r i t y  f o r  

d e p o s i t  in t h e  a c c o u n t  [,] a n d  o t h e r  m o n e y  o r  a s s e t s  d e p o s i t e d  in t h e  

a c c o u n t  b y  t h e  a u t h o r i t y .  W h i l e  m o n e y  is o n  d e p o s i t  in t h e  e c o n o m i c  

d e v e l o p m e n t  a c c o u n t ,  t h e  m o n e y  [ T H E  A C C O U N T ]  m a y  b e  u s e d  o n l y  to 

f i n a n c e ,  a c q u i r e ,  m a n a g e ,  a n d  o p e r a t e  d e v e l o p m e n t  p r o j e c t s  t h a t  t h e  

a u t h o r i t y  i n t e n d s  t o  o w n  a n d  o p e r a t e .  T h e  t e r m  " o p e r a t e "  i n c l u d e s  

o p e r a t i o n  d i r e c t l y  b y  t h e  a u t h o r i t y  [,] o r  b y  a n  a g e n t  o f  t h e  a u t h o r ­

ity.

* Sec. 15. A S  4 4 . 8 8 . 5 3 5 ( b )  is a m e n d e d  to r e a d :

(b) T h e  a u t h o r i t y  m a y  p r o v i d e  a g u a r a n t e e  f r o m  t h e  f u n d  f o r  u p

to 8J3 [701 p e r c e n t  o f  a l o a n  t h a t  q u a l i f i e s  u n d e r  A S  4 4 . 8 8 . 5 0 0  -

4 4 . 8 8 . 5 9 9 .  T h e  r a t i o  o f  t h e  g u a r a n t e e  t o  t h e  o u t s t a n d i n g  p r i n c i p a l  o f  

t h e  l o a n  m a y  n o t  i n c r e a s e  o v e r  t h e  t e r m  o f  t h e  l o a n .

* S e c . 16. A S  4 4 . 8 8 . 5 4 5  is a m e n d e d  to r e a d :

S e c .  4 4 . 8 8 . 5 4 5 .  L I M I T A T I O N S  O F  G U A R A N T E E S  W I T H  R E S P E C T  T O  B O R ­

R O W E R S .  T h e  a u t h o r i t y  m a y  n o t  p r o v i d e  a g u a r a n t e e

(1) [A L O A N ]  o f  m o r e  t h a n  $ 1 , 0 0 0 , 0 0 0 ;

(2) [ L O A N S ]  t o  a n  i n d i v i d u a l  b o r r o w e r  t h a t  c u m u l a t i v e l y  

e x c e e d s  [ E X C E E D ]  $ 1 , 0 0 0 , 0 0 0  o f  g u a r a n t e e d  i n d e b t e d n e s s .

* Se c .  17. A S  4 4 . 8 8 . 5 6 0  is a m e n d e d  to r e a d :

Sec. 4 4 . 8 8 . 5 6 0 .  P O W E R S  O F  T H E  A U T H O R I T Y .  T h e  a u t h o r i t y  m a y

(1) a d o p t  r e g u l a t i o n s  to i m p l e m e n t  A S  4 4 . 8 8 . 5 0 0  - 4 4 . 8 8 . -

599;

(2) e s t a b l i s h  t e r m s  a n d  c o n d i t i o n s  f o r  l o a n  g u a r a n t e e s  a n d  

r e f i n a n c i n g  a g r e e m e n t s  s u b j e c t  t o  t h e  r e q u i r e m e n t s  o f  A S  4 4 . 8 8 . 5 0 0  -



(3) m a k e  a n d  e x e c u t e  c o n t r a c t s  a n d  o t h e r  i n s t r u m e n t s  to

i m p l e m e n t  A S  4 4 . 8 8 . 5 0 0  - 4 4 . 8 8 . 5 9 9 ;

(4) c h a r g e

(A) o n e  p e r c e n t  o f  t h e  a m o u n t  g u a r a n t e e d  f o r  t h e

s e r v i c e  it p r o v i d e s  u n d e r  A S  4 4 . 8 8 . 5 0 0  - 4 4 . 8 8 . 5 9 9 ;  a n d

(B) a n y  o t h e r  r e a s o n a b l e  f e e  t h a t  t h e  a u t h o r i t y  m a y  

e s t a b l i s h  b y  r e g u l a t i o n ;

(5) a c q u i r e  r e a l  o r  p e r s o n a l  p r o p e r t y  b y  p u r c h a s e ,  t r a n s ­

fer, o r  f o r e c l o s u r e  w h e n  t h e  a c q u i s i t i o n  is n e c e s s a r y  to p r o t e c t  a n  

i n t e r e s t  i n  t h e  f u n d ;  a n d

(6) e x e r c i s e  a n y  o t h e r  p o w e r  n e c e s s a r y  t o  i m p l e m e n t  A S  4 4 . -  

8 8 . 5 0 0  - 44 .88 . 599j_

(7) t o  t h e  e x t e n t  t h e  a u t h o r i t y  c o n s i d e r s  it t o  b e  i n  i t s  

b e s t  i n t e r e s t  t o  d o  so, u s e  m o n e y  i n  t h e  b u s i n e s s  a s s i s t a n c e  f u n d  to 

p a y  e x p e n s e s  r e l a t i n g  to t h e  l i q u i d a t i o n  o f  c o l l a t e r a l  s e c u r i n g  l o a n s  

g u a r a n t e e d  b y  t h e  b u s i n e s s  a s s i s t a n c e  f u n d .

* S e c .  18. A S  4 4 . 8 8 . 9 0 0 ( 4 )  is r e p e a l e d  a n d  r e e n a c t e d  to r e a d :

(4) " d e v e l o p m e n t  p r o j e c t "  h a s  t h e  m e a n i n g  g i v e n  t o  " p r o j ­

e c t "  i n  ( 9 ) (A) o f  t h i s  s e c t i o n ;

* S e c .  19. A S  4 4 . 8 8 . 9 0 0 ( 9 )  is a m e n d e d  t o  r e a d :

(9) " p r o j e c t "  m e a n s

(A) a p l a n t  o r  f a c i l i t y  u s e d  or i n t e n d e d  f o r  u s e

[ ( i )] i n  c o n n e c t i o n  w i t h  m a k i n g ,  p r o c e s s i n g ,  p r e ­

p a r i n g ,  t r a n s p o r t i n g ,  o r  p r o d u c i n g  i n  a n y  m a n n e r ,  g o o d s ,  

p r o d u c t s ^  o r  s u b s t a n c e s  o f  a n y  k i n d  o r  n a t u r e  o r  i n  c o n n e c ­

t i o n  w i t h  d e v e l o p i n g  o r  u t i l i z i n g  a n a t u r a l  r e s o u r c e ,  o r  

e x t r a c t i n g ,  s m e l t i n g ,  t r a n s p o r t i n g ,  c o n v e r t i n g ,  a s s e m b l i n g ^  

o r  p r o d u c i n g  i n  a n y  m a n n e r ,  m i n e r a l s ,  r a w  m a t e r i a l s ,

44.88 .599 ;
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c h e m i c a l s ,  c o m p o u n d s ,  a l l o y s ,  f i b e r s ,  c o m m o d i t i e s  a n d  m a t e ­

r i a l s ,  p r o d u c t s ^  or s u b s t a n c e s  o f  a n y  k i n d  o r  n a t u r e ;

[(ii) A S  A N  I N D U S T R I A L  P A R K ;  IN C O N N E C T I O N  W I T H  

T R A N S P O R T A T I O N ;  F O R  T H E  P R E V E N T I O N ,  L I M I T A T I O N  O R  C O N T R O L  O F

P O L L U T I O N ;  F O R  T H E  D I S P O S A L  O F  S E W A G E  O R  S O L I D  W A S T E ;  F O R

T H E  L O C A L  F U R N I S H I N G  O F  G A S ;  F O R  T H E  F U R N I S H I N G  O F  W A T E R ;  A S  

O R  IN C O N N E C T I O N  W I T H  M A S S  C O M M U T I N G  V E H I C L E S ;  F O R  L O C A L  

D I S T R I C T  H E A T I N G  O R  C O O L I N G ;  A S  A  P A R K I N G  F A C I L I T Y ;  O R  A S  A  

S T O R A G E  O R  T R A I N I N G  F A C I L I T Y  D I R E C T L Y  R E L A T E D  T O  A  P L A N T  O R  

F A C I L I T Y  D E S C R I B E D  I N  T H I S  P A R A G R A P H ; ]

(B) a p l a n t  o r  f a c i l i t y  u s e d  o r  i n t e n d e d  f o r  u s e  in 

c o n n e c t i o n  w i t h  a b u s i n e s s  e n t e r p r i s e ;

(C) c o m m e r c i a l  a c t i v i t y  b y  a s m a l l  e n t e r p r i s e ;

* Se c .  20. A S  4 4 . 8 8 . 0 9 0 ( g ) , 4 4 . 8 8 . 0 9 0 (i) , 4 4 . 8 8 . 1 0 5 ( e ) ,  4 4 . 8 8 . 1 0 5 ( g ) ,

4 4 . 8 8 . 1 5 7 ,  4 4 . 8 8 . 1 5 8 ,  4 4 . 8 8 . 1 5 9 ( c ) ,  4 4 . 8 8 . 1 6 0 ,  4 4 . 8 8 . 1 7 2 ( b ) ,  4 4 . 8 8 . 1 7 2 ( c ) ,  

4 4 . 8 8 . 1 7 5 ,  4 4 . 8 8 . 1 7 6 ,  4 4 . 8 8 . 2 1 2 ( a ) ,  a n d  4 4 . 8 8 . 9 0 0 ( 3 )  a r e  r e p e a l e d .

* Sec. 21. A S  4 4 . 8 8 . 0 9 5 ( b )  is r e p e a l e d .

* Sec. 22. S e c t i o n s  7 a n d  21 o f  t h i s  A c t  t a k e  e f f e c t  J a n u a r y  1, 1992.

* Sec. 23. S e c t i o n s  1 - 6 a n d  8 - 20 o f  t h i s  A c t  t a k e  e f f e c t  i m m e d i ­

a t e l y  u n d e r  A S  0 1 . 1 0 . 0 7 0 ( c ) .

S C S  C S H B  1 2 3 ( 2 d  L & C ) - 1 2 -
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LEGISLATIVE A F F A I R S  A G E N C Y

M E M O R A N D U M  M a y  7, 1989

S U B J E C T :  A d d i t i o n a l  c h a n g e s  to S C S  C S H B  1 2 3 (L&C)

TO: S e n a t o r  D i c k  E l i a s o n
C h a i r ,  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

F R O M :  T h e r e s a  L. B a n n i s t e r ^ - 1-'1
L e g i s l a t i v e  C o u n s e l

T h i s  m e m o  a c c o m p a n i e s  t h e  d r a f t  o f  t h e  a b o v e - r e f e r e n c e d  b i l l  
t h a t  y o u  r e q u e s t e d .  Y o u r  a d d i t i o n  o f  a s e c t i o n  w o u l d  
n o r m a l l y  r e q u i r e  r e n u m b e r i n g  t h e  s u b s e q u e n t  b i l l  s e c t i o n s .  
H o w e v e r ,  y o u r  d r a f t  d i d  n o t  n e e d  t h e  u s u a l  r e n u m b e r i n g ,  
s i n c e  C S H B  1 2 3 ( J u d )  a m  n e e d e d  s o m e  t e c h n i c a l  a d j u s t m e n t s  d u e  
t o  t h e  a m e n d m e n t s  m a d e  b y  t h e  h o u s e .  Y o u r  d r a f t  d o e s  n o t  
c o n t a i n  t h e  s e c t i o n  ( f o r m e r  sec. 4) t h a t  w a s  d e l e t e d  o n  t h e  
f l o o r  o f  t h e  h o u s e ,  a l t h o u g h  it a p p e a r s  i n  t h e  C S H B  123 
(Jud) a m  v e r s i o n .  T h e  e f f e c t i v e  d a t e  s e c t i o n s  (secs. 23 a n d  
24) h a v e  b e e n  a d j u s t e d  t o  r e f l e c t  t h e  a m e n d m e n t s  a n d  y o u r  
n e w  s e c t i o n .

I f  I m a y  b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  a d v i s e .

T B  :kb 
w k k 5 / 0 1 7

E n c l o s u r e
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B a n n i s t e r  

5 / 7 / 8 9

O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

B Y  T H E  L A B O R  A N D
IN T H E  H O U S E  C O M M E R C E  C O M M I T T E E

S E N A T E  C S  F O R  C S  F O R  H O U S E  B I L L  NO. 123 (L&C)

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

S I X T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

A  B I L L

F o r  an A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t

a n d  E x p o r t  A u t h o r i t y ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  

d a t e .11

BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  4 4 . 8 8 . 0 1 0 ( a ) ( 9 )  is a m e n d e d  to r e a d :

(9) t h e  a c h i e v e m e n t  o f  t h e  g o a l  o f  f u l l  e m p l o y m e n t ,  a n d  of 

e s t a b l i s h m e n t  a n d  c o n t i n u i n g  o p e r a t i o n  a n d  d e v e l o p m e n t  o f  i n d u s t r i a l ,  

m a n u f a c t u r i n g ,  e x p o r t ,  s m a l l  b u s i n e s s ,  a n d  b u s i n e s s  e n t e r p r i s e s  in the 

s t a t e  [, I N C L U D I N G ,  W I T H O U T  L I M I T A T I O N ,  F A C I L I T I E S  F O R  T R A N S P O R T A T I O N ,  

F A C I L I T I E S  F O R  P O L L U T I O N  C O N T R O L  A N D  W A S T E  D I S P O S A L ,  F A C I L I T I E S  F O R  

T H E  L O C A L  F U R N I S H I N G  O F  G A S ,  F A C I L I T I E S  F O R  W A T E R ,  F A C I L I T I E S  F O R  

I N D U S T R I A L  P A R K S ,  M A S S  C O M M U T I N G  V E H I C L E S ,  F A C I L I T I E S  F O R  L O C A L  D I S ­

T R I C T  H E A T I N G  O R  C O O L I N G ,  P A R K I N G  F A C I L I T I E S ,  O R  A  S T O R A G E  O R  T R A I N I N G  

F A C I L I T Y  R E L A T I N G  T O  A  P L A N T  O R  F A C I L I T Y , ]  w i l l  b e  a c c e l e r a t e d  a n d  

f a c i l i t a t e d  b y  t h e  c r e a t i o n  o f  a n  i n s t r u m e n t a l i t y  o f  t h e  s t a t e  w i t h  

p o w e r s  to i n c u r  d e b t ,  to o w n  a n d  o p e r a t e  f a c i l i t i e s ,  t o  m a k e  a n d  

i n s u r e  l o a n s  to f i n a n c e  [,] a n d  to a s s i s t  p r i v a t e  l e n d e r s  t o  m a k e  

l o a n s  to f i n a n c e  [,] t h e  e s t a b l i s h m e n t ,  o p e r a t i o n ,  a n d  d e v e l o p m e n t  o f  

i n d u s t r i a l ,  m a n u f a c t u r i n g ,  e x p o r t ,  s m a l l  b u s i n e s s ,  a n d  b u s i n e s s  e n t e r ­

p r i s e s  (, I N C L U D I N G ,  W I T H O U T  L I M I T A T I O N ,  F A C I L I T I E S  F O R  T R A N S P O R T A ­

T I O N ,  F A C I L I T I E S  F O R  P O L L U T I O N  C O N T R O L  A N D  W A S T E  D I S P O S A L ,  F A C I L I T I E S  

F O R  T H E  L O C A L  F U R N I S H I N G  O F  G A S ,  F A C I L I T I E S  F O R  W A T E R ,  F A C I L I T I E S  F O R  

I N D U S T R I A L  P A R K S ,  M A S S  C O M M U T I N G  V E H I C L E S ,  F A C I L I T I E S  F O R  L O C A L  D I S ­

T R I C T  H E A T I N G  O R  C O O L I N G ,  P A R K I N G  F A C I L I T I E S ,  O R  A  S T O R A G E  O R  T R A I N I N G

- 1 -  S C S  C S H B  1 2 3 (L&C)
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F A C I L I T Y  R E L A T I N G  T O  A  P L A N T  O R  F A C I L I T Y ] ;

* Sec. 2. A S  A A . 8 8 . 0 1 0 ( c )  is a m e n d e d  to r e a d :

(c) It is f u r t h e r  d e c l a r e d  to b e  t h e  p o l i c y  o f  t h e  s t a t e ,  in the

i n t e r e s t s  o f  p r o m o t i n g  t h e  h e a l t h ,  s e c u r i t y ,  a n d  g e n e r a l  w e l f a r e  o f

a l l  t h e  p e o p l e  o f  t h e  s t a t e ,  a n d  a p u b l i c  p u r p o s e  o f  t h e  s t a t e ,  to 

a c c o m p l i s h  t h e  o b j e c t i v e s  s e t  o u t  in (b) o f  t h i s  s e c t i o n  t h r o u g h  the 

p r o v i s i o n  o f  f i n a n c i a l  s u p p o r t  to a [IN C O O P E R A T I O N  W I T H ]  f e d e r a l ,

s t a t e ,  m u n i c i p a l ,  o r  [AND] p r i v a t e  e n t i t y  [ I N S T I T U T I O N S  F O R  T H E  P U R ­

P O S E  O F  I N C R E A S I N G  T H E  E X P O R T  O F  A L A S K A  G O O D S ,  T A L E N T ,  R A W  M A T E R I A L S ,  

A N D  S E R V I C E S ] .

* Se c .  3. A S  A A . 8 8 . 0 6 0  is a m e n d e d  to r e a d :

Sec. A A . 8 8 . 0 6 0 .  A L A S K A  I N D U S T R I A L  D E V E L O P M E N T  A N D  E X P O R T  A U ­

T H O R I T Y  R E V O L V I N G  F U N D .  T h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  a n d  E x p o r t  

A u t h o r i t y  r e v o l v i n g  f u n d  is e s t a b l i s h e d  i n  the a u t h o r i t y .  T h e  r e v o l v ­

i n g  f u n d  c o n s i s t s  o f  a p p r o p r i a t i o n s  m a d e  t o  the r e v o l v i n g  f u n d  b y  the 

l e g i s l a t u r e ,  m o n e y  o r  o t h e r  a s s e t s  t r a n s f e r r e d  t o  t h e  r e v o l v i n g  f u n d  

b y  t h e  a u t h o r i t y ,  a n d  u n r e s t r i c t e d  p a y m e n t s  on l o a n s  m a d e  o r  p u r c h a s e d  

b y  t h e  a u t h o r i t y .  U n l e s s  o t h e r w i s e  e x p r e s s l y  s t a t e d ,  t h e  a c c o u n t s  

c r e a t e d  in t h i s  c h a p t e r  a r e  a c c o u n t s  i n  the r e v o l v i n g  f u n d .  T h e  

a u t h o r i t y  m a y  c r e a t e  a d d i t i o n a l  a c c o u n t s  e i t h e r  in t h e  r e v o l v i n g  f u n d  

o r  o u t s i d e  t h e  r e v o l v i n g  fun d .  S u b j e c t  to a g r e e m e n t s  m a d e  w i t h  t h e

h o l d e r s  o f  t h e  a u t h o r i t y ' s  b o n d s  o r  w i t h  o t h e r  p e r s o n s ,  t h e  a u t h o r i t y

m a y  t r a n s f e r  a m o u n t s  in a n  a c c o u n t  in t h e  r e v o l v i n g  f u n d  t o  a n o t h e r  

a c c o u n t  in t h e  r e v o l v i n g  fun d .  A m o u n t s  d e p o s i t e d  i n  t h e  r e v o l v i n g

f u n d  m a y  b e  p l e d g e d  to t h e  p a y m e n t  o f  b o n d s  o f  t h e  a u t h o r i t y  o r  e x ­

p e n d e d  f o r  t h e  p u r p o s e s  o f  the a u t h o r i t y  u n d e r  t h i s  c h a p t e r .  T h e

a u t h o r i t y  h a s  t h e  p o w e r s  a n d  r e s p o n s i b i l i t i e s  e s t a b l i s h e d  in A S  3 7 . -  

1 0 . 0 7 1  w i t h  r e s p e c t  to t h e  i n v e s t m e n t  o f  a m o u n t s  h e l d  in t h e  r e v o l v i n g  

f u n d .
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* Se c .  A. A S  A A . 8 8 . 0 8 0  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to r e a d :

(25) t o  m a k e  c o o p e r a t i v e  a g r e e m e n t s  w i t h  t h e  D e p a r t m e n t  of

T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s ,  a c t i n g  o n  b e h a l f  o f  the 

i n t e r n a t i o n a l  a i r p o r t s  r e v e n u e  f u n d  e s t a b l i s h e d  u n d e r  A S  3 7 . 1 5 . A 3 0 ,  to 

a c q u i r e ,  e q u i p ,  o p e r a t e ,  m a i n t a i n ,  c o n s t r u c t  o r  i n s t a l l  f a c i l i t i e s  

t h a t  w i l l  e n h a n c e  t h e  c o m p e t i t i v e n e s s  o f  t h e  i n t e r n a t i o n a l  a i r p o r t s ,  

i n c l u d i n g  a c o o p e r a t i v e  a g r e e m e n t  to l e n d  a m o u n t s  f r o m  the 

i n t e r n a t i o n a l  a i r p o r t  r e v e n u e  f u n d  to f i n a n c e  t h e  d e v e l o p m e n t  or 

i m p r o v e m e n t  o f  u t i l i t i e s  s e r v i n g  t h e  a i r p o r t s .

* S e c .  5. A S  A A . 88 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  t o  r e a d :

Sec. A A . 8 8 . 0 8 2 .  J O I N T  O W N E R S H I P  P R O H I B I T E D .  T h e  a u t h o r i t y  m a y

n o t  e n t e r  i n t o  a n  a g r e e m e n t  f o r  j o i n t  o w n e r s h i p  o f  a p r o j e c t .

* Se c .  6. A S  A A . 8 8 . 0 9 0 ( a )  is a m e n d e d  to r e a d :

(a) T h e  [ S U B J E C T  T O  (g) O F  T H I S  S E C T I O N ,  T H E ]  a u t h o r i t y  m a y  

b o r r o w  m o n e y  a n d  m a y  i s s u e  b o n d s ,  i n c l u d i n g  b u t  n o t  l i m i t e d  to b o n d s  

o n  w h i c h  t h e  p r i n c i p a l  a n d  i n t e r e s t  a r e  p a y a b l e

(1) e x c l u s i v e l y  f r o m  t h e  i n c o m e  a n d  r e c e i p t s  o r  o t h e r  m o n e y

d e r i v e d  f r o m  t h e  p r o j e c t  o r  d e v e l o p m e n t  p r o j e c t  f i n a n c e d  w i t h  t h e  

p r o c e e d s  o f  t h e  b o n d s  o r  d e r i v e d  f r o m  t h e  e x p o r t e r  o r  e x p o r t i n g  t r a n s ­

a c t i o n  f i n a n c e d ,  g u a r a n t e e d ,  o r  i n s u r e d  w i t h  t h e  p r o c e e d s  o f  t h e  

b o n d s ;

(2) e x c l u s i v e l y  f r o m  t h e  i n c o m e  a n d  r e c e i p t s  o r  o t h e r  m o n e y  

d e r i v e d  f r o m  d e s i g n a t e d  p r o j e c t s  o r  d e v e l o p m e n t  p r o j e c t s  o r  o t h e r  

s o u r c e s  w h e t h e r  o r  n o t  t h e y  a r e  f i n a n c e d ,  i n s u r e d ,  o r  g u a r a n t e e d  in 

w h o l e  o r  in p a r t  w i t h  t h e  p r o c e e d s  o f  t h e  b o n d s ;  o r

(3) f r o m  i t s  i n c o m e  a n d  r e c e i p t s  or o t h e r  a s s e t s  g e n e r a l l y ,  

o r  a d e s i g n a t e d  p a r t  o r  p a r t s  o f  t h e m .

* Sec. 7. A S  A A . 8 8  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to r e a d :

Sec. A A . 8 8 . 0 9 5 .  B O N D I N G  L I M I T A T I O N S .  (a) T h e  a u t h o r i t y  m a y  n o t
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i s s u e  b o n d s  in a 1 2 - m o n t h  p e r i o d  in a n  a m o u n t  t h a t  e x c e e d s

$ 4 0 0 ,  0 0 0 , 0 0 0 .

(b) T h e  a u t h o r i t y  ma> n o t  i s s u e  r e v e n u e  b o n d s ,  o t h e r  t h a n  r e ­

f u n d i n g  b o n d s ,  to p u r c h a s e  a l o a n  f o r  a p r o j e c t  u n d e r  A S  4 4 . 8 8 . 1 5 5  -

4 4 . 8 8 . 1 5 9 ,  to a c q u i r e  a d e v e l o p m e n t  p r o j e c t  u n d e r  A S  4 4 . 8 8 . 1 7 2  -

4 4 . 8 8 . 1 7 7  o r  to p r o v i d e  m o n e y  to f i n a n c e ,  g u a r a n t e e ,  o r  i n s u r e  an 

e x p o r t i n g  t r a n s a c t i o n  u n d e r  A S  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0  in a n  a m o u n t  

g r e a t e r  t h a n  $ 5 0 , 0 0 0 , 0 0 0  d u r i n g  a n y  1 2 - m o n t h  p e r i o d  u n l e s s  t h e  i s s u ­

a n c e  is i n c l u d e d  s e p a r a t e l y  in t h e  e s t i m a t e s  r e q u i r e d  in t h e  r e p o r t  o f  

t h e  a u t h o r i t y  u n d e r  A S  4 4 . 8 8 . 2 1 0 ( b )  a n d  u n l e s s  t h e  l e g i s l a t u r e ,  b y  

law, a p p r o v e s  t h e  i s s u a n c e .

(c) B e f o r e  e n t e r i n g  i n t o  a l e a s e  o r  o t h e r  a g r e e m e n t  u n d e r  

A S  4 4 . 8 8 . 0 9 0 ( e )  r e g a r d i n g  a p r o j e c t  f o r  w h i c h  t h e  a u t h o r i t y  a g r e e s  to 

i s s u e  b o n d s  in a n  a m o u n t  in e x c e s s  o f  $ 6 , 0 0 0 , 0 0 0 ,  t h e r e  m u s t  b e  f i l e d  

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

b o d y  o f  t h e  p o l i t i c a l  s u b d i v i s i o n  o f  t h e  s t a t e ,  i f  any, i n  w h i c h  t h e  

p r o j e c t  is to b e  l o c a t e d ,  c o n s e n t i n g  t o  t h e  l o c a t i o n  o f  t h e  p r o j e c t .  

T h e  c o n s e n t  n e e d  o n l y  r e f e r  t o  t h e  g e n e r a l  n a t u r e  o f  t h e  p r o j e c t  

u l t i m a t e l y  t o  b e  a c q u i r e d ,  as s e t  o u t  in a r e q u e s t  o f  t h e  p r o p o s e d  

p r o j e c t  a p p l i c a n t .  B e f o r e  e n t e r i n g  i n t o  a l e a s e  o r  o t h e r  a g r e e m e n t  

u n d e r  A S  4 4 . 8 8 . 0 9 0 ( e )  r e g a r d i n g  a p r o j e c t ,  the a u t h o r i t y  s h a l l  f i n d ,  

o n  t h e  b a s i s  o f  a l l  i n f o r m a t i o n  r e a s o n a b l y  a v a i l a b l e  to it, t h a t

(1) t h e  p r o j e c t  a n d  i t s  d e v e l o p m e n t  u n d e r  t h i s  c h a p t e r  w i l l  

b e  e c o n o m i c a l l y  a d v a n t a g e o u s  to t h e  s t a t e  a n d  t h e  g e n e r a l  p u b l i c  

w e l f a r e  a n d  w i l l  c o n t r i b u t e  to t h e  e c o n o m i c  g r o w t h  o f  t h e  s t a t e ;

(2) t h e  p r o j e c t  a p p l i c a n t  is f i n a n c i a l l y  r e s p o n s i b l e ;

(3) p r o v i s i o n  to m e e t  i n c r e a s e d  d e m a n d  u p o n  p u b l i c  f a c i l i ­

t i e s  t h a t  m i g h t  r e s u l t  f r o m  t h e  p r o j e c t  is r e a s o n a b l y  a s s u r e d ;  a n d

(4) t h e  p r o j e c t  w i l l  p r o v i d e ,  o r  r e t a i n ,  e m p l o y m e n t  r e a s o n -  
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a b l y  r e l a t e d  to t h e  a m o u n t  o f  t h e  f i n a n c i n g  b y  t h e  a u t h o r i t y ,  c o n ­

sidering; the a m o u n t  o f  i n v e s t m e n t  p e r  e m p l o y e e  f o r  c o m p a r a b l e  f a c i l ­

i t i e s  a n d  o t h e r  r e l e v a n t  f a c t o r s .

(d) B e f o r e  a d o p t i n g  a r e s o l u t i o n  a p p r o v i n g  a p r o j e c t  to b e  

f i n a n c e d  u n d e r  A S  4 4 . 8 8 . 1 7 2  f o r  w h i c h  b o n d s  m u s t  b e  i s s u e d ,  t h e  a u ­

t h o r i t y  s h a l l ,  o n  the b a s i s  o f  a l l  i n f o r m a t i o n  r e a s o n a b l y  a v a i l a b l e  to 

it, m a k e  f i n d i n g s ,  w i t h  r e s p e c t  to t h e  p r o j e c t ,  as d e s c r i b e d  in

( c ) ( 1 )  - (4) o f  t h i s  s e c t i o n ,  a n d  a l s o  f i n d  th a t

()) t h e  p r o j e c t  is e c o n o m i c a l l y  a n d  f i n a n c i a l l y  f e a s i b l e

a n d  a b l e  to p r o d u c e  r e v e n u e  a d e q u a t e  to r e p a y  the b o n d s  o r  l o a n s  w i t h

w h i c h  it is f i n a n c e d ;

(2) t h e  p r o j e c t  c o m p l i e s  w i t h  a p p l i c a b l e  law; a n d

(3) i s s u a n c e  o f  t h e  b o n d s  is n o t  e x p e c t e d  to a d v e r s e l y  

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

s t a t e  to m a r k e t  o t h e r  b o n d s .

(e) B e f o r e  e n t e r i n g  i n t o  a n  a g r e e m e n t  to f i n a n c e  o r  to d e v e l o p  a 

p r o p o s e d  p r o j e c t  f i n a n c e d  u n d e r  A S  4 4 . 8 8 . 1 7 2  f o r  w h i c h  b o n d s  m u s t  b e  

i s s u e d ,  t h e  a u t h o r i t y  s h a l l  o b t a i n  t h e  a p p r o v a l  o f  e a c h  R e g i o n a l  

R e s o u r c e  A d v i s o r y  C o u n c i l  a p p o i n t e d  u n d e r  A S  4 4 . 8 8 . 1 7 4  o r  m u n i c i p a l i t y  

i n  t h e  a r e a  in w h i c h  t h e  p r o p o s e d  p r o j e c t  is to b e  l o c a t e d .  A p p r o v a l  

u n d e r  t h i s  s u b s e c t i o n  m u s t  b e  e v i d e n c e d  b y  a c e r t i f i e d  c o p y  o f  a

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

ity. B e f o r e  c o n s i d e r i n g  a r e s o l u t i o n  r e g a r d i n g  t h e  a p p r o v a l  o r  r e ­

j e c t i o n  o f  t h e  d e v e l o p m e n t  o r  f i n a n c i n g  o f  a p r o p o s e d  p r o j e c t  u n d e r  

t h i s  s u b s e c t i o n ,  a R e g i o n a l  R e s o u r c e  A d v i s o r y  C o u n c i l  s h a l l  c o n d u c t  a 

p u b l i c  h e a r i n g  i n  t h e  r e g i o n .  If a p r o p o s e d  p r o j e c t  is l o c a t e d  i n  a 

m u n i c i p a l i t y ,  t h e  g o v e r n i n g  b o d y  o f  t h e  m u n i c i p a l i t y  s h a l l  c o n d u c t  a 

h e a r i n g  o n  t h e  p r o p o s e d  p r o j e c t .

(f) B e f o r e  e n t e r i n g  i n t o  a n  a g r e e m e n t  to f i n a n c e  o r  to d e v e l o p  a
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p r o p o s e d  p r o j e c t  f i n a n c e d  u n d e r  A S  4 4 . 8 8 . 1 7 2  f o r  w h i c h  b o n d s  m u s t  b e  

i s s u e d ,  t h e  a u t h o r i t y  s h a l l  c o m p i l e  a n d  m a k e  a v a i l a b l e  to the p u b l i c  a 

d o c u m e n t  t h a t  s u m m a r i z e s  t h e  p r o j e c t e d  e c o n o m i c ,  s o c i a l ,  a n d  e n v i r o n ­

m e n t a l  e f f e c t s  o f  t h e  p r o j e c t ;  an d ,  in c o n j u n c t i o n  w i t h  t h e  D e p a r t m e n t  

o f  F i s h  a n d  G a m e ,  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s ,  t h e  D e p a r t m e n t  

o f  E n v i r o n m e n t a l  C o n s e r v a t i o n ,  a n d  t h e  D e p a r t m e n t  o f  L a b o r ,  t h e  a u ­

t h o r i t y  s h a l l  c o n d u c t  a p u b l i c  h e a r i n g  o n  t h e  p r o j e c t e d  e f f e c t s  o f  the 

p r o j e c t .

(g) W i t h o u t  p r i o r  l e g i s l a t i v e  a p p r o v a l ,  t h e  a u t h o r i t y  m a y  n o t  

i s s u e  b o n d s  in a n  a m o u n t  g r e a t e r  t h a n  $ 1 0 , 0 0 0 , 0 0 0  to a s s i s t  i n  the 

f i n a n c i n g  o f  a d e v e l o p m e n t  p r o j e c t  u n d e r  A S  4 4 . 8 8 . 1 7 2  - 4 4 . 8 8 . 1 7 7 .

* S e c .  8. A S  4 4 . 8 8 . 0 9 5 ( g )  is r e p e a l e d  a n d  r e e n a c t e d  to r e a d :

(g) T h e  a u t h o r i t y  m a y  n o t  i s s u e  b o n d s ,  o t h e r  t h a n  r e f u n d i n g

b o n d s ,  w i t h o u t  s e c u r i n g  t h e  p r i o r  a p p r o v a l  o f  t h e  l e g i s l a t u r e .

* Sec. 9. A S  4 4 . 8 8 . 1 0 5 ( a )  is a m e n d e d  to r e a d :

(a) F o r  the p u r p o s e  o f  s e c u r i n g  o n e  o r  m o r e  i s s u e s  o f  its b o n d s ,

t h e  a u t h o r i t y  m a y  e s t a b l i s h  o n e  o r  m o r e  s p e c i a l  f u n d s ,  c a l l e d  " c a p i t a l  

r e s e r v e  f u n d s " ,  a n d  s h a l l  p a y  i n t o  t h o s e  c a p i t a l  r e s e r v e  f u n d s  the 

p r o c e e d s  o f  t h e  s a l e  o f  i t s  b o n d s  a n d  o t h e r  m o n e y  w h i c h  m a y  b e  m a d e  

a v a i l a b l e  to t h e  a u t h o r i t y  f r o m  o t h e r  s o u r c e s  f o r  t h e  p u r p o s e s  o f  the 

c a p i t a l  r e s e r v e  f u n d s .  A  c a p i t a l  r e s e r v e  f u n d  m a y  b e  e s t a b l i s h e d  o n l y  

if t h e  a u t h o r i t y  d e t e r m i n e s  t h a t  t h e  e s t a b l i s h m e n t  o f  t h e  f u n d  w o u l d  

e n h a n c e  t h e  m a r k e t a b i l i t y  o f  t h e  b o n d s  [, A N D  I F  T H O S E  C O S T S  O F  A  

P R O J E C T ,  A S  D E F I N E D  IN A S  4 4 . 8 8 . 9 0 0 ,  W H I C H  A R E  T O  B E  F I N A N C E D  W I T H  T H E

P R O C E E D S  O F  T H E  B O N D S ,  D O  N O T  E X C E E D  $ 1 0 , 0 0 0 , 0 0 0 ] .  M o n e y  i n  a c a p i t a l

r e s e r v e  f u n d ,  e x c e p t  as p r o v i d e d  in t h i s  s e c t i o n ,  m a y  b e  u s e d  as

r e q u i r e d  o n l y  f o r  (1) t h e  p a y m e n t  o f  t h e  p r i n c i p a l  of, a n d  i n t e r e s t

on, b o n d s  o r  o f  t h e  s i n k i n g  f u n d  p a y m e n t s  w i t h  r e s p e c t  to t h o s e  b o n d s ;

(2) t h e  p u r c h a s e  o r  r e d e m p t i o n  o f  t h e  b o n d s ;  o r  (3) t h e  p a y m e n t  o f  a 
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r e d e m p t i o n  p r e m i u m  r e q u i r e d  to b e  p a i d  w h e n  t h e  b o n d s  a r e  r e d e e m e d  

b e f o r e  m a t u r i t y .  H o w e v e r ,  m o n e y  in a c a p i t a l  r e s e r v e  f u n d  m a y  n o t  b e  

w i t h d r a w n  i f  t h e  w i t h d r a w a l  w o u l d  r e d u c e  t h e  a m o u n t  in t h e  c a p i t a l  

r e s e r v e  f u n d  to l e s s  t h a n  t h e  c a p i t a l  r e s e r v e  f u n d  r e q u i r e m e n t ,  e x c e p t  

f o r  t h e  p u r p o s e  o f  m a k i n g  p a y m e n t ,  w h e n  due, o f  p r i n c i p a l ,  i n t e r e s t ,  

r e d e m p t i o n  p r e m i u m s  o n  t h e  b o n d s ,  a n d  s i n k i n g  f u n d  p a y m e n t s  w h e n  o t h e r  

m o n e y  o f  t h e  a u t h o r i t y  is n o t  a v a i l a b l e  f o r  t h e  p a y m e n t s .  I n c o m e  or 

i n t e r e s t  e a r n e d  b y ,  or i n c r e m e n t  to, a c a p i t a l  r e s e r v e  f u n d ,  f r o m  the 

i n v e s t m e n t  of a l l  o r  p a r t  o f  t h e  f u n d ,  m a y  b e  t r a n s f e r r e d  b y  the 

a u t h o r i t y  to o t h e r  f u n d s  o r  a c c o u n t s  o f  t h e  a u t h o r i t y  i f  t h e  t r a n s f e r

d o e s  n o t  r e d u c e  t h e  a m o u n t  o f  t h e  c a p i t a l  r e s e r v e  f u n d  b e l o w  t h e

c a p i t a l  r e s e r v e  f u n d  r e q u i r e m e n t .

* Sec. 10. A S  4 4 . 8 8 . 1 0 5 ( d )  is a m e n d e d  to r e a d :

(d) W i t h  r e s p e c t  to a c a p i t a l  r e s e r v e  f u n d  c r e a t e d  u n d e r  t h i s

s e c t i o n  o n  o r  b e f o r e  J a n u a r y  1, 1989, t h e  [THE] c h a i r m a n  o f  t h e  a u ­

t h o r i t y  s h a l l  a n n u a l l y ,  n o  l a t e r  t h a n  J a n u a r y  2, c e r t i f y  in w r i t i n g  to 

t h e  g o v e r n o r  a n d  t h e  l e g i s l a t u r e  t h e  a m o u n t ,  i f  a n y ,  r e q u i r e d  to 

r e s t o r e  t h e  [A] c a p i t a l  r e s e r v e  f u n d  to t h e  c a p i t a l  r e s e r v e  f u n d  

r e q u i r e m e n t .  T h e  l e g i s l a t u r e  m a y  a p p r o p r i a t e  to t h e  a u t h o r i t y  the 

a m o u n t  c e r t i f i e d  b y  the c h a i r m a n  o f  t h e  a u t h o r i t y .  T h e  a u t h o r i t y  

s h a l l  d e p o s i t  t h e  a m o u n t s  a p p r o p r i a t e d  u n d e r  t h i s  s u b s e c t i o n  d u r i n g  a 

f i s c a l  y e a r  i n  che p r o p e r  c a p i t a l  r e s e r v e  f u n d .  N o t h i n g  in th i s  

s e c t i o n  c r e a t e s  a d e b t  o r  l i a b i l i t y  o f  t h e  s t a t e .

* Sec. 11. A S  4 4 . 8 8 . 1 5 5 ( b )  is a m e n d e d  to r e a d :

(b) T h e  a u t h o r i t y  m a y  e s t a b l i s h  in t h e  e n t e r p r i s e  d e v e l o p m e n t  

a c c o u n t  t h e  [A S M A L L  E N T E R P R I S E  L O A N  A C C O U N T ,  A  L O A N  I N S U R A N C E  A C ­

C O U N T ,  A N D  O T H E R ]  a c c o u n t s  it c o n s i d e r s  a p p r o p r i a t e .

* Sec. 12. A S  4 4 . 8 8 . 1 5 5 ( c )  is a m e n d e d  to r e a d :

(c) M o n e y  a n d  o t h e r  a s s e t s  o f  t h e  e n t e r p r i s e  d e v e l o p m e n t  a c c o u n t
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m a y  b e  u s e d  to s e c u r e  b o n d s  o f  t h e  a u t h o r i t y  i s s u e d  to f i n a n c e  the 

p u r c h a s e  o f  l o a n s  f o r  p r o j e c t s  [ A N D  S H A L L  B E  H E L D  A N D  I N V E S T E D  B Y  T H E  

A U T H O R I T Y  I N  A C C O R D A N C E  W I T H  A S  3 7 . 1 0 . 0 7 1  ] or s h a l l  b e  u s e d  to p u r ­

c h a s e  l o a n s  f o r  p r o j e c t s .

* Se c .  13. A S  4 4 . 8 8 . 1 5 5 ( d )  is a m e n d e d  t o  r e a d :

(d) A  l o a n  p u r c h a s e d  in w h o l e  o r  in p a r t  b y  t h e  a u t h o r i t y  w i t h  

a s s e t s  o f  t h e  e n t e r p r i s e  d e v e l o p m e n t  a c c o u n t  o r  w i t h  p r o c e e d s  o f  b o n d s  

s e c u r e d  b y  a s s e t s  o f  t h e  e n t e r p r i s e  d e v e l o p m e n t  a c c o u n t ,  o t h e r  t h a n  a 

l o a n  w h i c h  is f i n a n c e d  w i t h  t h e  p r o c e e d s  o f  b o n d s  o f  t h e  a u t h o r i t y  a n d  

s e c u r e d  o n l y  b y  a p r o j e c t  a p p l i c a n t  o r  a p r o j e c t ,

(1) m a y  n o t  e x c e e d

[(A)] $ 1 0 , 0 0 0 , 0 0 0 ;  [OR

(B) $ 5 0 0 , 0 0 0  I F  T H E  L O A N  IS P U R C H A S E D  U N D E R  A S  4 4 . 8 8 . -

158;]

(2) m a y  n o t  e x c e e d  t h e  c o s t  o f  t h e  p r o j e c t  o r  75 p e r c e n t  o f  

t h e  a p p r a i s e d  v a l u e  o f  t h e  p r o j e c t ,  w h i c h e v e r  is l e s s ,  u n l e s s  t h e  

a m o u n t  o f  t h e  l o a n  i n  e x c e s s  o f  t h i s  l i m i t  is f e d e r a l l y  i n s u r e d  o r  

g u a r a n t e e d  o r  is i n s u r e d  b y  a q u a l i f i e d  m o r t g a g e  i n s u r a n c e  c o m p a n y ;

(3) m a y  n o t  b e  f o r  a t e r m  l o n g e r  t h a n  t h r e e - q u a r t e r s  o f  t h e  

a u t h o r i t y ' s  e s t i m a t e  o f  t h e  l i f e  o f  t h e  p r o j e c t  o r  25 y e a r s  f r o m  t h e  

d a t e  t h e  l o a n  is m a d e ,  w h i c h e v e r  is e a r l i e r ;

(4) s h a l l  c o n t a i n  c o m p l e t e  a m o r t i z a t i o n  p r o v i s i o n s  s a t i s ­

f a c t o r y  to t h e  a u t h o r i t y  r e q u i r i n g  p e r i o d i c  p a y m e n t s  b y  t h e  b o r r o w e r ;

(5) s h a l l  b e  in t h e  f o r m  a n d  c o n t a i n  t h e  t e r m s  a n d  p r o v i ­

s i o n s  w i t h  r e s p e c t  to i n s u r a n c e ,  r e p a i r s ,  a l t e r a t i o n s ,  p a y m e n t  o f

26 t a x e s  a n d  a s s e s s m e n t s ,  d e f a u l t  r e s e r v e s ,  d e l i n q u e n c y  c h a r g e s ,  d e f a u l t

2' r e m e d i e s ,  a c c e l e r a t i o n  o f  m a t u r i t y ,  s e c o n d a r y  l i e n s ,  a n d  o t h e r  m a t t e r s

28 t h e  a u t h o r i t y  p r e s c r i b e s ;

28 (6) s h a l l  b e  s e c u r e d  as to r e p a y m e n t  b y  a m o r t g a g e  o r  o t h e r
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WORK DRAFT WORK DRAFT WORK DRAFT

1
s e c u r i t y  i n s t r u m e n t  in t h e  m m  n e r  t h e  a u t h o r i t y  d e t e r m i n e s  is f e a s i b l e

2
to a s s u r e  t i m e l y  r e p a y m e n t  u n d e r  a l o a n  a g r e e m e n t  e n t e r e d  i n t o  w i t h

3
the b o r r o w e r ;

4
(7) m a y  n o t  b e  m a d e  u n l e s s

5
(A) at l e a s t  2_0 [10] p e r c e n t  o f  t h e  p r i n c i p a l  a m o u n t

G
o f  t h e  l o a n  is r e t a i n e d  b y  t h e  o r i g i n a t o r  o f  t h e  l o a n  as l o n g  as

7
the l o a n  is o u t s t a n d i n g ;  or

8
(B) 100 p e r c e n t  o f  t h e  p r i n c i p a l  a m o u n t  o f  t h e  l o a n  is

9
g u a r a n t e e d  b y  t h e  U n i t e d  S t a t e s  o r  a n  a g e n c y  o r  i n s t r u m e n t a l i t y

10 o f  t h e  U n i t e d  S t a t e s ;

11
(8) m u s t  b e

12
(A) [AT L E A S T  P A R T I A L L Y  G U A R A N T E E D  B Y  T H E  U N I T E D

13
S T A T E S  O R  A N  A G E N C Y  O R  I N S T R U M E N T A L I T Y  O F  T H E  U N I T E D  S T A T E S ,

14
S U B J E C T  T O  T H E  P R O V I S I O N S  O F  A S  A A . 8 8 . 1 5 8 ;

15
(B)] f i n a n c e d  f r o m  t h e  p r o c e e d s  o f  b o n d s ;  o r

16
(B) [(C)] e x p e c t e d  b y  t h e  a u t h o r i t y  to b e  f i n a n c e d

17
f r o m  the p r o c e e d s  o f  b o n d s .

18
* Sec. 14. A S  4 4 . 8 8 . 1 6 5  is r e p e a l e d  a n d  reer.acted t o  r e a d :

19
Sec. 4 4 . 8 8 . 1 6 5 .  D E L I N Q U E N T  L O A N S .  T h e  a u t h o r i t y  s h a l l  a d o p t

20
r e g u l a t i o n s  to d e s c r i b e  t h e  c i r c u m s t a n c e s  u n d e r  w h i c h  it w i l l  d i s c o n ­

21 t i n u e  p u r c h a s i n g  l o a n s  f r o m  a f i n a n c i a l  i n s t i t u t i o n  b e c a u s e  o f  e x c e s ­

22
s i v e  d e l i n q u e n c i e s  a m o n g  t h e  l o a n s  p r e v i o u s l y  p u r c h a s e d  b y  t h e  a u t h o r ­

23
i t y  f r o m  t h e  f i n a n c i a l  i n s t i t u t i o n .  In a d o p t i n g  t h e  r e g u l a t i o n s ,  t h e

24
a u t h o r i t y  m u s t  c o n s i d e r  t h e  a u t h o r i t y ' s  d e l i n q u e n c y  e x p e r i e n c e  w i t h

25
l o a n s  it p u r c h a s e d  f r o m  a l l  f i n a n c i a l  i n s t i t u t i o n s .  T h e  a u t h o r i t y  m a y

26
i n c l u d e  i n  t h e  r e g u l a t i o n s  o t h e r  r e m e d i e s  it c o n s i d e r s  a p p r o p r i a t e  as

27
a l t e r n a t i v e s  to t h e  d i s c o n t i n u a n c e  o f  p u r c h a s i n g  l o a n s  f r o m  t h e  f i n a n ­

28
c i a l  i n s t i t u t i o n .

29
* Se c .  15. A S  4 4 . 8 8 . 1 7 2 ( a )  is a m e n d e d  to r e a d :
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(a) T h e  e c o n o m i c  d e v e l o p m e n t  a c c o u n t  is e s t a b l i s h e d  in the 

r e v o l v i n g  fund. T h e  e c o n o m i c  d e v e l o p m e n t  a c c o u n t  c o n s i s t s  o f  m o n e y  or 

a s s e t s  a p p r o p r i a t e d ,  l o a n e d ,  o r  t r a n s f e r r e d  to t h e  a u t h o r i t y  f o r  

d e p o s i t  in t h e  a c c o u n t  [,] a n d  o t h e r  m o n e y  o r  a s s e t s  d e p o s i t e d  in the 

a c c o u n t  b y  t h e  a u t h o r i t y .  W h i l e  m o n e y  is o n  d e p o s i t  in the e c o n o m i c  

d e v e l o p m e n t  a c c o u n t ,  t h e  m o n e y  [ T H E  A C C O U N T ]  m a y  b e  u s e d  o n l y  to 

f i n a n c e ,  a c q u i r e ,  m a n a g e ,  a n d  o p e r a t e  d e v e l o p m e n t  p r o j e c t s  t h a t  the 

a u t h o r i t y  i n t e n d s  to o w n  a n d  o p e r a t e .  T h e  t e r m  " o p e r a t e "  i n c l u d e s  

o p e r a t i o n  d i r e c t l y  b y  the a u t h o r i t y  [,] o r  b y  a n  a g e n t  o f  t h e  a u t h o r ­

i t y  .

* Sec. 16. A S  4 4 . 8 8 . 5 8 5 ( b )  is a m e n d e d  to r e a d :

(b) T h e  a u t h o r i t y  m a y  p r o v i d e  a g u a r a n t e e  f r o m  t h e  f u n d  f o r  u p

t o  80^ [70] p e r c e n t  o f  a l o a n  t h a t  q u a l i f i e s  u n d e r  A S  4 4 . 8 8 . 5 0 0  -

4 4 . 8 8 . 5 9 9 .  T h e  r a t i o  o f  t h e  g u a r a n t e e  to t h e  o u t s t a n d i n g  p r i n c i p a l  of 

t h e  l o a n  m a y  n o t  i n c r e a s e  o v e r  t h e  t e r m  o f  t h e  loan.

* S e c . 17. A S  4 4 . 8 8 . 5 4 5  is a m e n d e d  to r e a d :

Se c .  4 4 . 8 8 . 5 4 5 .  L I M I T A T I O N S  O F  G U A R A N T E E S  W I T H  R E S P E C T  T O  B O R ­

R O W E R S .  T h e  a u t h o r i t y  m a y  n o t  p r o v i d e  a g u a r a n t e e

(1) [A LOAF:] o f  m o r e  t h a n  $ 1 , 0 0 0 , 0 0 0 ;

(2) [ L O A N S ]  to a n  i n d i v i d u a l  b o r r o w e r  t h a t  c u m u l a t i v e l y  

e x c e e d s  [ E X C E E D ]  $ 1 , 0 0 0 , 0 0 0  o f  g u a r a n t e e d  i n d e b t e d n e s s .

* Sec. 18. A S  4 4 . 8 8 . 5 6 0  is a m e n d e d  t o  r e a d :

Se c .  4 4 . 8 8 . 5 6 0 .  P O W E R S  O F  T H E  A U T H O R I T Y .  T h e  a u t h o r i t y  m a y

(1) a d o p t  r e g u l a t i o n s  t o  i m p l e m e n t  A S  4 4 . 8 8 . 5 0 0  - 4 4 . 8 8 . -

599;

(2) e s t a b l i s h  t e r m s  a n d  c o n d i t i o n s  f o r  l o a n  g u a r a n t e e s  a n d  

r e f i n a n c i n g  a g r e < m e n t s  s u b j e c t  to t h e  r e q u i r e m e n t s  o f  A S  4 4 . 8 8 . 5 0 0  - 

4 4 . 8 8 . 5 9 9 ;

(3) m a k e  a n d  e x e c u t e  c o n t r a c t s  a n d  o t h e r  i n s t r u m e n t s  to
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* •

1 1 i m p l e m e n t  A S  A A . 8 8 . 5 0 0  - A A . 8 8 . 5 9 9;

j 2 (A) c h a r g e

3
(A) [(i ) ] o n e  p e r c e n t  o f  t h e  a m o u n t  g u a r a n t e e d  f o r  the

i 4
s e r v i c e  it p r o v i d e s  u n d e r  A S  A A . 8 8 . 5 0 0  - A A .8 8 . 5  9 9 ; a n d

j 5
(B) [(ii)] a n y  o t h e r  r e a s o n a b l e  f e e  t h a t  t h e  a u t h o r i t y

6 m a y  e s t a b l i s h  b y  r e g u l a t i o n ;

7
(5) a c q u i r e  r e a l  o r  p e r s o n a l  p r o p e r t y  b y  p u r c h a s e ,  t r a n s ­

8
fer, o r  f o r e c l o s u r e  w h e n  the a c q u i s i t i o n  is n e c e s s a r y  to p r o t e c t  an

9
i n t e r e s t  in t h e  fund; a n d

i 10
(6) e x e r c i s e  a n y  o t h e r  p o w e r  n e c e s s a r y  t o  i m p l e m e n t  A S  A A . -

11
8 8 . 5 0 0  - A A . 88. 599j_

12
(7) to t h e  e x t e n t  t h e  a u t h o r i t y  c o n s i d e r s  it to b e  i n  its

13
b e s t  i n t e r e s t  to d o  so, u s e  m o n e y  i n  t h e  b u s i n e s s  a s s i s t a n c e  f u n d  to

14
p a y  e x p e n s e s  r e l a t i n g  to t h e  l i q u i d a t i o n  o f  c o l l a t e r a l  s e c u r i n g  l o a n s

15
g u a r a n t e e d  b y  t h e  b u s i n e s s  a s s i s t a n c e  f u n d .

16
* Sec. 19. A S  A A . 8 8 . 9 0 0 ( A )  is r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

j 17
(A) " d e v e l o p m e n t  p r o j e c t "  h a s  t h e  m e a n i n g  g i v e n  t o  " p r o j ­

18
e c t "  i n  ( 9 ) (A) o f  t h i s  s e c t i o n ;

19
* Sec. 20. A S  A A . 8 8 . 9 0 0 ( 9 )  is a m e n d e d  to r e a d :

20
(9) " p r o j e c t "  m e a n s

21
(A) a p l a n t  o r  f a c i l i t y  u s e d  or i n t e n d e d  f o r  u s e

22
[ (i )] in c o n n e c t i o n  w i t h  m a k i n g ,  p r o c e s s i n g ,  p r e ­

23
p a r i n g ,  t r a n s p o r t i n g ,  o r  p r o d u c i n g  in a n y  m a n n e r ,  g o o d s ,

24
p r o d u c t s ^  o r  s u b s t a n c e s  o f  a n y  k i n d  o r  n a t u r e  o r  i n  c o n n e c ­

25
t i o n  w i t h  d e v e l o p i n g  o r  u t i l i z i n g  a n a t u r a l  r e s o u r c e ,  o r

26
e x t r a c t i n g ,  s m e l t i n g ,  t r a n s p o r t i n g ,  c o n v e r t i n g ,  a s s e m b l i n g ^

27
o r  p r o d u c i n g  i n  a n y  m a n n e r ,  m i n e r a l s ,  r a w  m a t e r i a l s ,  c h e m i ­

28
c a l s ,  c o m p o u n d s ,  a l l o y s ,  f i b e r s ,  c o m m o d i t i e s  a n d  m a t e r i a l s ,

29
p r o d u c t s ^  o r  s u b s t a n c e s  o f  a n y  k i n d  o r  n a t u r e ;

- 1 1 -  S C S  C S H B  1 2 3 (L&C)
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[(ii) A S  A N  I N D U S T R I A L  P A R K ;  I N  C O N N E C T I O N  W I T H  

T R A N S P O R T A T I O N ;  F O R  T H E  P R E V E N T I O N ,  L I M I T A T I O N  O R  C O N T R O L  O F  

P O L L U T I O N ;  F O R  T H E  D I S P O S A L  O F  S E W A G E  O R  S O L I D  W A S T E ;  F O R  

T H E  L O C A L  F U R N I S H I N G  O F  GAS; F O R  T H E  F U R N I S H I N G  O F  W A T E R ;  A S  

O R  IN C O N N E C T I O N  W I T H  M A S S  C O M M U T I N G  V E H I C L E S ;  F O R  L O C A L  

D I S T R I C T  H E A T I N G  O R  C O O L I N G ;  A S  A  P A R K I N G  F A C I L I T Y ;  O R  A S  A  

S T O R A G E  O R  T R A I N I N G  F A C I L I T Y  D I R E C T L Y  R E L A T E D  T O  A  P L A N T  O R  

F A C I L I T Y  D E S C R I B E D  I N  T H I S  P A R A G R A P H ; ]

(B) a p l a n t  o r  f a c i l i t y  u s e d  o r  i n t e n d e d  f o r  u s e  in 

c o n n e c t i o n  w i t h  a b u s i n e s s  e n t e r p r i s e ;

(C) c o m m e r c i a l  a c t i v i t y  b y  a s m a l l  e n t e r p r i s e ;

* Sec. 21. A S  4 4 . 8 8  0 9 0 ( g ) , 4 4 . 8 8 . 0 9 0 ( i ) , 4 4 . 8 8 . 1 0 5 ( e ) ,  4 4 . 8 8 . 1 0 5 ( g ) ,  

4 4 . 8 8 . 1 5 7 ,  4 4 . 8 8 . 1 5 8 ,  4 4 . 8 8 . 1 5 9 ( c ) ,  4 4 . 8 8 . 1 6 0 ,  4 4 . 8 8 . 1 7 2 ( b ) ,  4 4 . 8 8 . 1 7 2 ( c ) ,

4 4 . 8 8 . 1 7 5 ,  4 4 . 8 8 . 1 7 6 ,  4 4 . 8 8 . 2 1 2 ( a ) ,  a n d  4 4 . 8 8 . 9 0 0 ( 3 )  a r e  r e p e a l e d .

* Sec. 22. A S  4 4 . 8 8 . 0 9 5 ( b )  is r e p e a l e d .

* Sec. 23. S e c t i o n s  8 a n d  22 o f  t h i s  A c t  t a k e  e f f e c t  J a n u a r y  1, 1991.

* Sec. 24. S e c t i o n s  1 - 7 a n d  9 - 21 o f  t h i s  A c t  t a k e  e f f e c t  i m m e d i ­

a t e l y  u n d e r  A S  0 1 . 1 0 . 0 7 0 ( c ) .

S C S  C S H B  1 2 3 (L&C) - 1 2 -
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T h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  a n d  

E x p o r t  A u t h o r i t y

P R O M O T E S  E M P L O Y M E N T  T H R O U G H  F I N A N C I N G

S i n c e  1 9 8 1 ,  A u t h o r i t y  F i n a n c i n g  h a s  r e s u l t e d  i n  a n  e s t i m a t e d  1 3 , 5 8 2  j o b s  

a n d  8 0 4  projects w i t h  a  v a l u e  o f  $ 8 7 1 , 9 3 2 , 2 3 0 .

- E m p l o y m e n t

per R e g i o n

P r o j e c t s  

p e r  Re gio n

D o l l a r  V a l u e

pe r R e g i o n

N o r t h e r n 4 3 7 '27 30,536,250

Interior 1,480 91 99,876,250

S o u t h w e s t 7 8 8 41 62,095,250

A n c h o r a g e 7,178 4 2 2 468,710,805

Southcentral 1,804 136 97,816,500

Southeast 1,895 85 135,100,000

T o t a l 13,682 804 871,932,230



H O W  W I L L  C S  F O R  H O U S E  

B I L L  1 2 3 , S P O N S O R E D  B Y  

T H E  G O V E R N O R ,  F U R T H E R  

T H E  A U T H O R I T Y ' S  E F F O R T S  

I N  P R O M O T I N G  R E S O U R C E  

D E V E L O P M E N T  ?



•*

T h e  A u t h o r i t y  will b e  able to o w n ,  operate, o r  c o n s t r u c t  facilities 

solely,

b y  partnership, 

b y  joint venture,

o r  t h r o u g h  other a g r e e m e n t s  w i t h  p e r s o n s  for s h a r e d  

o w n e r s h i p .

E x a m p l e :

T o  e n h a n c e  d e v e l o p m e n t  of t h e  B e l u g a  coal fields, a  

c o m m o n  t r a n s p o r t a t i o n  s y s t e m  accessible b y  all lease 

h o l d e r s  c o u l d  p r o v i d e  a  s t i m u l u s  for f u r t h e r  m o v e m e n t  o f  this 

project. F i n a n c i n g  a n d / o r  partial o w n e r s h i p  w i t h  t h e  lease 

h o l d e r s  i n  this c o m m o n  s y s t e m  c o u l d  r e d u c e  t h e  costs o f  m o v i n g  

t h e  coal to tidewa t e r .

T h e  A u t h o r i t y  will b e  able to p r o v i d e  financial s u p p o r t  i n  t h e  f o r m  o f

loans, 

guarantees, 

equity investments.

E x a m p l e :

I n  r e f e r e n c e  to t h e  B e l u g a  C o a l  Fields, t h e  A u t h o r i t y  c o u l d  

f u n c t i o n  a s  a  l e n d e r  for t h e  project, or c o u l d  h a v e  a n  e q u i t y  

interest in t h e  coal t ransportat i o n  s y s t e m  i n  c o n j u n c t i o n  w i t h  

o t h e r s  a n d  b e  r e p a i d  b y  c h a r g i n g  fees o n  t h e  a m o i m t  o f  coal 

t r a n s p o r t e d .  Flexibility a n d  a  m e n u  o f  o p t i o n s  a r e  n e c e s s a r y  as 

e a c h  project will b e  different a n d  p r e s e n t  u n i q u e  p r o b l e m s  to 

o v e r c o m e .



In  a d d i t i o n  to t h e s e  c u r r e n t  s t a t u t o r y  b o n d i n g  limitations:

T h e  Authority cannot issue bon d s  in a total a m o u n t  over $4 0 0  million 

during a 12 m o n t h  period.

T h e  Authority cannot issue bon d s  for a particular project within a 12 

m o n t h  period over $ 6 0  million.

Project b o n d s  over $6 million require location approval f r o m  the city or 

b o r o u g h  w h e r e  the project will be loacted.

Project b o n d s  over $ 1 0  million require a  public hearing as well as 

municipal approval.

In all cases, the Authority m u s t  find that;

T h e  project is economically adv a n t a g e o u s  to the State a n d  

public welfare.

T h e  project applicant is finacially responsible.

Increased d e m a n d  o n  public utilities will be satisfied.

T h e  project will provide or retain e m p l o y m e n t  reasonably 

related to the a m o u n t  of Authority financing.

T h e  project is feasible e n o u g h  to r e p a y  the b o n d s  or loans.

T h e  b o n d  issuance will not adversely affect the marketability of 

other state bonds.

H o u s e  Bill 1 2 3  p r o p o s e s  t h e  following:



The Authority can issue bonds up to $25 
million to assist in the aquistion of a development 
project without prior legislative approval, as opposed 
to $10 million currently.

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

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

►

The Authority can regulate conditions where 
it will no longer purchase loan 
participations from a financial institu tion as 
a resu lt of excessive delinquencies.



IV

T h e  A u t h o r i t y  will b e  a b l e  to utilize asse t s  in p u r s u i n g  t h e  p r o m o t i o n  o f  

r e s o u r c e  d e v e l o p m e n t  projects b y  r e v i s i n g  t h e  s c o p e  of t h e  R e v o l v i n g  F u n d .

T h e  revolving fund ia comprised of two p r i m a r y  accounts: the Enterprise 

Development Account a n d  the Economic Development Account. T h e  Enterprise 

D e v e l o p m e n t  account is utilized for daily operations a n d  obligations of the 

Authority a n d  the E c o n o m i c  D e v e l o p m e n t  A c c o u n t  is utilized for major 

d e v e l o p m e n t  projects like R e d  Dog. All accounts are independent a n d  m o nies 

cannot be transfered b e t w e e n  accounts.

THE REVOLVING FUND

E c o n o m i c  D e v e l o p m e n t  A c c o u n t

Capital Reserve Account 
Sustaining Capital Account 
Operation It Maintenance Account 
Construction Revenue Account 
Project Economic Development Account

Enterprise D e v e l o p m e n t  A c c o u n t

Capital Reserve Account 
Business Assistance Account 
Loan Collection Account 
Investment Account

P r o p o s e d :  

"Pool" all t h e  n o n - p r o m i s e d  m o n i e s  o f  b o t h  m a j o r  a c c o u n t s  t o g e t h e r  to 

f u n c t i o n  a s  a  g e n e r a l  fun d .



H o u s e  Bill 1 2 3  p r o p o s e s  t h e  f o l l o w i n g  c h a n g e s  to t h e  A u t h o r i t y ' s  

C o m m e r c i a l  B u s i n e s s  L o a n  P r o g r a m  to effectively m a r k e t  t h e  p r o g r a m  

to b a n k i n g  institutions.

The guaranteed portion of the loan is increased from 
70% to 80%.

The guaranty will cover $1 million or less, as opposed 
to guarantying a loan of $1 million or less.

The Authority is given the power to pay liquidation 
costs of collateral securing loans th a t are guaranteed 
by th is program as deemed necessary.

T h e  c h a n g e s  p r o p o s e d  in this legislation will not require additional f u n d i n g .



SECTIONAL ANALYSIS

CS f o r  H o u s e  B i l l  1 2 3  

" A n  A c t  R e l a t i n g  to t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  

a n d  E x p o r t  A u t h o r i t y ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e "

DISCUSSION:

T h e  p u r p o s e  o f  t h i s  l e g i s l a t i o n  is to t h e  f u r t h e r  t h e  A l a s k a  I n d u s t r i a l  

D e v e l o p m e n t  a n d  E x p o r t  A u t h o r i t y ' s  e f f o r t s  i n  p r o m o t i n g  e m p l o y m e n t  t h r o u g h  

r e s o u r c e  d e v e l o p m e n t  p r o j e c t s .  T h e  A u t h o r i t y  h a s  h i s t o r i c a l l y  f u n c t i o n e d  as 

a c o r r e s p o n d e n t  to A l a s k a n  b a n k s ,  f i n a n c i n g  r e a l  e s t a t e  m o r t g a g e s  i n  t h e  

s e r v i c e  s e c t o r  o f  t h e  e c o n o m y .  T h i s  l e g i s l a t i o n  is a n  a t t e m p t  to r e d i r e c t  

t h e  A u t h o r i t y ' s  e f f o r t s  to a c h i e v e  t h e  g o a l  o f  i n c r e a s e d  e m p l o y m e n t  t h r o u g h  

p r i m a r y  s e c t o r  i n d u s t r i a l  d e v e l o p m e n t .  T h i s  r e d i r e c t i o n  is a n  a t t e m p t  to 

c r e a t e  n e w  j o b s  a n d  p r o m o t e  p o p u l a t i o n  g r o w t h  w i t h i n  t h e  S t a t e .  T h i s  i n  t u r n  

w i l l  p r o v i d e  a s s i s t a n c e  to t h e  s e r v i c e  s e c t o r  w h i c h  c u r r e n t l y  is s u f f e r i n g  

f r o m  a  l a c k  o f  d e m a n d .

T h e  c o n g r e s s i o n a l  c h a n g e s  t o  t h e  t a x  c o d e  i n  1 9 8 6  s i g n i f i c a n t l y  a l t e r e d '  t h e  

t y p e  o f  p r o j e c t s  t h a t  c a n  b e  f i n a n c e d  w i t h  t h e  p r o c e e d s  o f  t a x - e x e m p t  b o n d s .  

T h e  o n l y  p r o j e c t s  c u r r e n t l y  e l i g i b l e  a r e  m a n u f a c t u r i n g  p l a n t s  ( t h r o u g h  

D e c e m b e r  31, 1 9 8 9 )  a n d  c e r t a i n  f a c i l i t i e s  r e f e r r e d  to as " e x e m p t

f a c i l i t i e s . "  F i n a n c i n g  f o r  a i r p o r t s ,  d o c k s ,  a n d  w h a r v e s  i s  s t i l l  a v a i l a b l e  

i f  t h e  p r o j e c t  i s  o w n e d  b y  a g o v e r n m e n t a l  e n t i t y .  T h i s  c h a n g e  i n  the t a x  l a w  

h a s  r e d u c e d  t h e  a t t r a c t i v e n e s s  a n d  d e m a n d  f o r  A u t h o r i t y  t a x - e x e m p t  f i n a n c i n g .

T h e  d e f i n i t i o n  o f  a  d e v e l o p m e n t  p r o j e c t  i n  A S  4 4 . 8 8 . 9 0 0 ( 9 ) ( A )  l i m i t s  

A u t h o r i t y  o w n e r s h i p .  T h e  c u r r e n t  d e f i n i t i o n  s t r e s s e s  t h e  p r i m a r y  r e s o u r c e  

i n d u s t r i e s ,  a n d  a c c e n t u a t e s  t r a n s p o r t a t i o n  a n d  i n f r a s t r u c t u r e  a s s o c i a t e d  w i t h  

t h o s e  p r o j e c t s .

T h i s  l e g i s l a t i o n  d o e s  n o t  e l i m i n a t e  t h e  e s s e n t i a l  f r a m e w o r k  w h e r e b y  t h e  

A u t h o r i t y  a c t s  a s  a c o r r e s p o n d e n t  to A l a s k a n  b a n k s .  T h e  c u r r e n t  b a n k i n g  

s i t u a t i o n  h a s  c u r t a i l e d  m a n y  o f  t h e  e x i s t i n g  b a n k s  c o r r e s p o n d e n t  

r e l a t i o n s h i p s .  I t  is c r i t i c a l  t h a t  t h e  A u t h o r i t y  r e m a i n  as a n  i n s t i t u t e  

c o r r e s p o n d e n t  d u r i n g  t h e s e  d i f f i c u l t  t i m e s .

P u r s u a n t  t o  i t s  p u r p o s e ,  a l l  p r o v i s i o n s  o f  t h e  b i l l  a c c o m p l i s h  a t  l e a s t  o n e  

o f  t h e  f o l l o w i n g  f o u r  o b j e c t i v e s .

1. I n c r e a s e  e f f o r t s  i n  p r o m o t i n g  r e s o u r c e  d e v e l o p m e n t  p r o j e c t s .

2. A m e n d  e x i s t i n g  s t a t u t e s  to a l l o w  u t i l i z a t i o n  o f  th e A u t h o r i t y ' s  

a s s e t s  i n  p u r s u i n g  the p r o m o t i o n  o f  d e v e l o p m e n t  p r o j e c t s .

3. C o n f o r m  e x i s t i n g  s t a t u t e s  to t h e  1 9 8 6  T a x  A c t .

4. R e o r g a n i z e ,  r e f i n e ,  a n d  c o n s o l i d a t e  s t a t u t e s  o f  t h e  A u t h o r i t y .



Sectional Analysis

..Page Two

S e c t i o n  1. A S  4 4 . 8 8 . 0 1 0 ( a ) ( 9 ) :

T h r e e  c h a n g e s  a r e  m a d e  i n  t h i s  s e c t i o n :  t w o  d e l e t i o n s  o f  d a t e d

l a n g u a g e  t h a t  is n o  l o n g e r  a p p l i c a b l e ,  a n d  a n  a d d i t i o n  a l l o w i n g  th e 

A u t h o r i t y  to p a r t i c i p a t e  i n  d i f f e r e n t  t y p e s  o f  o w n e r s h i p .

T h e  d e l e t i o n s  c o n f o r m  s t a t e  l a w  t o  t h e  f e d e r a l  l a w  c h a n g e s  m a d e  as 

a  r e s u l t  o f  t h e  1 9 8 6  T a x  R e f o r m  A c t .

•/

T h e  a d d i t i o n  d e f i n e s  t h e  n e c e s s a r y  r e l a t i o n s h i p  p o s s i b i l i t i e s  

b e t w e e n  t h e  A u t h o r i t y  a n d  o t h e r  p e r s o n s  o r  e n t i t i e s .  E a c h  p r o j e c t  

w i l l  f a c e  u n i q u e  p r o b l e m s ,  a n d  f l e x i b i l i t y  is n e e d e d  to a d d r e s s  a n d  

o v e r c o m e  t h e m .  W i t h o u t  t h i s  f l e x i b i l i t y ,  t h e  A u t h o r i t y ' s  

e f f e c t i v e n e s s  i n  p r o m o t i n g  r e s o u r c e  d e v e l o p m e n t  p r o j e c t s  w i l l  b e  

l i m i t e d .

S e c t i o n  2. A S  4 4 . 8 8 . 0 1 0 ( c ) :

T h e r e  a r e  t w o  c h a n g e s  i n  t h i s  s e c t i o n :  t h e  a d d i t i o n  t h a t  s e t s  -

f o r t h  t h e  A u t h o r i t y ' s  s c o p e  o f  p r o v i d i n g  f i n a n c i a l  s u p p o r t  f o r  o r  

w i t h  v a r i o u s  p e r s o n s  o r  e n t i t i e s ,  a n d  t h e  d e l e t i o n  r e m o v e s  l a n g u a g e  

t h a t  is u n n e c c e s s a r y  a n d  c o u l d  b e  v i e w e d  a s  a p p l y i n g  o n l y  to 

e x p o r t s .

S e c t i o n  3. A S  4 4 . 8 8 . 0 6 0 :

T h e  t w o  a d d i t i o n s  i n  t h i s  s e c t i o n  e s t a b l i s h  t h e  s c o p e  o f  t h e  

r e v o l v i n g  f u n d .  T h e  r e v o l v i n g  f u n d  is c u r r e n t l y  m a d e  u p  o f  t w o  

s e p a r a t e  a c c o u n t s :  t h e  E n t e r p r i s e  D e v e l o p m e n t  A c c o u n t  w h e r e  l o a n s

a r e  o r i g i n a t e d  a n d  f i n a n c e d  t h r o u g h  b a n k s ,  a n d  t h e  E c o n o m i c  

D e v e l o p m e n t  A c c o u n t  d e s i g n a t e d  f o r  m a j o r  d e v e l o p m e n t  p r o j e c t s .  T h e  

a d d i t i o n s  a l l o w  t h e  A u t h o r i t y  t o  c r e a t e  a d d i t i o n a l  a c c o u n t s  w i t h i n  

t h e  u n r e s t r i c t e d  a c c o u n t s  o f  t h e  r e v o l v i n g  f u n d ,  a n d  t r a n s f e r  

m o n i e s  b e t w e e n  a c c o u n t s  s u b j e c t  t o  b o n d - h o l d e r  a g r e e m e n t s .  T h e  

i n v e s t m e n t  p o w e r s  a r e  m o v e d  i n t o  t h e  r e v o l v i n g  f u nd, a l l o w i n g  i t  to 

f u n c t i o n  a s  t h e  g e n e r a l  f u n d  a n d  b e  i n v e s t e d  i n  a c c o r d a n c e  w i t h  

T i t l e  37.

S e c t i o n  4. A S  4 4 . 8 8 . 0 7 0 :

T h e  a d d i t i o n  i n  t h i s  s e c t i o n  s e t s  f o r t h  t h e  A u t h o r i t y ' s  s c o p e  o f  

o w n i n g  a n d  o p e r a t i n g  d e v e l o p m e n t  p r o j e c t s :  s o l e l y  o r  b y

p a r t n e r s h i p ,  j o i n t  v e n t u r e ,  o r  o t h e r  a g r e e m e n t  w i t h  a n o t h e r  

p e r s o n .  T h i s  d e f i n i t i o n  is n e c e s s a r y  as t h e  p r o j e c t s  c o n t e m p l a t e d  

w i l l  r e q u i r e  t h e  f l e x i b i l i t y  to d e a l  w i t h  d i f f e r e n t  f o r m s  o f  

o w n w e r s h i p  a n d  o p e r a t i o n .
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S e c t i o n  5. A S  4 4 . 8 8 . 0 8 0 ( 1 4 ) :

T h e  t w o  a d d i t i o n s  i n  t h i s  s e c t i o n  b r o a d e n  a n d  c o n f o r m  t h e  

A u t h o r i t y ' s  s c o p e  o f  p o w e r s  w i t h  r e g a r d  to d e v e l o p m e n t  p r o j e c t s  

t h a t  a r e  n o t  s t a n d a r d i z e d .

S e c t i o n  6. A S  4 4 . 8 8 . 0 9 0 ( a ) :

T h e  d e l e t i o n  i n  t h i s  s e c t i o n  r e m o v e s  l a n g u a g e  t h a t  i s  u n n e c e s s a r y  

i n  t h i s  l e g i s t a t i o n  a s  p r o p o s e d .

S e c t i o n  7. A S  4 4 . 8 8 :

T h i s  a d d i t i o n  c r e a t e s  a  n e w  s e c t i o n ,  4 4 . 8 8 . 0 9 5 ,  B O N D I N G  

L I M I T A T I O N S .  I t  c o n s o l i d a t e s  a l l  t h e  A u t h o r i t y ' s  s t a t u t o r y  

l i m i t a t i o n s  r e g a r d i n g  t h e  i s s u a n c e  o f  b o n d s  i n t o  o n e  s e c t i o n .  T h e  

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

w i t h  o n e  e x c e p t i o n ;  t h e  A u t h o r i t y  w i l l  h a v e  t h e  a b i l i t y  to i s s u e  

b o n d s  u p  t o  $2 5 m i l l i o n  as o p p o s e d  to $ 1 0  m i l l i o n  to a s s i s t  i n  t h e  - 

f i n a n c i n g  o r  o p e r a t i o n  o f  a  d e v e l o p m e n t  p r o j e c t  w i t h o u t  p r i o r  

l e g i s l a t i v e  a p p r o v a l .  L o c a l  a p p r o v a l  is s t i l l  r e q u i r e d  u n d e r  t h i s  

s e c t i o n .

S e c t i o n  8. A S  4 4 . 8 8 . 1 0 5 ( a ) :

T h e  d e l e t i o n  i n  t h i s  s e c t i o n  e l i m i n a t e s  t h e  c e i l i n g  o n  b o n d s  

r e g a r d i n g  t h e  e s t a b l i s h m e n t  o f  c a p i t a l  r e s e r v e  f u n d s .  I t  a l s o  

e l i m i n a t e s  t h e  s t a t e ' s  m o r a l  o b l i g a t i o n  t o  s u p p l e m e n t  a c a p i t a l  

r e s e r v e  f u n d  c r e a t e d  a f t e r  J a n u a r y  1, 1 9 8 9  s h o u l d  i t  e v e r  f a l l

b e l o w  t h e  r e q u i r e d  a m o u n t .

W i t h  t h i s  e l i m i n a t i o n  o f  m o r a l  o b l i g a t i o n ,  b o n d s  o f  t h e  A u t h o r i t y  

i s s u e d  a f t e r  J a n u a r y  1, 1 9 8 9 ,  w i l l  s t a n d  o n  t h e i r  o w n  a n d  d o  n o t  

c o n t i n g e n t l y  o b l i g a t e  t h e  S t a t e  i n  a n y  f o r m  w h a t s o e v e r .  S i n c e  1 9 8 1  

a l l  b o n d s  h a v e  h a d  t h e  b e n e f i t  o f  t h e  S t a t e ' s  m o r a l  o b l i g a t i o n .  I t  

is  n o w  a p p r o p r i a t e  t h a t  th e A u t h o r i t y  s t a n d  o n  i t s  o w n  f i n a n c i a l l y  

w i t h  r e s p e c t  to f u t u r e  b o n d  i s s u e s .  O f  c o u r s e ,  t h e  A u t h o r i t y ' s  

b o n d s  t h a t  a r e  a l r e a d y  o u t s t a n d i n g  a n d  w e r e  i s s u e d  w i t h  t h e  m o r a l  

o b l i g a t i o n  w i l l  c o n t i n u e  to h a v e  t h a t  b e n e f i t .

S e c t i o n  9. A S  4 4 . 8 8 . 1 0 5 ( d ) :

T h i s  a d d i t i o n  is i n  c o n j u n c t i o n  w i t h  t h e  c h a n g e s  o f  s e c t i o n  8 a n d  

s e t s  f o r t h  t h e  d a t e ,  J a n u a r y  1, 1 9 8 9 ,  a f t e r  w h i c h  n o  a d d i t i o n a l  

m o r a l  o b l i g a t i o n  b o n d s  c o u l d  b e  i s s u e d .
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S e c t i o n  10. A S  4 4 . 8 8 . 1 5 5 ( b ) :

T h e  c h a n g e  i n  t h i s  s e c t i o n  a l l o w s  t h e  A u t h o r i t y  to e s t a b l i s h  

a c c o u n t s  w i t h i n  t h e  e n t e r p r i s e  d e v l e o p m e n t  a c c o u n t  c o n s i d e r e d  

a p p r o p r i a t e  b y  t h e  A u t h o r i t y .

S e c t i o n  11. A S  4 4 . 8 8 . 1 5 5 ( c )

T h e  d e l e t i o n  i n  t h i s  s e c t i o n  i s  i n  c o n j u n c t i o n  w i t h  t h e  c h a n g e s  i n  

s e c t i o n  3, i t  s i m p l y  m o v e s  t h e  i n v e s t m e n t  p o w e r s  i n t o  t h e  r e v o l v i n g  

f u n d .

S e c t i o n  12 . A S  4 4 . 8 8 . 1 5 5 ( d ) :

T h e r e  a r e  t w o  c h a n g e s  a n d  o n e  d e l e t i o n  i n  t h i s  s e c t i o n .

T h e  f i r s t  c h a n g e  a l l o w s  t h e  A u t h o r i t y  to p a r t i c i p a t e  i n  t h e  

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

A u t h o r i t y ' s  f i n a n c i a l  s c o p e .  I n c r e a s i n g  t h e  l o a n  l i m i t  o n  a 

p r o j e c t  f r o m  $ 1 0  m i l l i o n  to $ 2 5  m i l l i o n  w i l l  a l l o w  t h e  A u t h o r i t y  to 

p a r t i c i p a t e  i n  l a r g e r  p r o j e c t s  s t r i c t l y  a s  a  c o r r e s p o n d e n t .  

S e v e r a l  t o u r i s m - r e l a t e d  p r o j e c t s  h a v e  b e e n  b e y o n d  t h e  $ 1 0  m i l l i o n  

l i m i t .  T h i s  c h a n g e  w o u l d  a l l o w  A u t h o r i t y  p a r t i c i p a t i o n  in t h e s e  

p r o j e c t s .

T h e  s e c o n d  c h a n g e  r e q u i r e s  t h a t  t h e  p r i n c i p l e  a m o u n t  o f  a  l o a n  h e l d  

b y  t h e  o r i g i n a t o r  b e  i n c r e a s e d  f r o m  1 0 %  t o  2 0 %  as l o n g  as the l o a n  

i s  o u t s t a n d i n g .  T h i s  w o u l d  p r o m o t e  c a u t i o n  w h e n  b a n k s  c o n t e m p l a t e  

s e l l i n g  t h e i r  l o a n s  to t h e  A u t h o r i t y .  T h e y  w i l l  b e  r e s p o n s i b l e  f o r  

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

a c c o r d i n g l y .

T h e  d e l e t i o n  w i l l  a l l o w  t h e  A u t h o r i t y  t o  b e c o m e  a c t i v e  i n  

p u r c h a s i n g  t h e  g u a r a n t e e d  p o r t i o n  o f  f e d e r a l  S B A  l o a n s  f r o m  b a n k s .  

T h e  r e v i s e d  i n v e s t m e n t  s t a t u t e ,  A S .  3 7 . 1 0 . 0 7 1 ,  w i l l  p e r m i t  th e 

A u t h o r i t y  to i n v e s t  it s f u n d s  i n  t h e  g u a r a n t e e d  p o r t i o n  o f  f e d e r a l  

S B A  l o a n s  o n c e  t h e  p r o g r a m  r e s t r i c t i o n s  a r e  r e m o v e d  f r o m  s t a t u t e .  

T h i s  f l e x i b i l i t y  i s  e s s e n t i a l .  T h e  S B A  m o d i f i e s  i t s  p r o g r a m  

p e r i o d i c a l l y ,  a n d  c a s t i n g  t h e  p r o g r a m  i n  s t a t u t e  d o e s  n o t  p r o v i d e  

e n o u g h  f l e x i b i l i t y  to m a i n t a i n  a  m a r k e t  p r e s e n c e  i n  t h e s e  

g u a r a n t e e s .

S e c t i o n  1 3 .  A S  4 4 . 8 8 . 1 6 5 :

T h e  s t a t u t e  r e g a r d i n g  l o a n  d e l i n q u e n c i e s  is r e p e a l e d  a n d  

r e e n a c t e d .  I t  a l l o w s  t h e  A u t h o r i t y  to r e g u l a t e  c o n d i t i o n s  w h e r e b y  

it m a y  d i s c o n t i n u e  p u r c h a s e  o f  l o a n  p a r t i c i p a t i o n s  f r o m  a  f i n a n c i a l  

i n s t i t u t i o n  b e c a u s e  o f  e x c e s s i v e  l o a n  d e l i n q u e n c i e s .  T h i s  r e v i s i o n  

is n e c e s s a r y  to a l l o w  m o r e  f i n a n c i a l  i n s t i t u t i o n s  to p a r t i c i p a t e  i n  

t h e  a u t h o r i t y ' s  l o a n  p r o g r a m s .



„ Secional Analysis
. Page Five

S e c t i o n  14. A S  4 4 . 8 8 . 1 7 2 ( a ) :

T h e  a d d i t i o n s  to t h i s  s e c t i o n  e s t a b l i s h  t h e  E c o n o m i c  D e v e l o p m e n t  

A c c o u n t  w i t h i n  t h e  R e v o l v i n g  F u n d .  T h e y  s e t  f o r t h  t h e  s c o p e  f o r  

w h i c h  th e E c o n o m i c  D e v e l o p m e n t  A c c o u n t  w i l l  b e  U 3 e d .

T h e  c h a n g e s  to t h e  f o l l o w i n g  t h r e e  s e c t i o n s  a f f e c t  t h e  A u t h o r i t y ' s  c o m m e r c i a l  

b u s i n e s s  l o a n  g u a r a n t e e  p r o g r a m .  T h e s e  c h a n g e s  a r e  n e c e s s a r y  t o  m a k e  t h i 3 
p r o g r a m  m o r e  m a r k e t a b l e  to b a n k i n g  i n s t i t u t i o n s .

S e c t i o n  15. A S  4 4 . 8 8 . 5 3 5 ( b ) :

T h e  g u a r a n t e e d  p o r t i o n  o f  t h e  l o a n  is i n c r e a s e d  f r o m  7 0 %  to 80%. 

S e c t i o n  16. A S  4 4 . 8 8 . 5 4 5 :

T h e  g u a r a n t y  w i l l  c o v e r  $ 1  m i l l i o n  o r  l e s s ,  a s  o p p o s e d  to 

g u a r a n t e e i n g  a l o a n  o f  $1 m i l l i o n  o r  l e s s .

S e c t i o n  17. A S  4 4 . 8 8 . 5 6 0 :

T h e  A u t h o r i t y  i s  g i v e n  t h e  p o w e r  t o  p a y  l i q u i d a t i o n  c o s t s  o f  

c o l l a t e r a l  s e c u r i n g  l o a n s  t h a t  a r e  g u a r a n t e e d  b y  t h i s  p r o g r a m  w h e n  

t h e  A u t h o r i t y  c o n s i d e r s  it to b e  i n  i t s  b e s t  i n t e r e s t  t o  do so.

S e c t i o n  18. A S  4 4 . 8 8 . 9 0 0 ( 4 ) :

T h i s  s e c t i o n  c l a r i f i e s  the d e f i n i t i o n  o f  " d e v e l o p m e n t "  p r o j e c t  b y  

r e f e r r i n g  to t h e  r e s o u r c e  d e v e l o p m e n t  o r i e n t e d  p l a n t s  a n d

f a c i l i t i e s  d e s c r i b e d  i n  t h e  d e f i n i t i o n  o f  " p r o j e c t " ,  i n c l u d i n g  

t r a n s p o r t i o n  r e l a t e d  f a c i l i t i e s  a s  s e t  f o r t h  i n  s e c t i o n  19.

S e c t i o n  19. A S  4 4 . 8 8 . 9 0 0 ( 9 ) :

T h e r e  is o n e  a d d i t i o n  a n d  d e l e t i o n  i n  t h i s  s e c t i o n .  T h e  a d d i t i o n  

i n c l u d e s  c e r t a i n  t r a n s p o r t a t i o n  f a c i l i t i e s  i n  t h e  d e f i n i t i o n  o f  a 

p r o j e c t ,  w h i l e  t h e  d e l e t i o n  e l i m i n a t e s  t h e  o b s o l e t e  l a n g u a g e  f r o m  

t h e  t a x  c o d e  p r x o r  to t h e  1 9 8 6  T a x  R e f o r m  A c t .

S e c t i o n  20 . R e p e a l e d  s t a t u t e s :

A S  4 4 . 8 8 . 0 9 0 ( g ) ,  4 4 . 8 8 . 1 6 0 ,  4 4 . 8 8 . 1 7 2 ( c ) ,  4 4 . 8 8 . 1 7 5 ,  a n d  4 4 . 8 8 . 1 7 6  

a r e  r e e n a c t e d  i n  s u b s t a n t i a l l y  t h e  s a m e  f o r m  a n d  p l a c e d  i n  S e c t i o n  

6, B o n d i n g  L i m i t a t i o n s .

A S  4 4 . 8 8 . 0 9 0 ( 1 )  is r e p e a l e d  to a l l o w  t h e  A u t h o r i t y  t o  i s s u e  b o n d s  

a f t e r  J a n u a r y  1, 1 9 9 0 .
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A S  4 4 . 8 8 . 1 0 5 ( e )  a n d  (g) r e l a t e  t o  th e m o r a l  o b l i g a t i o n  p r o v i s i o n s ,  

t h a t  u n d e r  t h i s  l e g i s l a t i o n ,  w o u l d  t e r m i n a t e  o n  J a n u a r y  1, 1 9 89.

T h e  p r o v i s i o n s  o f  4 4 . 8 8 . 1 0 5 ( e )  d u p l i c a t e  t h o s e  a d d e d  b y  s e c t i o n  10, 

A S  4 4 . 8 8 . 1 5 5 ( d ) ( 7 ) ( A )  o f  t h i a  l e g i s l a t i o n ,

A S  4 4 . 8 8 . 1 5 7  c r e a t e s  a l o a n  i n s u r a n c e  a c c o u n t  a n d  p e r m i t s  t h e

A u t h o r i t y  t o  i n s u r e  l o a n s  p u r c h a s e d  u n d e r  i t 3  g e n e r a l  f i n a n c i n g  

p r o v i s i o n s .  T h i s  a e c t i o n  is u n n e c e s s a r y  b e c a u s e  it h a s  n o t  b e e n  

u s e d  s i n c e  i t s  i n c e p t i o n .

A S  4 4 . 8 8 . 1 5 9 ( c ) ,  4 4 . 8 8 . 2 1 2 ( a ) ,  a n d  4 4 . 8 8 . 9 0 0 ( 3 )  r e f e r  to A S

4 4 , 8 8 . 1 5 8 ,  t h e  s m a l l  b u s i n e s s  e n t e r p r i s e  l o a n  a c c o u n t  t h a t  is 

r e p e a l e d  u n d e r  t h i s  l e g i s l a t i o n .

A S  4 4 . 8 8 . 1 5 8  p r o v i d e s  a u t h o r i t y  t h a t  is a l r e a d y  g i v e n  i n  t h e

i n v e s t m e n t  p o w e r s  (AS 3 7 . 1 0 . 0 7 1 )  i n  t h e  r e v o l v i n g  l o a n  f u nd.

T h e  d e l e t i o n  i n  s e c t i o n  10, p a g e  8, l i n e  10 w i l l  a l l o w  t h e

A u t h o r i t y  t o  b e c o m e  a c t i v e  o n c e  a g a i n  i n  p u r c h a s i n g  t h e  g u a r a n t e e d  

p o r t i o n  o f  f e d e r a l  S B A  l o a n s  f r o m  b a n k 3 .  T h e  r e v i s e d  i n v e s t m e n t  

s t a t u t e ,  A S  3 7 . 1 0 . 0 7 1 ,  w i l l  p e r m i t  t h e  A u t h o r i t y  to i n v e s t  it s 

f u n d s  i n  t h e  g u a r a n t e e d  p o r t i o n  o f  f e d e r a l  S B A  l o a n s  o n c e  t h e

p r o g r a m  r e s t r i c t i o n s  a r e  r e m o v e d  f r o m  s t a t u t e .  T h i s  f l e x i b i l i t y  is 

e s s e n t i a l .  T h e  S B A  m o d i f i e s  it s p r o g r a m  p e r i o d i c a l l y ,  a n d  c a s t i n g  

t h e  p r o g r a m  i n  s t a t u t e  d o e s  n o t  p r o v i d e  e n o u g h  f l e x i b i l i t y  to 

m a i n t a i n  a m a r k e t  p r e s e n c e  i n  t h e s e  g u a r a n t e e s .

A S  4 4 . 8 8 . 1 7 2 ( b )  d o e s  n o t  a l l o w  u s e  o f  t h e  A u t h o r i t y ' s  a s s e t s  f o r  

r e s o u r c e  d e v e l o p m e n t  p r o j e c t s  a n d  i s  r e p e a l e d .

Section 21:

This section provides for a n  immediate effective date.
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Commorce, Judiciary and finance Committee*.
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A zero flacal note vlth analysis by th* Department of 
Comaarce £ Economic Development waa published January 27, 
1989.

The Covernor’a trananlttal latter, dated January 27, 1989, 
appeara belovi

"Dear Hr. Speskeri

Under the authority of art. Ill, aac. 18, of the Alaaka 
Constitution, I am transmitting a bill authorizing the 
Alaska Induatrlal Development and Export Authority (AIDEA) 
to finance development cntarprlsea.

The most significant provisions of thle bill relato to 
AIDEA's 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 S2S,000,000 of its bonds for such a projact 
without requiring passage of a law approving the project. 
It uould also permit AIDEA to transfer smounts among Its 
various accounts to provide more financing flexibility. 
(Although the provisions (proposed AS 44.08.09S(b) and (f)) 
requiring legislative approval before certain bonds 
exceeding epecifled amounts may ba issued raise a 
coritltutional question undor tho separatlon-of-povers 
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 tha atatutes, 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 institution must retain 10 percent of a loan. AS 
44.88.1S5(d). Under thla bill, the originating financial 
Institution must retain 20 percent of tho loan. By increas­
ing this requirement along with the amount that AIDEA cai 
Invest In or loan on projects, it is hoped that financial' 
institutions will carefully aelect the projects for which 
they will extend credit.

Thla bill will allow AIDEA to gather together all funds and 
accounts established by law and administer them as a part of 
the re'volving fund of the authority. AIDEA- would be given 
th* 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 tho power to cre­
ate separate accounts necessary to guarantee repayment of a 
bond issue if that action becomes necessary to make th* 
bonds marketable.

Th* 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 Is unable to 
do so. This section acknowledges 'the state's moral obliga­
tion to bach AIDEA's revenue bonds if tha authority becomes
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insolvent. The bill would change this moral obligation 
representation to apply only to bonds Issued on or before 
January 1, 1909.

The bill would expressly confer on AIDEA tho power to share 
ownership of projects with private enterprises by either 
forming a partnership. Joint venture, or other form of coop­
erative ownership agreement.

Tho bill would also amend the provision in existing law that 
prohibits AIDEA from purchasing loans from financial insti­
tutions that experience a two percent or greater delinquency 
rate on loans made by tho institution. The bill would allow 
AIDEA to set the target delinquency rate 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 sets the rate too low to allow tho majority of banks in 
the state to qualify for AIDEA financing.

I urge your favorable consideration on this bill.

Sincerely,

/»/

Steve Cowper 
Governor"



DESCRIPTION OF CHANGES

C S  f o r  H o u s e  B i l l  1 2 3  ( L a b o r  a n d  C o m m e r c e )

" A n  A c t  R e l a t i n g  t o  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  

a n d  E x p o r t  A u t h o r i t y ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

1. S e c t i o n  2, A S  4 4 . 8 8 . 0 1 0 ( c ) :

P a g e  2, l i n e  12; [ f e d e r a l ,  ,tate] r e p l a c e d  w i t h  p u b l i c .

T h i s  c h a n g e  a l l o w s  p a r t i c i p a t i o n  w i t h  o t h e r  e n t i t i e s  s u c h  as 

m u n i c i p a l i t i e s .

2. S e c t i o n  6, A S  4 4 . 8 8 . 0 9 0 ( a ) :

P a g e  3, l i n e s  16 t h r o u g h  2 9  w e r e  a d d e d  t o  t h e  b i l l  a n d  t h e  f o l l o w i n g  

c h a n g e  w a s  m a d e .

P a g e  3, l i n e  16; (a) T h e  [ S U B J E C T  T O  (g) O F  T H I S  S E C T I O N ,  THE]

a u t h o r i t y  m a y  b o r r o w  m o n e y . . .

T h i s  c h a n g e  a l l o w s  f o r  e a s i e r  r e a d i n g  a n d  c o m p r e h e n s i o n  i n  r e l a t i o n  

t o  t h e  B o n d i n g  L i m i t a t i o n s  s e c t i o n  in t h i s  l e g i s l a t i o n .

3. S e c t i o n  7, A S  4 4 . 8 8 . 0 9 5 :

A .  P a g e  4, l i n e s  7 a n d  8; ...to a q u i r e  a  d e v e l o p m e n t  p r o j e c t  o r  a n

i n t e r e s t  i n  a  d e v e l o p m e n t  p r o j e c t .

T h i s  a d d i t i o n  c l a r i f i e s  th e ty pe o f  p r o j e c t  a p p l i c a b l e  i n  t h i s  

s e c t i o n .

B .  P a g e  4, l i n e  22 ; B e f o r e  e n t e r i n g  i n t o  •: l e a s e  o r  o t h e r

a g r e e m e n t  u n d e r  A S  4 4 . 8 8 .090(e) r e g a r d i n g  a p r o j e c t . . .

T h i s  a d d i t i o n  c o n f o r m s  t o  th e d e f i n i t i o n  s e c t i o n  a n d  a l l o w s  f o r  

p r o p e r  w o r d  u s a g e .

C. P a g e  5

S e c t i o n s  d  a n d  e a r e  s w i t c h e d  in o r d e r  o f  p l a c e m e n t  w i t h i n  t h e  

b i l l  to a l l o w  e a s i e r  r e a d i n g  a n d  c o m p r e h e n s i o n .

D. P a g e  6, l i n e  3; " w i t h o u t  p r i o r  l e g i s l a t i v e  a p p r o v a l "  w a s  m o v e d

f r o m  t h e  e n d  o f  t h e  p a r a g r a g h  to t h e  b e g i n n i n g  a s  a m a t t e r  o f

g r a m m a t i c a l  p r e f e r e n c e .

E. P a g e  6, l i n e  5; [ a q u i s i t i o n ]  r e p l a c e d  w i t h  f i n a n c i n g .

T h i s  c h a n g e  c o n f o r m s  tc. t h e  d e f i n i t i o n  s e c t i o n  a n d  a l l o w s  f o r

p r o p e r  w o r d  u s a g e .



D e s c r i p t i o n  o f  C h a n g e s  

P a g e  T w o

4. S e c t i o n  1 0 ,  A S  4 4 . 8 8 . 1 5 5 ( b ) :

P a g e  7, l i n e s  15 t h r o u g h  18 w e r e  a d d e d  to t h e  b i l l  a n d  t h e  f o l l o w i n g  

c h a n g e  w a s  m a d e .

L i n e s  17 a n d  18; £ H e  [A S H A L L  E N T E R P R I S E  L O A N  A C C O U N T ,  A  L O A N  

I N S U R A N C E  A C C O U N T ,  A N D  O T H E R ]  a c c o u n t s  i t  c o n s i d e r s  a p p r o p r i a t e .

T h i s  c h a n g e  w a s  m a d e  i n  c o n j u n c t i o n  w i t h  s e c t i o n  1 1  a l l o w i n g  

f l e x i b i l i t y  o f  a c c o u n t s  w i t h i n  t h e  R e v o l v i n g  F u n d .

5. S e c t i o n  12 , A S  4 4 . 8 8 . 1 5 5 ( d ) :

Pa ge 8, l i n e s  2 6  a n d  27; . . . t h e  l o a n  is r e t a i n e d  b y  t h e  o r i g i n a t o r  o f  

the l o a n  a s  l o n e  as t h e  l o a n  is o u t s t a n d i n g ; o r . . .

T h i s  a d d i t i o n  c l a r i f i e s  t h e  t e r m s  and c o n d i t i o n s  o f  t h e  l o a n  

p e r t a i n i n g  to t h e  o r i g i n a t o r .

Pa ge 9, l i n e s  6 a n d  7; (B)] f i n a n c e d  from t h e  p r o c e e d s  o f  b o n d s ;  o r

(B) [C] e x p e c t e d  b y  t h e  a u t h o r i t y . . .

T h i s  t e c h n i c a l  c h a n g e  a l l o w s  f o r  e a s i e r  r e a d i n g  a n d  c o m p r e h e n s i o n .

6. S e c t i o n  13 , A S  4 4 . 8 8 . 1 6 5 :

Pa ge 9, l i n e  15; . . . a u t h o r i t y  m u s t  c o n s i d e r  t h e  a u t h o r i t y ' s  

d e l i n q u e n c y  e x p e r i e n c e .

Th i s  a d d i t i o n  c l a r i f i e s  t h a t  t h e  A u t h o r i t y ' s  e x p e r i e n c e  w i l l  b e  

c o n s i d e r e d  a s  o p p o s e d  to a n o t h e r .

7. T h e  f o l l o w i n g  s e c t i o n s  w e r e  a d d e d  to H o u s e  Bill 1 2 3  i n  r e s p o n s e  to p u b l i c  

i n t e r e s t  a n d  t h e  r e f e r e n c e d  c h a n g e s  w e r e  made.

A. S e c t i o n  15, A S  4 4 . 8 8 . 5 3 5 ( b ) :

P a g e  10, l i n e s  4 a n d  5; (b) Th e a u t h o r i t y  m a y  p r o v i d e  a 

g u a r a n t e e  f r o m  t h e  f u n d  f o r  u p  to £0 [70] p e r c e n t  o f  t h e  l o a n .

B. S e c t i o n  16, A S  4 4 . 8 8 . 5 4 5 :

P a g e  10, l i n e  10; T h e  a u t h o r i t y  m a y  n o t  p r o v i d e  a g u a r a n t e e

l i n e  11; (1) [A L O A N ]  o f  m o r e  t h a n  $ 1 , 0 0 0 , 0 0 0

l i n e  12; (2) [ L O A N S ]  to a n  i n d i v i d u a l  b o r r o w e r  t h a t

c u m u l a t i v e l y  e x c e e d s  [ E X C E E D ]  $ 1 , 0 0 0 , 0 0 0  

o f  g u a r a n t e e d  i n d e b t e d n e s s .



. P a g e  T h r e e

7. C o n t i n u e d

C. S e c t i o n  17, A S  4 4 . 8 8 . 5 6 0 :

P a g e  11, l i n e a  4  t h r o u g h  7; (7) t o  th e e x t e n t  th e a u t h o r i ty

c o n s i d e r s  it to b e  In i t a  b e a t  I n t e r e s t  to d o  ao . u s e  m o n e y  in 

t h e  b u s i n e s s  a s s i s t a n c e  f u n d  to n a y  e x p c n a e a  r e l a t i n g  to th e 

l i q u i d a t i o n  o f  c o l l a t e r a l  s e c u r i n g  l o a n s  g u a r a n t e e d  b y  t h e 

b u s l n e g . g  a s s i s t a n c e  f u nd.

T h e s e  c h a n g e s  p r o v i d e  f o r  a m o r e  m a r k e t a b l e  L o a n  G u a r a n t e e  P r o g r a m  b y  

a l l o w i n g  t h e  A u t h o r i t y  to m a k e  a g u a r a n t e e  u p  to $ 1 , 0 0 0 , 0 0 0  aa 

o p p o s e d  to g u a r a n t y i n g  a l o a n  u p  to $ 1 , 0 0 0 , 0 0 0  a n d  p a y  f o r  a s s e t  

l i q u i d a t i o n  c o s t 3  as d e e m e d  n e c e s s a r y  b y  t h e  A u t h o r i t y .

8. S e c t i o n  18, A S  4 4 . 8 8 . 9 0 0 ( 4 ) :

P a g e  1 1 ,  l i n e s  9 a n d  10; " d e v e l o p e m n t  p r o j e c t "  h a s  t h e  m e a n i n g  g i v e n  

to " p r o j e c t "  i n  ( 9 ) ( a )  o f  t h i s  s e c t i o n .

A  r e a r r a n g e m e n t  o f  w o r d s  a l l o w s  f o r  e a s i e r  r e a d i n g  a n d  c o m p r e h e n s i o n .



HOUSE BILL HO. 123 by the Rules Committee by roquest ot tha 
Covarnor, entitled!

"An Act relating to tha Alaaka Induatrlal 
Development and Export Authority] and providing 
tor an effactive date."

was raad tha first time and referred to tha Labor t 
Commerce, Judiciary and finance Commlttaaa.

January 27, 1909 HOUSE JOURHAL 107

HB 123

A zero fiscal nota with analysis by tha Department of 
Commerce & Economic Development was published January 27, 
1909.

Tha Governor's transmittal latter, dated January 27, 1909, 
appears belowi

"Dear Hr. Speaker)

Under the authority of art. Ill, sec. 10, of the Alaska 
Constitution, I are transmitting a bill authorizing the 
Alaaka Industrial Development and Export Authority (AIDEA) 
to finance development enterprises.

The raoat significant provisions of this bill relate to 
AIDEA's ability to finance resource development projects 
that AIDEA Intends to own or operate (such as the Red Dog 
Mine project). In this regard, tho bill would pormit AIDEA 
to issue up to 525,000,000 of its bonds for such a project 
without requiring passage of a law approving the project. 
It would also permit AIDEA to transfer amounts among its 
various accounts to provide more financing flexibility. 
(Although the provisions (proposed AS 44.SO.095(b) and (f)) 
requiring legislative approval before certain bonds 
exceeding specified amounts may be Issued raise a 
constitutional question under the separation-of-powers 
doctrine, I know of tho 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 institution must retain 10 percent of a loan. AS 
44.88.155(d). Under this bill, the originating financial 
institution must retain 20 percent of the loan. By increas­
ing this requirement along with tho amount that AIDEA can 
invest in or loan on projects, it is hoped that financial 
institutions will carefully select tho projocts for which 
they will extend credit.

This bill will allow AIDEA to gather together all funds and 
accounts established by law and administer them as a part of 
the re’volving fund of the authority. AIDEA- would bo given 
the power to transfer freely between accounts within tho 
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 tho powor to cre­
ate separate accounts necessary to guarantee repayment of a 
bond 1 * ' U *  if that action becomes necessary to make tho 
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 is unable to 
do so. Thia section acknowledges ’the state's moral obliga­
tion to back AIDEA's revenue bonds'if the authority becomes
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lnaolvant. Tha bill would chango this moral obligation 
rapraaantatlon to apply only to bonda laauad on or before 
January 1, 1989.

Tha bill would exprossly confer on AIDEA tho power to ahare 
ownerahlp of projects with private enterprlaea by either 
forming a partnership, Joint venture, or other form of coop­
erative ownerahlp agreement.

The bill would alao amend the provision in existing law that 
prohibits AIDEA from purchasing loans from financial insti­
tutions that experience a two percent or greater delinquency 
rate on loans made by the institution. Tho bill would allow 
AIDEA to aet the targot delinquency rate by regulation. By 
adopting thia technique, AIDEA will be given the flexibility 
to adjust tho delinquency rate to reflect exloting economic 
conditions. The inflexible rule in effect under existing 
law neta the rate too low to allow the majority of banka in 
the state to qualify for AIDEA financing.

I urge your favorablo consideration on this bill.

Sincerely,

/«/

Steve Cowper 
Covernor"
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O f f e r e d :  3 / 1 5 / 8 9
R e f e r r e d :  J u d i c i a r y  a n d
F i n a n c e

go0799hE

O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

B Y  T H E  L A B O R  A N D
I N  T H E  H O U S E  C O M M E R C E  C O M M I T T E E

C S  F O R  H O U S E  B I L L  N O .  1 2 3  ( L & C )

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

S I X T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t

a n d  E x p o r t  A u t h o r i t y ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  

d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  A S  4 4 . 8 8 . 0 1 0 ( a ) ( 9 )  i s  a m e n d e d  t o  r e a d :

( 9 )  t h e  a c h i e v e m e n t  o f  t h e  g o a l  o f  f u l l  e m p l o y m e n t ,  a n d  o f  

e s t a b l i s h m e n t  a n d  c o n t i n u i n g  o p e r a t i o n  a n d  d e v e l o p m e n t  o f  i n d u s t r i a l ,  

m a n u f a c t u r i n g ,  e x p o r t ,  s m a l l  b u s i n e s s ,  a n d  b u s i n e s s  e n t e r p r i s e s  i n  t h e  

s t a t e  [ ,  I N C L U D I N G ,  W I T H O U T  L I M I T A T I O N ,  F A C I L I T I E S  F O R  T R A N S P O R T A T I O N ,  

F A C I L I T I E S  F O R  P O L L U T I O N  C O N T R O L  A N D  W A S T E  D I S P O S A L ,  F A C I L I T I E S  F O R  

T H E  L O C A L  F U R N I S H I N G  O F  G A S ,  F A C I L I T I E S  F O R  W A T E R ,  F A C I L I T I E S  F O R  

I N D U S T R I A L  P A R K S , '  M A S S  C O M M U T I N G  V E H I C L E S ,  F A C I L I T I E S  F O R  L O C A L  D I S ­

T R I C T  H E A T I N G  O R  C O O L I N G ,  P A R K I N G  F A C I L I T I E S ,  O R  A  S T O R A G E  O R  T R A I N I N G  

F A C I L I T Y  R E L A T I N G  T O  A  P L A N T  O R  F A C I L I T Y , )  w i l l  b e  a c c e l e r a t e d  a n d  

f a c i l i t a t e d  b y  t h e  c r e a t i o n  o f  a n  i n s t r u m e n t a l i t y  o f  t h e  s t a t e  w i t h  

p o w e r s  t o  i n c u r  d e b t ,  t o  o w n  a n d  o p e r a t e  f a c i l i t i e s ,  t o  e n t e r  i n t o  

p a r t n e r s h i p ,  j o i n t  v e n t u r e ,  a n d  o t h e r  a g r e e m e n t s  w i t h  o t h e r  p e r s o n s  

w i t h  r e s p e c t  t o  t h e  o w n e r s h i p ,  o p e r a t i o n ,  o r  c o n s t r u c t i o n  o f  f a c l 1 -  

i t i e s ,  a n d  t o  m a k e  a n d  i n s u r e  l o a n s  t o  f i n a n c e ,  a n d  t o  a s s i s t  p r i v a t e  

l e n d e r s  t o  m a k e  l o a n s  t o  f i n a n c e ,  t h e  e s t a b l i s h m e n t ,  o p e r a t i o n ,  a n d  

d e v e l o p m e n t  o f  i n d u s t r i a l ,  m a n u f a c t u r i n g ,  e x p o r t ,  s m a l l  b u s i n e s s ,  a n d  

b u s i n e s s  e n t e r p r i s e s  [ ,  I N C L U D I N G ,  W I T H O U T  L I M I T A T I O N ,  F A C I L I T I E S  F O R  

T R A N S P O R T A T I O N ,  F A C I L I T I E S  F O R  P O L L U T I O N  C O N T R O L  A N D  W A S T E  D I S P O S A L ,  

F A C I L I T I E S  F O R  T H E  L O C A L  F U R N I S H I N G  O F  G A S ,  F A C I L I T I E S  F O R  W A T E R ,

HBU123B -1- CSHB 1 2 3 (L&C)



1  F A C I L I T I E S  F O R  I N D U S T R I A L  P A R K S ,  M A S S  C O M M U T I N G  V E H I C L E S ,  F A C I L I T I E S

2  F O R  L O C A L  D I S T R I C T  H E A T I N G  O R  C O O L I N G ,  P A R K I N G  F A C I L I T I E S ,  O R  A  S T O R -

3  A G E  O R  T R A I N I N G  F A C I L I T Y  R E L A T I N G  T O  A  P L A N T  O R  F A C I L I T Y ] ;

A  *  S e c .  2 .  A S  4 4 . 8 8 . 0 1 0 ( c )  i s  a m e n d e d  t o  r e a d :

5  ( c )  I t  i s  f u r t h e r  d e c l a r e d  t o  b e  t h e  p o l i c y  o f  t h e  s t a t e ,  i n  t h e

6  i n t e r e s t s  o f  p r o m o t i n g  t h e  h e a l t h ,  s e c u r i t y ,  a n d  g e n e r a l  w e l f a r e  o f

7  a l l  t h e  p e o p l e  o f  t h e  s t a t e ,  a n d  a  p u b l i c  p u r p o s e  o f  t h e  s t a t e ,  t o

8  a c c o m p l i s h  t h e  o b j e c t i v e s  s e t  o u t  i n  ( b )  o f  t h i s  s e c t i o n  t h r o u g h  t h e

9  p r o v i s i o n  o f  f i n a n c i a l  s u p p o r t , i n  t h e  f o r m  o f  l o a n s ,  g u a r a n t e e s ,

1 0  e q u i t y  i n v e s t m e n t s ,  o r  o t h e r  m e t h o d s  p r o v i d e d  i n  t h i s  c h a p t e r ,  f o r  o r

1 1  i n  c o o p e r a t i o n  w i t h , o r  t h r o u g h  j o i n t  v e n t u r e ,  p a r t n e r s h i p ,  o r  o t h e r

1 2  a g r e e m e n t s  w i t h ,  p u b l i c  [ F E D E R A L ,  S T A T E , ]  a n d  p r i v a t e  i n s t i t u t i o n s

1 3  [ F O R  T H E  P U R P O S E  O F  I N C R E A S I N G  T H E  E X P O R T  O F  A L A S K A  G O O D S ,  T A L E N T ,  R A W

1 4  M A T E R I A L S ,  A N D  S E R V I C E S ] ,

1 5  *  S e c .  3 .  A S  4 4 . 8 8 . 0 6 0  i s  a m e n d e d  t o  r e a d :

1 6  S e c .  4 4 . 8 8 . 0 6 0 .  A L A S K A  I N D U S T R I A L  D E V E L O P M E N T  A N D  E X P O R T

1 7  A U T H O R I T Y  R E V O L V I N G  F U N D .  T h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  a n d

1 8  E x p o r t  A u t h o r i t y  r e v o l v i n g  f u n d  i s  e s t a b l i s h e d  i n  t h e  a u t h o r i t y .  T h e

1 9  r e v o l v i n g  f u n d  c o n s i s t s  o f  a p p r o p r i a t i o n s  m a d e  t o  t h e  r e v o l v i n g  f u n d

2 0  b y  t h e  l e g i s l a t u r e ,  m o n e y  o r  o t h e r  a s s e t s  t r a n s f e r r e d  t o  t h e  r e v o l v i n g

2 1  f u n d  b y  t h e  a u t h o r i t y ,  a n d  u n r e s t r i c t e d  p a y m e n t s  o n  l o a n s  m a d e  o r

2 2  p u r c h a s e d  b y  t h e  a u t h o r i t y .  U n l e s s  o t h e r w i s e  e x p r e s s l y  s t a t e d ,  t h e

2 3  a c c o u n t s  c r e a t e d  i n  t h i s  c h a p t e r  a r e  a c c o u n t s  i n  t h e  r e v o l v i n g  f u n d .

2 4  T h e  a u t h o r i t y  m a y  c r e a t e  a d d i t i o n a l  a c c o u n t s  e i t h e r  i n  t h e  r e v o l v i n g

2 5  f u n d  o r  o u t s i d e  t h e  r e v o l v i n g  f u n d .  S u b j e c t  t o  a g r e e m e n t s  m a d e  w i t h

2 6  t h e  h o l d e r s  o f  t h e  a u t h o r i t y ' s  b o n d s  o r  w i t h  o t h e r  p e r s o n s ,  t h e

2 7  a u t h o r i t y  m a y  t r a n s f e r  a m o u n t s  i n  a n  a c c o u n t  i n  t h e  r e v o l v i n g  f u n d  t o

2 8  a n o t h e r  a c c o u n t  i n  t h e  r e v o l v i n g  f u n d .  A m o u n t s  d e p o s i t e d  i n  t h e

2 9  r e v o l v i n g  f u n d  m a y  b e  p l e d g e d  t o  t h e  p a y m e n t  o f  b o n d s  o f  t h e  a u t h o r i t y
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1  o r  e x p e n d e d  f o r  t h e  p u r p o s e s  o f  t h e  a u t h o r i t y  u n d e r  t h i s  c h a p t e r .  T h e

2  a u t h o r i t y  h a s  t h e  p o w e r s  a n d  r e s p o n s i b i l i t i e s  e s t a b l i s h e d  i n  A S  3 7 . 1 0 .

3  0 7 1  w i t h  r e s p e c t  t o  t h e  i n v e s t m e n t  o f  a m o u n t s  h e l d  i n  t h e  r e v o l v i n g

4  f u n d .

5  *  S e c .  4 .  A S  4 4 . 8 8 . 0 7 0 ( 2 )  i s  a m e n d e d  t o  r e a d :

6  ( 2 )  o w n i n g  a n d  o p e r a t i n g , e i t h e r  s o l e l y  o r  b y  p a r t n e r s h i p ,

7 j o i n t  v e n t u r e ,  o r  o t h e r  a g r e e m e n t  w i t h  a n o t h e r  p e r s o n ,  t h e  e n t e r p r i s e s

8  a n d  o t h e r  f a c i l i t i e s  d e s c r i b e d  i n  A S  4 4 . 8 8 . 1 7 2 ;

9  *  S e c .  5 .  A S  4 4 . 8 8 . 0 8 0 ( 1 4 )  i s  a m e n d e d  t o  r e a d :

1 0  ( 1 4 )  t o  a c q u i r e ,  m a n a g e ,  a n d  o p e r a t e  p r o j e c t s , a n d  t o  e n t e r

1 1  i n t o  a g r e e m e n t s  w i t h  o t h e r  p e r s o n s  f o r  s h a r e d  o w n e r s h i p ,  o p e r a t i o n ,  o r

1 2  c o n s t r u c t i o n  o f  p r o j e c t s ,  a s  t h e  a u t h o r i t y  c o n s i d e r s  n e c e s s a r y  o r

1 3  a p p r o p r i a t e  t o  s e r v e  a  p u b l i c  p u r p o s e  o r  t o  e x e r c i s e  i t s  p o w e r s  u n d e r

1 4  t h i s  c h a p t e r ;

1 5  *  S e c .  6 .  A S  4 4 . 8 8 . 0 9 0 ( a )  i s  a m e n d e d  t o  r e a d :

1 6  ( a )  T h e  [ S U B J E C T  T O  ( g )  O F  T H I S  S E C T I O N ,  T H E ]  a u t h o r i t y  m a y

1 7  b o r r o w  m o n e y  a n d  m a y  i s s u e  b o n d s ,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  b o n d s

1 8  o n  w h i c h  t h e  p r i n c i p a l  a n d  i n t e r e s t  a r e  p a y a b l e

1 9  ( 1 )  e x c l u s i v e l y  f r o m  t h e  i n c o m e  a n d  r e c e i p t s  o r  o t h e r  m o n e y

2 0  d e r i v e d  f r o m  t h e  p r o j e c t  o r  d e v e l o p m e n t  p r o j e c t  f i n a n c e d  w i t h  t h e

2 1  p r o c e e d s  o f  t h e  b o n d s  o r  d e r i v e d  f r o m  t h e  e x p o r t e r  o r  e x p o r t i n g  t r a n s -

2 2  a c t i o n  f i n a n c e d ,  g u a r a n t e e d ,  o r  i n s u r e d  w i t h  t h e  p r o c e e d s  o f  t h e

2 3  b o n d s ;

2 4  ( 2 )  e x c l u s i v e l y  f r o m  t h e  i n c o m e  a n d  r e c e i p t s  o r  o t h e r  m o n e y

2 5  d e r i v e d  f r o m  d e s i g n a t e d  p r o j e c t ^  o r  d e v e l o p m e n t  p r o j e c t s  o r  o t h e r

2 6  s o u r c e s  w h e t h e r  o r  n o t  t h e y  a r e  f i n a n c e d ,  i n s u r e d ,  o r  g u a r a n t e e d  i n
t

2 7  w h o l e  o r  i n  p a r t  w i t h  t h e  p r o c e e d s  o f  t h e  b o n d s ;  o r

2 8  ( 3 )  f r o m  i t s  i n c o m e  a n d  r e c e i p t s  o r  o t h e r  a s s e t s  g e n e r a l l y ,

2 9  o r  a  d e s i g n a t e d  p a r t  o r  p a r t s  o f  t h e m .
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1 *  S e c .  7 .  A S  4 4 . 8 8  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

2  S e c .  4 4 . 8 8 . 0 9 5 .  B O N D I N G  L I M I T A T I O N S .  ( a )  T h e  a u t h o r i t y  m a y  n o t

3  i s s u e  b o n d s  i n  a  1 2 - m o n t h  p e r i o d  i n  a n  a m o u n t  t h a t  e x c e e d s

4  $ 4 0 0 , 0 0 0 , 0 0 0 .

5  ( b )  T h e  a u t h o r i t y  m a y  n o t  i s s u e  r e v e n u e  b o n d s ,  o t h e r  t h a n  r e -

6  f u n d i n g  b o n d s ,  t o  p u r c h a s e  a  l o a n  f o r  a  p r o j e c t  u n d e r  A S  4 4 . 8 8 . 1 5 5  -

7  4 4 . 8 8 . 1 5 9 ,  t o  a c q u i r e  a  d e v e l o p m e n t  p r o j e c t  o r  a n  i n t e r e s t  i n  a  d e v e l -

8  o p m e n t  p r o j e c t  u n d e r  A S  4 4 . 8 8 . 1 7 2  - 4 4 . 8 8 . 1 7 7  o r  t o  p r o v i d e  m o n e y  t o

9  f i n a n c e ,  g u a r a n t e e ,  o r  i n s u r e  a n  e x p o r t i n g  t r a n s a c t i o n  u n d e r  A S  4 4 . -

1 0  8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0  i n  a n  a m o u n t  g r e a t e r  t h a n  $ 5 0 , 0 0 0 , 0 0 0  d u r i n g  a n y

1 1  1 2 - m o n t h  p e r i o d  u n l e s s  t h e  i s s u a n c e  i s  i n c l u d e d  s e p a r a t e l y  i n  t h e

1 2  e s t i m a t e s  r e q u i r e d  i n  t h e  r e p o r t  o f  t h e  a u t h o r i t y  u n d e r  A S  4 4 . 8 8 . -

1 3  2 1 0 ( b )  a n d  u n l e s s  t h e  l e g i s l a t u r e ,  b y  l a w ,  a p p r o v e s  t h e  i s s u a n c e .

1 4  ( c )  B e f o r e  e n t e r i n g  i n t o  a  l e a s e  o r  o t h e r  a g r e e m e n t  u n d e r
i

1 5  A S  4 4 . 8 8 . 0 9 0 ( e )  r e g a r d i n g  a  p r o j e c t  f o r  w h i c h  t h e  a u t h o r i t y  a g r e e s  t o

1 6  i s s u e  b o n d s  i n  a n  a m o u n t  i n  e x c e s s  o f  $ 6 , 0 0 0 , 0 0 0 ,  t h e r e  m u s t  b e  f i l e d

1 7  w i t h  t h e  a u t h o r i t y  a  c e r t i f i e d  c o p y  o f  a  r e s o l u t i o n  o f  t h e  g o v e r n i n g

1 8  b o d y  o f  t h e  p o l i t i c a l  s u b d i v i s i o n  o f  t h e  s t a t e ,  i f  a n y ,  i n  w h i c h  t h e

1 9  p r o j e c t  i s  t o  b e  l o c a t e d ,  c o n s e n t i n g  t o  t h e  l o c a t i o n  o f  t h e  p r o j e c t .

2 0  T h e  c o n s e n t  n e e d  o n l y  r e f e r  t o  t h e  g e n e r a l  n a t u r e  o f  t h e  p r o j e c t

2 1  u l t i m a t e l y  t o  b e  a c q u i r e d ,  a s  s e t  o u t  i n  a  r e q u e s t  o f  t h e  p r o p o s e d

2 2  p r o j e c t  a p p l i c a n t .  B e f o r e  e n t e r i n g  i n t o  a  l e a s e  o r  o t h e r  a g r e e m e n t

2 3  u n d e r  A S  4 4 . 8 8 . 0 9 0 ( e )  r e g a r d i n g  a  p r o j e c t ,  t h e  a u t h o r i t y  s h a l l  f i n d ,

2 4  o n  t h e  b a s i s  o f  a l l  i n f o r m a t i o n  r e a s o n a b l y  a v a i l a b l e  t o  i t ,  t h a t

2 5  ( 1 )  t h e  p r o j e c t  a n d  i t s  d e v e l o p m e n t  u n d e r  t h i s  c h a p t e r  w i l l

2 6  b e  e c o n o m i c a l l y  a d v a n t a g e o u s  t o  t h e  s t a t e  a n d  t h e  g e n e r a l  p u b l i c

2 7  w e l f a r e  a n d  w i l l  c o n t r i b u t e  t o  t h e  e c o n o m i c  g r o w t h  o f  t h e  s t a t e ;

2 8  ( 2 )  t h e  p r o j e c t  a p p l i c a n t  i s  f i n a n c i a l l y  r e s p o n s i b l e ;

2 9  ( 3 )  p r o v i s i o n  t o  m e e t  i n c r e a s e d  d e m a n d  u p o n  p u b l i c  f a c i l i -
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1 t i e s  t h a t  m i g h t  r e s u l t  f r o m  t h e  p r o j e c t  i n  r e a s o n a b l y  a s s u r e d ;  a n d

2  ( ' 0  t h e  p r o j e c t  w i l l  p r o v i d e ,  o r  r e t a i n ,  e m p l o y m e n t  r e a s o n -

3  a b l y  r e l a t e d  t o  t h e  a m o u n t  o f  t h e  f i n a n c i n g  b y  t h e  a u t h o r i t y ,  c o n -

4  s i d e r i n g  t h e  a m o u n t  o f  i n v e s t m e n t  p e r  e m p l o y e e  f o r  c o m p a r a b l e  f a c i l -

5  i t i c s  a n d  o t h e r  r e l e v a n t  f a c t o r s .

0  ( d )  B e f o r e  a d o p t i n g  a  r e s o l u t i o n  a p p r o v i n g  a  p r o j e c t  t o  b e

7  f i n a n c e d  u n d e r  A S  4 4 . 8 8 . 1 7 2  f o r  w h i c h  b o n d s  m u s t  b e  i s s u e d ,  t h e  a u -

8  t h o r i t y  s h a l l ,  o n  t h e  b a s i s  o f  a l l  i n f o r m a t i o n  r e a s o n a b l y  a v a i l a b l e  t o

9  i t ,  m a k e  f i n d i n g s ,  w i t h  r e s p e c t  t o  t h e  p r o j e c t ,  a s  d e s c r i b e d  i n

1 0  ( c ) ( 1 )  - ( 4 )  o f  t h i s  s e c t i o n ,  a n d  a l s o  f i n d  t h a t

1 1  ( 1 )  t h e  p r o j e c t  i s  e c o n o m i c a l l y  a n d  f i n a n c i a l l y  f e a s i b l e

1 2  a n d  a b l e  t o  p r o d u c e  r e v e n u e  a d e q u a t e  t o  r e p a y  t h e  b o n d s  o r  l o a n s  w i t h

1 3  w h i c h  i t  i s  f i n a n c e d ;

1 4  ( 2 )  t h e  p r o j e c t  c o m p l i e s  w i t h  a p p l i c a b l e  l a w ;  a n d

1 5  ( 3 )  i s s u a n c e  o f  t h e  b o n d s  i s  n o t  e x p e c t e d  t o  a d v e r s e l y

1 6  a f f e c t  t h e  a b i l i t y  o f  t h e  s t a t e  o r  a n y  p o l i t i c a l  s u b d i v i s i o n  o f  t h e

1 7  s t a t e  t o  m a r k e t  o t h e r  b o n d s .

1 8  ( e )  B e f o r e  e n t e r i n g  i n t o  a n  a g r e e m e n t  t o  f i n a n c e  o r  t o  d e v e l o p  a

1 9  p r o p o s e d  p r o j e c t  w i t h  a  c o s t  i n  e x c e s s  o f  $ 1 0 , 0 0 0 , 0 0 0  f i n a n c e d  u n d e r

2 0  A S  4 4 . 8 8 . 1 7 2  f o r  w h i c h  b o n d s  m u s t  b e  i s s u e d ,  t h e  a u t h o r i t y  s h a l l

2 1  o b t a i n  t h e  a p p r o v a l  o f  e a c h  R e g i o n a l  R e s o u r c e  A d v i s o r y  C o u n c i l

2 2  a p p o i n t e d  u n d e r  A S  4 4 . 8 8 . 1 7 4  o r  m u n i c i p a l i t y  i n  t h e  a r e a  i n  w h i c h  t h e

2 3  p r o p o s e d  p r o j e c t  i s  t o  b e  l o c a t e d .  A p p r o v a l  u n d e r  t h i s  s u b s e c t i o n

2 4  m u s t  b e  e v i d e n c e d  b y  a  c e r t i f i e d  c o p y  o f  a  r e s o l u t i o n  o f  t h e  c o u n c i l

2 5  o r  o f  t h e  g o v e r n i n g  b o d y  o f  t h e  m u n i c i p a l i t y .  B e f o r e  c o n s i d e r i n g  a

2 6  r e s o l u t i o n  r e g a r d i n g  t h e  a p p r o v a l  o r  r e j e c t i o n  o f  t h e  d e v e l o p m e n t  o r

2 7  f i n a n c i n g  o f  a  p r o p o s e d  p r o j e c t  u n d e r  t h i s  s u b s e c t i o n ,  a  R e g i o n a l

2 8  R e s o u r c e  A d v i s o r y  C o u n c i l  s h a l l  c o n d u c t  a  p u b l i c  h e a r i n g  i n  t h e

2 9  r e g i o n .  I f  a  p r o p o s e d  p r o j e c t  i s  l o c a t e d  i n  a  m u n i c i p a l i t y ,  t h e
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1 g o v e r n i n g  b o d y  o f  t h e  m u n i c i p a l i t y  s h a l l  c o n d u c t  a  h e a p i n n  o n  t h e

2  p r o p o s e d  p r o j e c t .

3 ( f )  W i t h o u t  p r i o r  l e g i s l a t i v e  a p p r o v a l ,  t h e  a u t h o r i t y  m a y  n o t

4  i s s u e  b o n d s  i n  a n  a m o u n t  g r e a t e r  t h a n  $ 2 5 , 0 0 0 , 0 0 0  t o  a s s i s t  i n  t h e

5 f i n a n c i n g  o f  a  d e v e l o p m e n t  p r o j e c t  u n d e r  A S  4 4 . 8 8 . 1 7 2  - 4 4 . 8 8 . 1 7 7 .

6  *  S e c .  8 .  A S  4 4 . 8 8 . 1 0 5 ( a )  i s  a m . e n c ( e d  t o ,  r e a d :

7  ( a )  F o r  t h e  p u r p o s e  o f  s e c u r i n g  o n e  o r  m o r e  i s s y e s  o f  i t s  b o n d s ,

8  t h e  a u t h o r i t y  m a y  e s t a b l i s h  o n e  o r  m o r e  s p e c i a l  f u n d s ,  c a l l e d  " c a p i t a l

9  r e s e r v e  f u n d s " ,  a n d  s h a l l  p a y  i n t o  t h o s e  c a p i t a l  r e s e r v e  f u n d s  t h e

1 0  p r o c e e d s  o f  t h e  s a l e  o f  i t s  b o n d s  a n d  o t h e r  m o n e y  w h i c h  m a y  b e  m a d e

1 1  a v a i l a b l e  t o  t h e  a u t h o r i t y  f r o m  o . t h e r  s o u r c e s  f o r  t h e  p u r p o s e s  o f  t h e

1 2  c a p i t a l  r e s e r v e  f u n d s .  A  c a p i t a l  r e s e r v e  f u n d  m a y  b e  e s t a b l i s h e d  o n l y

1 3  i f  t h e  a u t h o r i t y  d e t e r m i n e s  t h a t  t h e  e s t a b l i s h m e n t  o . f  t h e  f u r \ d  w o u l d

1 4  e n h a n c e  t h e  m a r k e t a b i l i t y  o f  t h e  b o n d s  [ ,  A N D  I F  T H O . S E  C O S T S  O F  A

1 5  P R O J E C T ,  A S  D E F I N E D  I N  A S  4 4 . 8 8 . 9 0 0 ,  W H I C H  A R E .  T O  B E  F I N A N C E D  W I T H  T H E

1 6  P R O C E E D S  O F  T H E  B O N D S ,  DO.  N O T  E X C E E D  $ 1 0 , 0 0 0 , 0 0 0 ] ,  M o n e y  i n  a  c a p i t a l

1 7  r e s e r v e  f u n d ,  e x c e p t  a s  p r o v i d e d  i n  t h i s  s e c t i o n ,  m a y  b e  u s e d  a s

1 8  r e q u i r e d  o n l y  f o r  ( 1 )  t h e  p a y m e n t  o f  t h e  p r i n c i p a l  o f ,  a n d  i n t e r e s t

1 9  o n ,  b o n d s  o r  o f  t h e  s i n k i n g  f u n d  p a y m e n t s  w i t h  r e s p e c t  t o  t h o s e  b o n d s ;

2 0  ( 2 )  t h e  p u r c h a s e  o r  r e d e m p t i o n  o f  t h e  b o n d s ;  o r  ( 3 )  t h e  p a y m e n t  o f  a

2 1  r e d e m p t i o n  p r e m i u m  r e q u i r e d  t o  b e  p a i d  w h e n  t h e  b o n d s  a r e  r e d e e m e d

2 2  b e f o r e  m a t u r i t y .  H o w e v e r ,  m o n e y  i n  a  c a p i t a l  r e s e r v e  f u n d  m a y  n o t  b e

2 3  w i t h d r a w n  i f  t h e  w i t h d r a w a l  w o u l d  r e d u c e  t h e  a m o u n t  i n  t h e  c a p i t a l

2 4  r e s e r v e  f u n d  t o  l e s s  t h a n  t h e  c a p i t a l  r e s e r v e  f u n d  r e q u i r e m e n t ,  e x c e p t

2 5  f o r  t h e  p u r p o s e  o f  m a k i n g  p a y m e n t ,  w h e n  d u e ,  o f  p r i n c i p a l ,  i n t e r e s t ,

2 6  r e d e m p t i o n  p r e m i u m s  o n  t h e  b o n d s ,  a n d  s i n k i n g  f u n d  p a y m e n t s  w h e n  o t h e r

2 7  m o n e y  o f  t h e  a u t h o r i t y  i s  n o t  a v a i l a b l e  f o r  t h e  p a y m e n t s .  I n c p m e  o r

2 8  i n t e r e s t  e a r n e d  b y ,  o r  i n c r e m e n t  t o ,  a  c a p i t a l  p e s e r v e  f u n d ,  f r o m  t h e

2 9  i n v e s t m e n t  o f  a l l  o r  p a r t  o f  t h e  f u n d ,  m a y  b e  t r a n s f e r r e d  b y  t h e
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----------------------------------------------------

1  a u t h o r i t y  t o  o t h e r  f u n d s  o r  a c c o u n t s  o f  t h e  a u t h o r i t y  i f  t h e  t r a n s f e r

2  d o e s  n o t  r e d u c e  t h e  a m o u n t  o f  t h e  c a p i t a l  r e s e r v e  f u n d  b e l o w  t h e

3  c a p i t a l  r e s e r v e  f u n d  r e q u i r e m e n t .

4  *  S e c .  9 .  A S  4 4 . 8 8 . 1 0 5 ( d )  i s  a m e n d e d  t o  r e a d :

5  ( d )  W i t h  r e s p e c t  t o  a  c a p i t a l  r e s e r v e  f u n d  c r e a t e d  u n d e r  t h i s

6  s e c t i o n  o n  o r  b e f o r e  J a n u a r y  1 .  1 9 8 9 ,  t h e  [ T H E ]  c h a i r m a n  o f  t h e

7  a u t h o r i t y  s h a l l  a n n u a l l y ,  n o  l a t e r  t h a n  J a n u a r y  2 ,  c e r t i f y  i n  w r i t i n g

8  t o  t h e  g o v e r n o r  a n d  t h e  l e g i s l a t u r e  t h e  a m o u n t ,  i f  a n y ,  r e q u i r e d  t o

9  r e s t o r e  t h e  [ A ]  c a p i t a l  r e s e r v e  f u n d  t o  t h e  c a p i t a l  r e s e r v e  f u n d

1 0  r e q u i r e m e n t .  T h e  l e g i s l a t u r e  m a y  a p p r o p r i a t e  t o  t h e  a u t h o r i t y  t h e

1 1  a m o u n t  c e r t i f i e d  b y  t h e  c h a i r m a n  o f  t h e  a u t h o r i t y .  T h e  a u t h o r i t y

1 2  s h a l l  d e p o s i t  t h e  a m o u n t s  a p p r o p r i a t e d  u n d e r  t h i s  s u b s e c t i o n  d u r i n g  a

1 3  f i s c a l  y e a r  i n  t h e  p r o p e r  c a p i t a l  r e s e r v e  f u n d .  N o t h i n g  i n  t h i s

1 4  s e c t i o n  c r e a t e s  a  d e b t  o r  l i a b i l i t y  o f  t h e  s t a t e .

1 5  *  S e c .  1 0 .  A S  4 4 . 8 8 . 1 5 5 ( b )  i s  a m e n d e d  t o  r e a d :

1 6  ( b )  T h e  a u t h o r i t y  m a y  e s t a b l i s h  i n  t h e  e n t e r p r i s e  d e v e l o p -

1 7  m e n t  a c c o u n t  j d i e  [ A  S M A L L  E N T E R P R I S E  L O A N  A C C O U N T ,  A  L O A N  I N S U R A N C E

1 8  A C C O U N T ,  A N D  O T H E R ]  a c c o u n t s  i t  c o n s i d e r s  a p p r o p r i a t e .

1 9  *  S e c .  1 1 .  A S  4 4 . 8 8 . 1 5 5 ( c )  i s .  a m e n d e d  t o  r e a d :

2 0  ( c )  M o n e y  a n d  o t h e r  a s s e t s  o f  t h e  e n t e r p r i s e  d e v e l o p m e n t  a c c o u n t

2 1  m a y  b e  u s e d  t o  s e c u r e  b o n d s  o f  t h e  a u t h o r i t y  i s s u e d  t o  f i n a n c e  t h e

2 2  p u r c h a s e  o f  l o a n s  f o r  p r o j e c t s  [ A N D  S H A L L  B E  H E L D  A N D  I N V E S T E D  B Y  T H E

2 3  A U T H O R I T Y  I N  A C C O R D A N C E  W I T H  A S  3 7 . 1 0 . 0 7 1 ]  o r  s h a l l  b e  u s e d  t o  p u r -

2 4  c h a s e  l o a n s  f o r  p r o j e c t s .

2 5  *  S e c .  1 2 .  A S  4 4 . 8 8 . 1 5 5 ( d )  i s  a m e n d e d  t o  r e a d :

2 6  ( d )  A  l o a n  p u r c h a s e d  i n  w h o l e  o r  i n  p a r t  b y  t h e  a u t h o r i t y  w i t h

2 7  a s s e t s  o f  t h e  e n t e r p r i s e  d e v e l o p m e n t  a c c o u n t  o r  w i t h  p r o c e e d s  o f  b o n d s

2 8  s e c u r e d  b y  a s s e t s  o f  t h e  e n t e r p r i s e  d e v e l o p m e n t  a c c o u n t ,  o t h e r  t h a n  a

2 9  l o a n  w h i c h  i s  f i n a n c e d  w i t h  t h e  p r o c e e d s  o f  b o n d s  o f  t h e  a u t h o r i t y  a n d

HB0123B -7- CSHB 1 2 3 (L&C)



1  s e c u r e d  o n l y  j b y  . a  . p r o j e c t  . a p p l i c a n t  « r  a  p r o j e c t *

2  ( 1 )  . m a y  n o t  e x c e e d  : $ 2 5  , 0 0 0  , 0 0 0

3  ; [ t ( A )  s i o . o o o ^ a o o j  . O R

4  ( B )  ^ 5 a 0 , „ 0 0 0  I F  E H E  i L O A N  I S  P U R C H A S E D  U N D E R  A S  4 4 . 8 8 . -

5  1 5 . 8 ] ;

6  £ Z )  m a y  n o t  e x c e e d  ( t h e  - c o < s £  ( O f  t h e  p r o j e c t  o r  7 5  p e r c e n t  o f

7  t h e  a p p r a i s e d  v a l u e  . o f  s t h e  p r o j e c t . ,  w h i c h e v e r  i s  l e s s ,  u n l e s s  t h e

8  a m o u n t  o f  t h e  l o a n  i n  e x c e s s  o f  t h i s  l i m i t  i s  f e d e r a l l y  i n s u r e d  o r

9  g u a r a n t e e d  . o r  i s  i n s u r e d  b y  a  q u a l i f i e d  m o r t g a g e  i n s u r a n c e  c o m p a n y ;

1 0  [ 3 )  m a y  n o t  b e  f o r  a  ( t e r m  l o n g e r  t h a n  t h r e e - q u a r t e r s  o f  t h e

1 1  a u t h o r i t y ' s  e s t i m a t e  o f  t h e  l i f e  o f  t h e  p r o j e c t  o r  2 5  y e a r s  f r o m  t h e

1 2  d a t e  t h e  l o a n  i s  m a d e ,  w h i c h e v e r  i s  e a r l i e r ;

1 3  { 4 )  s h a l l  c o n t a i n  c o m p l e t e  a m o r t i z a t i o n  p r o v i s i o n s  s a t i s -

1 4  f a c t o r y  t o  t h e  a u t h o r i t y  r e q u i r i n g  p e r i o d i c  p a y m e n t s  b y  t h e  b o r r o w e r ;

1 5  ( 5 )  s h a l l  b e  i n  t h e  f o r m  a n d  c o n t a i n  t h e  t e r m s  a n d  p r o v i -

1 6  s i o n s  w i t h  r e s p e c t  t o  i n s u r a n c e ,  r e p a i r s ,  a l t e r a t i o n s ,  p a y m e n t  o f

1 7  t a x e s  a n d  a s s e s s m e n t s ,  d e f a u l t  r e s e r v e s ,  d e l i n q u e n c y  c h a r g e s ,  d e f a u l t

1 8  r e m e d i e s ,  a c c e l e r a t i o n  o f  m a t u r i t y ,  s e c o n d a r y  l i e n s ,  a n d  o t h e r  m a t t e r s

1 9  t h e  a u t h o r i t y  p r e s c r i b e s ;

2 0  ( 6 )  s h a l l  b e  s e c u r e d  a s  t o  r e p a y m e n t  b y  a  m o r t g a g e  o r  o t h e r

2 1  s e c u r i t y  i n s t r u m e n t  i n  t h e  m a n n e r  t h e  a u t h o r i t y  d e t e r m i n e s  i s  f e a s i b l e

2 2  t o  a s s u r e  t i m e l y  r e p a y m e n t  u n d e r  a  l o a n  a g r e e m e n t  e n t e r e d  i n t o  w i t h

2 3  t h e  b o r r o w e r ;

2 4  ( 7 )  m a y  n o t  b e  m a d e  u n l e s s

2 5  ( A )  a t  l e a s t  2 0  [ 1 0 ]  p e r c e n t  o f  f  e  p r i n c i p a l  a m o u n t

2 6  o f  t h e  l o a n  i s  r e t a i n e d  b y  t h e  o r i g i n a t o r  o .  l o a n  a s  l o n g  a s

2 7  t h e  l o a n  i s  o u t s t a n d i n g ;  o r

2 8  ( B )  1 0 0  p e r c e n t  o f  t h e  p r i n c i p a l  a m o u n t  o f  t h e  l o a n  i s

2 9  g u a r a n t e e d  b y  t h e  U n i t e d  S t a t e s  o r  a n  a g e n c y  o r  i n s t r u m e n t a l i t y
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1 o f  t h e  U n i t e d  S t a t e s ;

2  ( 8 )  m u s t  b e

3  ( A )  [ A T  L E A S T  P A R T I A L L Y  G U A R A N T E E D  B Y  T H E  U N I T E D

4  S T A T E S  O R  A N  A G E N C Y  O R  I N S T R U M E N T A L I T Y  O F  T H E  U N I T E D  S T A T E S ,

5  S U B J E C T  T O  T H E  P R O V I S I O N S  O F  A S  4 4 . 8 8 . 1 5 8 ;

6  ( B ) ]  f i n a n c e d  f r o m  t h e  p r o c e e d s  o f  b o n d s ;  o r

7  ( B )  [ ( C ) ]  e x p e c t e d  b y  t h e  a u t h o r i t y  t o  b e  f i n a n c e d

8  f r o m  t h e  p r o c e e d s  o f  b o n d s .

9  *  S e c .  1 3 .  A S  4 4 . 8 8 . 1 6 5  i s  r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

1 0  S e c .  4 4 . 8 8 . 1 6 5 ;  D E L I N Q U E N T  L O A N S .  T h e  a u t h o r i t y  s h a l l  a d o p t

1 1  r e g u l a t i o n s  t o  d e s c r i b e  t h e  c i r c u m s t a n c e s  u n d e r  w h i c h  i t  w i l l  d i s c o n -

1 2  t i n u e  p u r c h a s i n g  l o a n s  f r o m  a  f i n a n c i a l  i n s t i t u t i o n  b e c a u s e  o f  e x c e s -

1 3  s i v e  d e l i n q u e n c i e s  a m o n g  t h e  l o a n s  p r e v i o u s l y  p u r c h a s e d  b y  t h e  a u t h o r -

1 4  i t y  f r o m  t h e  f i n a n c i a l  i n s t i t u t i o n .  I n  a d o p t i n g  t h e  r e g u l a t i o n s ,  t h e

1 5  a u t h o r i t y  m u s t  c o n s i d e r  t h e  a u t h o r i t y ' s  d e l i n q u e n c y  e x p e r i e n c e  w i t h

1 6  l o a n s  i t  p u r c h a s e d  f r o m  a l l  f i n a n c i a l  i n s t i t u t i o n s .  T h e  a u t h o r i t y  m a y

1 7  i n c l u d e  i n  t h e  r e g u l a t i o n s  o t h e r  r e m e d i e s  i t  c o n s i d e r s  a p p r o p r i a t e  a s

1 8  a l t e r n a t i v e s  t o  t h e  d i s c o n t i n u a n c e  o f  p u r c h a s i n g  l o a n s  f r o m  t h e  f i n a n -

1 9  c i a l  i n s t i t u t i o n .

2 0  *  S e c .  1 4 .  A S  4 4 . 8 8 . 1 7 2 ( a )  i s  a m e n d e d  t o  r e a d :

2 1  ( a )  T h e  e c o n o m i c  d e v e l o p m e n t  a c c o u n t  i s  e s t a b l i s h e d  i n  t h e

2 2  r e v o l v i n g  f u n d .  T h e  e c o n o m i c  d e v e l o p m e n t  a c c o u n t  c o n s i s t s  o f  m o n e y  o r

2 3  a s s e t s  a p p r o p r i a t e d ,  l o a n e d ,  o r  t r a n s f e r r e d  t o  t h e  a u t h o r i t y  f o r

2 4  d e p o s i t  i n  t h e  a c c o u n t  [ , ]  a n d  o t h e r  m o n e y  o r  a s s e t s  d e p o s i t e d  i n  t h e

2 5  a c c o u n t  b y  t h e  a u t h o r i t y .  W h i l e  m o n e y  i s  o n  d e p o s i t  i n  t h e  e c o n o m i c

2 6  d e v e l o p m e n t  a c c o u n t ,  t h e  m o n e y  [ T H E  A C C O U N T ]  m a y  b e  u s e d  o n l y  t o

2 7  f i n a n c e ,  a c q u i r e ,  m a n a g e ,  a n d  o p e r a t e  d e v e l o p m e n t  p r o j e c t s  t h a t  t h e

2 8  a u t h o r i t y  i n t e n d s  t o  o w n  a n d  o p e r a t e  e i t h e r  s o l e l y  o r  b y  p a r t n e r s h i p ,

2 9  j o i n t  v e n t u r e ,  o r  o t h e r  a g r e e m e n t  w i t h  a n o t h e r  p e r s o n . T h e  t e r m
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1 " o p e r a t e "  i n c l u d e s  o p e r a t i o n  d i r e c t l y  h r y  t h e  a u t h o r i t y  [ , ]  o r  b y  a n

2  a g e n t  o f  t h e  a u t h o r i t y .

3  *  S e c .  1 5 .  A S  A A . 8 8 . 5 3 5 ( b )  i s  a m e n d e d  t o  r e n d :

A  ( b )  T h e  a u t h o r i t y  m a y  p r o v i d e  a  g u a r a n t e e  f r o m  t h e  f u n d  f o r  u p

5  t o  8 0  [ 7 0 ]  p e r c e n t  o f  a  l o a n  t h a t  q u a l i f i e s  u n d e r  A S  A A . 8 8 . 5 0 0  -

6  A A . 8 8 . 5 9 9 .  T h e  r a t i o  o f  t h e  g u a r a n t e e  t o  t h e  o u t s t a n d i n g  p r i n c i p a l  o f

7  t h e  l o a n  m a y  n o t  i n c r e a s e  o v e r  t h e  t e r m  o f  t h e  l o a n .

8  *  S e c .  1 6 .  A S  A A . 8 8 . 5 A 5  i s  a m e n d e d  t o  r e a d :

9  S e c .  A A . 8 8 . 5 A 5 .  L I M I T A T I O N S  O F  G U A R A N T E E S  W I T H  R E S P E C T  T O

1 0  B O R R O W E R S .  T h e  a u t h o r i t y  m a y  n o t  p r o v i d e  a  g u a r a n t e e

1 1  ( 1 )  [ A  L O A N ]  o f  m o r e  t h a n  $ 1 , 0 0 0 , 0 0 0 ;

1 2  ( 2 )  [ L O A N S ]  t o  a n  i n d i v i d u a l '  b o r r o w e r  t h a t  c u m u l a t i v e l y

1 3  e x c e e d s  [ E X C E E D ]  $ 1 , 0 0 0 , 0 . 0 0  o f  g u a r a n t e e d  i n d e b t e d n e s s .

1 A  *  S e c .  1 7 .  A S  A A . 8 8 . 5 6 0 -  i s  a m e n d e d  t o  r e a d :

1 5  S e c .  A A . 8 8 . 5 6 0 .  P O W E R S  O F  T H E  A U T H O R I T Y .  T h e  a u t h o r i t y  m a y

1 6  ( 1 )  a d o p t  r e g u l a t i o n s  t o  i m p l e m e n t  A S  A A . 8 8 . 5 0 0  - A A . 8 8 . -

1 7  5 9 9 ;

1 8  ( 2 )  e s t a b l i s h  t e r m s  a n d  c o n d i t i o n s  f o r  l o a n  g u a r a n t e e s  a n d

1 9  r e f i n a n c i n g  a g r e e m e n t s  s u b j e c t  t o  t h e  r e q u i r e m e n t s  o f  A S  A A . 8 8 . 5 0 0  -

2 0  A A . 8 8 . 5 9 9 ;

2 1  ( 3 )  m a k e  a n d  e x e c u t e  c o n t r a c t s  a n d  o t h e r  i n s t r u m e n t s  t o

2 2  i m p l e m e n t  A S  A A . 8 8 . 5 0 0  - A A . 8 8 . 5 9 9 ;

2 3  ( A )  c h a r g e

2 A  ( i )  o n e  p e r c e n t  o f  t h e  a m o u n t  g u a r a n t e e d  f o r  t h e

2 5  s e r v i c e  i t  p r o v i d e s  u n d e r  A S  A A . 8 8 . 5 0 0  - A A . 8 8 . 5 9 9 ;  a n d

2 6  ( i i )  a n y  o t h e r  r e a s o n a b l e  f e e  t h a t  t h e  a u t h o r i t y  m a y

2 7  e s t a b l i s h  b y  r e g u l a t i o n ;

2 8  ( 5 )  a c q u i r e  r e a l  o r  p e r s o n a l  p r o p e r t y  b y  p u r c h a s e ,

2 9  t r a n s f e r ,  o r  f o r e c l o s u r e  w h e n  t h e  a c q u i s i t i o n  i s  n e c e s s a r y  t o  p r o t e c t

CSHB 1 2 3 (L&C) -10- HB0123B



1 a n  i n t e r e s t  i n  t h e  f u n d ;  a n d

2  ( 6 )  e x e r c i s e  a n y  o t h e r  p o w e r  n e c e s s a r y  t o  i m p l e m e n t  A S  4 4 . -

3  8 8 . 5 0 0  - 4 4 . 8 8 . 5 9 9 j ,

4  ( 7 )  t o  t h e  e x t e n t  t h e  a u t h o r i t y  c o n s i d e r s  i t  t o  b e  i n  i t s

5  b e s t  I n t e r e s t  t o  d o  s o ,  u s e  m o n e y  i n  t h e  b u s i n e s s  a s s i s t a n c e  f u n d  t o

6  p a y  e x p e n s e s  r e l a t i n g ,  t o  t h e  l i q u i d a t i o n  o f  c o l l a t e r a l  s e c u r i n g  l o a n s

7 g u a r a n t e e d  b y  t h e  b u s i n e s s  a s s i s t a n c e  f u n d .

8  *  S e c .  1 8 .  A S  4 4 . 8 8 . 9 0 0 ( 4 )  i s  r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

9  ( 4 )  " d e v e l o p m e n t  p r o j e c t "  h a s  t h e  m e a n i n g  g i v e n  t o  " p r o j -

1 0  e c t "  i n  ( 9 ) ( A )  o f  t h i s  s e c t i o n ;

1 1  *  S e c .  1 9 .  A S  4 4 . 8 8 . 9 0 0 ( 9 )  i s  a m e n d e d  t o  r e a d :

1 2  ( 9 )  " p r o j e c t "  m e a n s

1 3  ( A )  a  p l a n t  o r  f a c i l i t y  u s e d  o r  i n t e n d e d  f o r  u s e

1 4  C ( i ) ]  i n  c o n n e c t i o n  w i t h  m a k i n g ,  p r o c e s s i n g ,  p r e -

1 5  p a r i n g ,  t r a n s p o r t i n g ,  o r  p r o d u c i n g  i n  a n y  m a n n e r ,  g o o d s ,

1 6  p r o d u c t s ^  o r  s u b s t a n c e s  o f  a n y  k i n d  o r  n a t u r e  o r  i n  c o n n e c -

1 7  v  ’ t i o n  w i t h  d e v e l o p i n g  o r  u t i l i z i n g  a  n a t u r a l  r e s o u r c e ,  o r

1 8  e x t r a c t i n g ,  s m e l t i n g ,  t r a n s p o r t i n g ,  c o n v e r t i n g ,  a s s e m b l i n g ^

1 9  o r  p r o d u c i n g  i n  a n y  m a n n e r ,  m i n e r a l s ,  r a w  m a t e r i a l s ,  c h e m i -

2 0  c a l s ,  c o m p o u n d s ,  a l l o y s ,  f i b e r s ,  c o m m o d i t i e s  a n d  m a t e r i a l s ,

2 1  p r o d u c t s ^  o r  s u b s t a n c e s  o f  a n y  k i n d  o r  n a t u r e ;

2 2  [ ( i i )  A S  A N  I N D U S T R I A L  P A R K ;  I N  C O N N E C T I O N  W I T H

2 3  T R A N S P O R T A T I O N ;  F O R  T H E  P R E V E N T I O N ,  L I M I T A T I O N  O R  C O N T R O L  O F

2 4  P O L L U T I O N ;  F O R  T H E  D I S P O S A L  O F  S E W A G E  O R  S O L I D  W A S T E ;  F O R

2 5  T H E  L O C A L  F U R N I S H I N G  O F  G A S ;  F O R  T H E  F U R N I S H I N G  O F  W A T E R ;  A S

2 6  O R  I N  C O N N E C T I O N  W I T H  M A S S  C O M M U T I N G  V E H I C L E S ;  F O R  L O C A L

2 7  D I S T R I C T  H E A T I N G  O R  C O O L I N G ;  A S  A  P A R K I N G  F A C I L I T Y ;  O R  A S  A

2 8  S T O R A G E  O R  T R A I N I N G  F A C I L I T Y  D I R E C T L Y  R E L A T E D  T O  A  P L A N T  O R

2 9  F A C I L I T Y  D E S C R I B E D  I N  T H I S  P A R A G R A P H ; ]
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1 ( D )  a  p l a n t  o r  f a c i l i t y  u s e d  o r  i n t e n d e d  f o r  u s e  i n

2  c o n n e c t i o n  w i t h  a  b u s i n e s s  e n t e r p r i s e ;

3  ( C )  c o m m e r c i a l  a c t i v i t y  b y  a  s m a l l  e n t e r p r i s e ;

4  *  S e c .  2 0 .  A S  4 4 . 8 8 . 0 9 0 ( g ) ,  4 4 . 8 8 . 0 9 0 ( i ) ,  4 4 . 8 8 . 1 0 5 ( e ) ,  4 4 . 8 8 . 1 0 5 ( g ) ,

5  4 4 . 8 8 . 1 5 7 ,  4 4 . 8 8 . 1 5 8 ,  4 4 . 8 8 . 1 5 9 ( c ) ,  4 4 . 8 8 . 1 6 0 ,  4 4 . 8 8 . 1 7 2 ( b ) ,  4 4 . 8 8 . 1 7 2 ( c ) ,

6  4 4 . 8 8 . 1 7 5 ,  4 4 . 8 8 . 1 7 6 ,  4 4 . 8 8 . 2 1 2 ( a ) ,  a n d  4 4 . 8 8 . 9 0 0 ( 3 )  a r e  r e p e a l e d .

7  *  S e c .  2 1 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  A S  0 1 . 1 0 . 0 7 0 ( c ) .
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9 0 7 .  5 6 3 .  4300

May 8,1989
Senator Dick Eliason 
Room 417, Capitol 
Juneau, Alaska 99811
Dear Senator Eliason,
Your support of Senate Bill 249 to expand the authority and the flexibility 
of the Alaska Industrial Development and Export Authority Is needed. This 
bill enhances the opportunity for Alaska to facilitate more resource based 
financings which could create thousands of new jobs and help diversify 
our economy. Any comments or suggestions on how I could help the 
administration on this bill would be appreciated.

Regional Manager

“ P e o p l e  S e r v i n g  P e o p l e ”



THE.
GEORGE
WASHINGTON
U N IV E R S IT Y

D eparm itnt o f  
B usinas A dm /ulilrailon  
(202)676-6115

Schoo l o f  Governm ent and  B u s in as  A d m lm sira thn /  WiithintUon. D.C. 20052

Mr. Allan R. Johnston 
Vice President 
Wedbush S ecu rities  
1009 Cushman Street 
Fairbanks, Alaska 99701

Dear Mr. Johnston:
Thank you for your le t te r  of March 4, as w ell as the 

reference m aterials on o i l  and other commodity-indexed, bond 
issu es. I am sorry that I am la te  in  commenting on your ideas 
because of my long tr ip  to London, Manila and Seoul over a s ix -  
week period.

I am very enth usiastic  about the prospect of Alaska to be 
more active in  international trade and finance as part of i t s  
move toward d iversify in g  i t s  economic base both in terms of 
industry and geography. Since Alaska i s  abundantly endowed with 
natural resources such as o i l ,  natural gas, timber and othar 
mineral d eposits, i t  would be id ea l for Alaskan e n t it ie s  to f lo a t  
commodity-based bond issu es on in ternational markets.

For example, bond issu es linked with o i l  or other Alaskan 
commodites would have several advantages:

1. I t  would serve as a low-cost financing source for Alaska, 
since commodity indexed bonds carry much lower in terest rate than 
regular bonds.

2. I t  would serve as a p artia l hedging mechanism for Alaska 
against the fluctuation  in the market prices of these 
commodities.

3. I t  would spread the name of.A laska in  in ternational 
financia l markets and in d irectly  promote more investor in terest  
in the State of Alaska.

4. F inally , such experiment would increase the fin an cia l 
market expertise of Alaskan fin a n cia l in s t itu t io n s .

For the above reasons, I strongly support the idea of' 
floatin g  commodity-indexed bonds by Alaskan public and private  
sector agencies involved in natural resource development in 
Alaska. Please keep me‘posted on furthur developments there.

A p r i l 22, 1988

Sincerely yours



School of Management 
Michael L. Rice. Dean

U n i v k r s i t y  o f  A l a s k a  F a i r b a n k s

F a i r o a n k f e ,  A l a s k a  9 9 7 7 5

Mr. Allan R. Johnston 
Regional Manager 
Wedbush Securities 
714 Fourth Avenue 
Fairbanks Alaska 99701
Dear Allan,
I have just read your report: Oil I n d e x e d  B o n d  C o n c e p t . The concept is a 
sound one. Clearly East Asian countries such as Japan have a very real 
interest in assuring long-run access to petroleum resources at reasonable 
cost. Our problem, just as clearly, is one of assuring long-run markets for 
Alaska's petroleum reserves and at reasonable margins. This is a perfect 
opportunity for a new financial instrument to reduce the high volatility of oil 
prices for both parties.
The implications of making a market in the new instrument for the 
development of Anchorage as a major international financial center are both 
interesting and possible. This would be a benefit to Alaska quite above and 
beyond the obvious good financial effects on our oil-based revenue.
I am impressed with your idea. If there is any way the School of 
Management can be helpful in seeing this idea become a reality please let me 
know.

Sincerely,

Michael L. Rice, Dean 
School of Management
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February 2ri, 1988

M r. A l l a n  R . J o h n s to n  
V i c e  P r e s id e n t  
W edbush S e c u r i t i e s ,  I n c .  
1009 Cushm an S t r e e t  
F a ir b a n k s ,  A la s k a  99701

Dear A l l a n :

Tha nk  y o u  f o r  fo r w a r d in g  t o  me a co p y  o f  D r . P a rk ’ s  p a p e r  " A d v a n c in g  
A la s k a ’ s S t r a t e g i c  P o s i t i o n  i n  I n t e r n a t io n a l  T ra d e  and F in a n c e "  as  w e l l  a s  
y o u r  id e a s  f o r  an o i l - i n d e x e d  bond.,

A l th o u g h  y o u r  p r o p o s a l  i s  s t i l l  i n  i t s  i n f a n c y ,  i  b e l i e v e  y o u r  id e a s  
d e f i n i t e l y  m e r i t  f u r t h e r  c o n s i d e r a t i o n .  I f  A La sk a  i s  g o in g  t o  d e v e lo p  a s  an 
e co n o m ic  hub o f  th e  P a c i f i c  R im , a f i n a n c i a l  s e r v i c e  c e n t e r  s u c h  a s  th e  one 
p ro p o se d  i n  D r .  P a r k 's  p a p e r  w ou ld  be a good  s t e p  i n  t h i s  d i r e c t i o n .

W ith  r e s p e c t  t o  y o u r  id e a  o f  an o i l - i n d e x e d  bond I  b e l i e v e  t h a t  s u c h  an 
in s t r u m e n t  may a l s o  h a v e  p o t e n t i a l .  You w i l l  h a ve  t o  d e v e lo p  t h i s  id e a  
f u r t h e r ,  th o u g h , w i t h  r e p r e s e n t a t i v e s  from  t h e  f i n a n c i a l  co m m u n ity , I  w o u ld  
l i k e  t o  be k e p t  in fo rm e d  o f  y o u r  e f f o r t s  in  t h i s  r e g a r d .  I  a p p r e c i a t e  y o u r  
i n t e r e s t  i n  e x p lo r in g  new id e a s  t h a t  may le a d  t o  th o  d i v e r s i f i c a t i o n  o f  

■ Alaska’ s  econom y.

O n ce  a g a in ,  th a n k  yo u  f o r  ta k in g  th o  t im e  t o  s h a r e  y o u r  id e a s  w i t h  me.

Frtink (L Murkowski 
United States Senator
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June 9, 1988

Allan R. Johnston 

Wedbush Securities, Inc.

714 Fourth Avenue, #305 

Fairbanks, Alaska 99701

Oear Allan:

The low-interest resource-backed bond proposal we discussed today 

sounds quite fascinating. If development projects were more economic 

by your financing method, then it would seem natural that more jobs 

would be created in the state. I would hope that the increased pro-* 

fitability of these projects would encourage a fair wage for the 

Alaskans employed by these projects, I support your endeavor 1n 

pursuing alternative sources of capital to stabilize the Alaskan 

economy.'

Please .keep me advised on your progress and let me know if there Is 

anything I can do to help.

S

Don swarner, b u s . Kep./F.s

OKS:jf



LABORERS INTERNATIONAL UNION OF NORTH AMERICA
LOCAL NUMBER 942 FAIRBANKS OFFICE; 316 BARNETTE ST.. ALASKA 93701-4666. PHONE |907l 456-4584

JUNEAU OFFICE: 710 W, 9th AV£ . JUNEAU, ALASKA 99801, PHONE |907) 586-2880

WILLIE LEWIS 
P r t i ld in t

JOE J . THOMAS 
B u iM m o  M »n a g i r  
S «er« l# ryT ra»»u f« r

January 10, 1989

Allan R. Johnston, Regional Manager 

Wedbush Securities, Inc.

714 Fourth Avenue, Suite 305 

Fairbanks, Alaska 99701

Dear Allan:

Thank you for stopping by and discussing your low interest 

resource-backed bond proposal with me. If your assumptions are 

correct, then this financing vehicle should help increase employ­

ment opportunities as well as add more continuity and stability 

to existing projects. I am certainly in favor of new ideas 

that will create fair paying jobs for my members and I'd like 

you to;.keep me informed on your progress.

If I can help in any way, please feel free to call on me.

Laborers' Local No. 942 

JJT/cs
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November 14, 1988

Allan R. Johnston, Regional Manager 

Wedbush Securities, Inc.

714 Fourth Avenue, Suite 305 

Fairbanks, Alaska 99701

Dear Allan;

Congratulations on an interesting and innovative proposal. As you 

are well aware, organized labor and the resource companies have 

been at odds over local hire for sometime. If your proposal is

valid then there should be more stability, job opportunities and

profitability in the natural resource industry which should benefit 

everyone. The cyclical nature of the Alaskan economy in general 

and the construction industry in particular requires that the 

working man receive an adequate wage to carry him through the 

substantial periods of unemployment. If your proposal can help 

moderate the cyclical nature of the Alaskan economy and help

create jobs then please keep me posted on what you are doing and

how I can help.

Sincerely,

J. L. "Lenny" Arsenault, Business Manager 

Financial Secretary - Treasurer

yee

L e t t e r *  s h o u ld  
be confined

( J r b s r v 1 r . iU  ‘*t t?*iie ro t S re rc fiiry * j'* ra 4 u r« r A t i l . O 'tW .u / t ' n t u l m t A .a t. o V u T j i 3‘i e ' i i - j r , * Y ' / tw n ' .e  o n e  s u b je c t
X a R V IN  J. DO ED l; C H A K l ES d. H AB lC  M EDD IE MOOKE I.O U IS  t l  S T IN E  be c o n f in e d  to
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C O R P O R A T I O N
TRANS ALASKA GAS SYSTEM

N o v e m b e r  9, 1 9 8 8

Mr. All a n  R. Johnston 
W e d b u s h  Securities,• Inc.
4300 B street, Suite 105 
Anchorage, Alaska 99503

Dear Allan:

Resource baaed bonding, as described in the material you 
have shared wirh us, could be an important means to finance 
long-term projects which depend on a certain market price 
level for viability.

Energy prices have as you know, fluctuated widely in 
recent years. For some projects that Alaska needs to get 
started, resource based bonding might help disperse the 
added risks of that volatility.

At the present time, I d o n ’t know if our company is interested 
in using this form of financing for the Trans-Alaska Gas 
System, However, it is j,n our interest to see that the option 
remains available and we would appreciate being kept informed of 
r egulatory developments that could foreclose that opportunity.

Thank you for making us aware of this issue.

With best regards.

s i n c e r e l y ,

MT:mli
cc: Mr. E. John P. Browne

P.O BOX 101700 • ANCHORAGE, ALASKA 99510 • (907) 279-1536 ♦ FAX (907) 276-0055 

900 WEST FIFTH AVENUE. SUITE 730 * ANCHORAGE, ALASKA 99501 • TELEX 25-340 CAPT. C O O K  AHG
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A u g u s t  2 2 ,  1 9 0 8

D e a r  A l l a n :

T h a n k  y o u  f o r  y o u r  r e c e n t  l e t t e r  c o n c e r n i n g  o i l  i n d e x e d  
b o n d s .  A s  t h e  f i r s t  i s s u e r  o f  t h e s e  b o n d s  b a c k  i n  1 9 8 6 ,  I  
w a s  i n t e r e s t e d  t o  l e a r n  o f  y o u r  p r o p o s a l  f o r  o i l  i n d e x e d  
b o n d s  t o  b e  u s e d  f o r  s t a t e  f i n a n c i n g .

T h e  S t a n d a r d  i s s u e  c o n s i s t e d  o f  f i x e d  c o u p o n  d e b e n t u r e s  a n d  
o i l  i n d e x e d  w a r r a n t s .  T h e  d e b e n t u r e s  h a v e  a  6 .3 0 %  c o u p o n  
a n d  w e r e  s o l d  a t  7 4 .7 0 %  o f  p a r ,  T h e  w a r r a n t s  r e t u r n  t h e i r  
o r i g i n a l  c o s t  p l u 3  a n  a m o u n t  o f  i n t e r e s t  c o n t i n g e n t  u p o n  t h e  
f u t u r e  p r i c e  o f  W e s t  T e x a s  I n t e r m e d i a t e  C r u d e  O i l .  W a r r a n t  
h o l d e r s  r e c e i v e  a p p r e c i a t i o n  o n  a d o l l a r - f o r - d o l l a r  basi3 
f o r  o i l  p r i c e s  b e t w e e n  $ 25  a n d  $ 4 0  p e r  b a r r e l .  E a c h  1«>90 
w a r r a n t  r c s p r o u o n t s  1 7 0  b a r r e l s  o r  o i l  a n d  m a t u r e s  o n  

D e c e m b e r  1 5 ,  1 9 9 0 .  E a c h  1 9 9 2  n o t e  r e p r e s e n t s  2 0 0  b a i r r e l s  o f  
o i l  a n d  m a t u r e s  M a r c h  1 5 ,  1 9 9 2 .  E i g h t  d e b e n t u r e s ,  o n e  1 9 9 0  
o i l  w a r r a n t ,  a n d  o n e  1 9 9 2  o i l  w a r r a n t  w e r e  c o m b i n e d  f o r  s a l e  
t o  t h e  p u b l i c  a s  a $ 1 0 , 0 0 0  u n i t .

I n  my e x p e r i e n c e ,  o i l  i n d e x e d  f i n a n c i n g  h a s  p r o v i d e d  lo w  
c o s t  d e b t  d u r i n g  p e r i o d s  o f  d e c l i n i n g  o r  s t a b l e  o i l  p r i c e s .  
W i t h  A l a s k a ' s  d e p e n d e n c e  o n  o i l  r e v e n u e s ,  t h i s  f i n a n c i n g  
t e c h n i q u e  c a n  p r o v i d e  a  p a r t i a l  h e d g e  a g a i n s t  f u t u r e  o i l  
p r i c e  d e c l i n e s .  I n  t h e  e v e n t  t h a t  t h e  S t a t e  o f  A l a s k a  w a s  
i n t e r e s t e d  i n  g a i n i n g  s o m e  p r o t e c t i o n  t h i s  w a y ,  y o u  a r e  
r i g h t  t o  p o i n t  t o  i n v o l v i n g  A l a s k a  a s  a n  i n t e r e s t e d  p a r t y  
w i t h  t h e  C F T C .  A s  y o u  a r e  n o  d o u b t  a w a r e ,  t h e  r e g u l a t o r y  
e n v i r o n m e n t  h a s  c h a n g e d  c o n s i d e r a b l y  s i n c e  t h e  s t a n d a r d  
i s s u e .

P l e a s e  l e t  m e k n o w  i f  B P  A m e r i c a  c a n  b e  o f  a s s i s t a n c e  i n  
t h i s  e n d e a v o r .

Y o u r s  s i n c e r e l y

M r . A l l a n  R .  J o h n s t o n
W e d b u s h  S e c u r i t i e s ,  I n c .  
4 3 0 0  B S t r e e t ,  S u i t e  1 0 5  
A n c h o r a g e ,  A l a s k a  9 9 5 0 3
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Resource-Based Bonding

t:‘̂ SS*Tt£Fits Alaska's Capital Needs
By Allan Johnston

A la s k a is as rich in opfortuni- 
ties «3 it is in resources. Alaskans don't 
need to create new opportunities, just 
capture a few that are passing it by. The 
state's natural resource-based economy 
is largely nondiversified and oil-depen­
dent. Although this creates problems, it 
also offers unique opportunities.

T r a d i t i o n a l l y ,  A l a s k a n s  h a v e  f i ­
n a n c e d  d e v e lo p m e n t  p r o je c t s  a n d  n e w  
b u s in e s s e s  w i th  a s u b s ta n t ia )  a m o u n t  o f  
e x p e n s iv e  f ix c d - d e b t  b o r r o w in g s .  U n ­
fo r tu n a te ly , th e  s ta te 's  n o n d iv e r s i f ie d  
e c o n o m y  le n d s  i t s e l f  to  r a th e r  d r a m a t ic  
c h a n g e s  in  c a s h  f lo w s .  B o o m  a n d  b u s t  
a s p e c t s  o f c a s h  f lo w  f in a n c in g  p re v e n t  
m a n y  p o te n t ia lly  v ia b le  e c o n o m ic  p r o j ­
e c t s  a n d  b u s in e s s e s  f r o m  ta k in g  ro o t.

T h e r e  arc- th o u s a n d s  o f  v a r ia t io n s  o f  
p a r t ic ip a t in g  lo a n s . A lm o s t  a n y  v a r ia ­
tion  is  m o re  a p p ro p r ia te  th e n  f ix e d -ra ce  
f in a n c in g  o n  n e w  b u s in e s s  v e n tu re s .  
O n e  ty p e  o f  p a r t i c ip a t in g  lo a n  g a in in g  
m o r e  r e c o g n i t io n  in  th e  U n i t e d  S ta t e s  is 
th e  g o ld  lo a n . E a r l ie r  th is  year, N e w -  
m o n t  M in in g  g a ve  a  m a jo r  b o o s t  to  th e  
c r e d ib i l i t y  o f  th is  t y p e  o f  f in a n c in g  by  
b o r r o w in g  o n e  m ill io n  o u n c e s  o f  g o ld  
f r o m  th e  B a n k  o f  N o v a  S c o t i a  o n  a f i v e ; 
year, 2 .5  p e r c e n t  p e r  y e a r  loa n . T h i s  
f in a n c in g  w a s  p a r t i c u la r ly  s ig n if i c a n t  
b e c a u s e  it w a s  t w i c e  th e  s iz e  o f  a ny  
p r e v io u s  g o ld  lo a n  a n d  lo n g e r  th a n  th e  
m o r e  c o m m o n  th r e e -y e a r  loar.s.

N e w m o n c  im m e d ia te ly  s o ld  th e  g o ld  
fo r  $ 4 7 7  m ill io n  a n d  w a s  a b le  to  u se  th is  
in e x p e n s iv e  s o u r c e  o f  f in a n c in g  to  r e f i ­
n a n c e  o th e r  lo a n s . C o n s id e r in g  th a t  
N e w m o n t  M in in g  s h o u ld  b e  a b le  to  
m in e  its  g o ld  a t le s s  th a n  $ 15 0  p e r  
o u n c e ,  th e  f i r m  e f f e c t i v e l y  h a s  re a liz e d  
a  $ 3 0 0  m ill io n  d o l la r  g r o s s  p ro fit . O f  
c o u r s e ,  N e w m o n t  h a s  lo s t  th e  p o te n t ia l 
g a in  i f  g o ld  r i s e s  a b o v e  $ 477  o n  th a t o n e  
m ill io n  o u n c e s  o f  g o ld ,  b u t  th e  o p p o r tu ­
n ity  c o s t  is  in s ig n i f i c a n t  c o m p a r e d  to  
th e  p h e n o m e n a l  r is k -a d ju s te d  r e tu r n  it 
h ad  lo c k e d  in .

T h i s  f in a n c in g  te c h n iq u e  c o u ld  m a k e  
a n u m b e r  o f  A la s k a n  g o ld  m in in g  p r o j­
e c t s  e c o n o m ic a l  th a t  o th e r w is e  w o u ld n 't 
ju s t i fy  th e  d e v e lo p m e n t  r isk s . T h e  p o s s i­
b ili ty  o f  fu n d in g  th e  s ig n if i c a n t  ca p ita l 
r e q u ir e m e n ts  th a t it ta k e s  to  d e v e lo p  a 
m a jo r  p r o je c t  a nd  th e  a b ility  to  h ire  a 
lo n g -te rm  s ta b le  w o r k  fo r c e  w ith  a re a ­
so n a b ly  a s s u re d  p ro f i t  o f fe r s  as m a n y  
p o s it iv e  b e n e f i t s  to  a f f e c t e d  co m rn u n i-
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t ie s  as it  d o e s  to  th e  e c o n o m i c s  o f  
p ro je c ts .

A  m u c h  m o re  d is c u s s e d  ty p e  o f  p a r ­
t ic ip a t in g  lo a n  is (h e  o il- in d e x e d  b o n d . 
A la s k a n  le g is la to r s  a nd  a d m in is t ra to r s  
h a v e  p o n d e re d  th e  m e r it s  o f  th is  h e d g ­
in g  m e c h a n is m  fo r  s o m e  t im e  w ith o u t  
c o m in g  u p  w ith  a n y  p o l it ica lly  a c c e p t ­
a b le  v e h ic le .  C o in e id e n c ly ,  S ta n d a r d  O il  
C o . ,  th e  p a re n t  f i r m  o f A la s k a 's  la rg e s t  
p r iv a te  o i l  p r o d u c e r ,  is s u e d  a n  o il- 
in d e x e d  b o n d  in  J u n e  1 9 S6  w h e n  c r u d e  
p r i c e s  h o v e r e d  a ro u n d  $14 a b a rre l. T h e  
s e c u r i t i e s  w e r e  s o  e n t h u s i a s t i c a l l y  
r e c e iv e d  th a t  S ta n d a rd  in c r e a s e d  th e  
is su e 's  s i z e  to  3 0 0  m il l io n  f r o m  2 5 0  
m illio n . T h e  A u g . 2 5 th  is s u e  o f  Business 
Week s ta le s ,  " F u r  its  p a r t ,  S ta n d a r d  
r e d u c e s  i t s  b u r r o w in g  c o s t  w i th o u t  
in c r e a s in g  its  risk ."

T h e  fu n d a m e n ta l  c o n c e p t  o f  a n  oil- 
in d e x e d  b o n d  is th e  c r e a t io n  o f  a f i­
n a n c in g  v e h i c le  to  c o u n te r b a la n c e  th e  
s p e c ia l  n e e d s  a n d  r i s k s  o f  a n  u n ­
b a la n c e d  e n e r g y  p r o d u c e r - s u c h  a s  
A la s k a . T h e  lo ca l b u y e r  a n d  c o c r e a t o r  
o f  s u c h  a v e h ic le  w o u ld  b e  an e n e r g y  
d e f i c ie n t  u n b a la n c e d  e n e r g y  u s e r  s u c h  
a s  Ja p a n , K o r e a  o r  T a iw a n .  F o r  e x a m ­
p le , Ja p a n  a s  an  e n e r g y  d e f i c i e n t  c o u n ­
t r y  is h ig h ly  d e p e n d e n t  o n  im p o r te d  oil. 
P r o je c t i o n s  fo r i ts  in d u s tr ia l  e c o n o m y  
a re  b a se d  o n  c o n s e r v a t iv e ly  h ig h  p r i c e s  
fo r  oil to  m in im ize - r is k s  o f  r is in g  e n e r g y  
co s ts .  C o n v e r s e ly ,  A l a s k a - a n  o il p r o ­
d u c in g  s ta te  w h o s e  r e v e n u e s  a re  d is p r o ­
p o r t io n a te ly  d e p e n d e n t  o n  o i l - b a s e s  
i t s  s ta te  o p e r a t in g  b u d g e t  o n  a c o n s e r v ­
a t iv e ly  lo w  p r i c e  f o r  oil.

O il  in d e x e d  b o n d s  w o u ld  h a v e  lo w e r  
in te re s t  r a te s  th a t  s e r v e  A la s k a 's  d e ­
v e lo p m e n t  n e e d s .  B u t  b e c a u s e  th e  
r e s o u r c e -b a s e d  in te re s t  r a te  w o u ld  r is e  
to  r e f le c t  a n y  o il p r i c e  in c r e a s e s ,  th e  
l e n d e r - a n d  e n d  u s e r - w o u l d  b e  p r o ­
t e c t e d  a s  w e ll. A t  th e  s a m e  tim e, A l a s ­
k a n  p r o d u c e r s  w o u ld  b e  b e t t e r  a b le  to  
p a y  h ig h e r  c o s t  f in a n c in g  d u e  to  in ­
c r e a s e d  o il r e v e n u e s .  I f  A la s k a  w e r e  to  
fo llo w  S ta n d a r d ’s  lea d  a n d  is su e  s o m e  
t y p e  o f  lo w - in te r e s t  o il- in d e x e d  b o n d , 
a n d  p la ce  it  w ith in  a n  e n e r g y - d e f i c ie n t  
in d u s tr ia l o r  in s u r a n ce  c o n s o r t iu m  in  a 
c o u n t r y  s u c h  as Ja p a n , K o r e a  o r  T a i ­
w a n , th e  r is k -a d ju s te d  r e tu r n  to  b o th  
th e  b o r r o w e r  and  th e  le n d e r  c o u ld  bo  
m u tu a l ly  m o r e  a t t r a c t iv e .  T h e  in te r n a ­

t io n a l f in a n c ia l  te a m  e s t a b l i s h e d  to  
c r e a te  a n d  p la c e  thest* f in a n c ia l  in s t r u ­
m e n ts  c o u ld  e v a lu a te  o t h e r  A la s k a n  
f in a n c ia l/ b u s in e s s  o p p o r t u n i t i e s  tha t 
w o u ld  b e  p a r t i c u la r l y  a t t r a c t i v e  to  
P a c i f i c  R im  f in a n c in g .

A  fe w  p o te n t ia l  s p in o f fs :  lo w - in te re s t  
n a tu ra l g a s - in d e x e d  b o n d s  fo r  p ip e lin e  
c o n s t r u c t i o n ,  o t h e r  n a tu ra l r e s o u r c e  
p r o je c t s ,  in te rn a tio n a l to u r is m  d e v e lo p ­
m e n ts  a n d , m o s t  im p o r ta n t ly , (h e  b ro a d ­
e n in g  o f  e x p e r t is e  o f  A la s k a n  f in a n c ia l 
in s t itu t io n s .

I f  B P  M in e r a l*  w e re  to  u se  a s im ila r  
f i n a n c i n g  t e c h n iq u e  f o r  i ts  C r e e n s  
C r e e k  g o ld  o p e r a t io n , it p o s s ib ly  co u ld  
sa ve  $3-$  10 m ill io n  a y e a r  in f in a n c in g  
e n s ls  (a s s u m in g  a $225 m illio n , live- 
year, 2 .5  p e r c e n t  g o ld  lo a n ), a s  w e ll as 
le n d  g r e a te r  s ta b il i ty  to  th e  A la s k a n  
e m p lo y m e n t  p ic tu r e .  V a r ia t io n s  o f  th e  
f in a n c in g  te c h n iq u e  a ls o  c o u ld  b o o s t 
e c o n o m ic  v ia b il i ty  o f  p r o je c t s  s u c h  as 
th e  R e d  D o g  M in e ,  t h e  Q u a r t z  H i l l  
m o ly b d e n u m  p r o je c t  s o u th  o f  K e t c h i ­
k a n  a n d  a lm o s t  a n y  o th e r  t y p e  a n d  s iz e  
o f  r e s o u r c e - r e la te d  d e v e lo p m e n t .

L o w - in te r e s t  p a r t ic ip a t in g  lo a n s  a re  
n o t  g e a re d  o n ly  to r  m e g a -p r o je c t s  n e e d ­
in g  a s u b s ta n t ia l a m o u n t  o f  ca p ita l.  T h e  
f in a n c in g  te c h n iq u e  a c tu a l ly  is  m o re  
s u ita b le  fo r  a $ 25 ,00 0  to u r is m  lo a n  or a 
$ 5 0 0 ,0 0 0  s m a l l  b u s in e s s  lo a n .  T h e  
m a jo r  d r a w b a c k  fo r  th e s e  s e e d / v e n tu re  
ca p ita l  lo a n s  is  th a t  th e  le n d e r  g e n e r a l ly  
re q u ire s  p a r t  o w n e r s h ip  o f  th e  b u s in e s s  
f in a n ce d .  I f  t h e  b o r ro w e r  d e fa u l t s  o n  
th e  loa n , th e n  th e  le n d e r  f o r e c lo s e s  on  
th e  b u s in e s s  a n d  a t te m p ts  to  f in d  a n e w  
m a n a g e r  to  r e s u r r e c t  th e  v e n tu re .

F in d in g  th e  a p p ro p r ia te  le n d e r  w ith  
a v e s te d  in te re s t  in  th e  e n t e r p r is e ’s s u c ­
c e s s  c a n  s ig n if i c a n t ly  in c r e a s e  t h e  b o r ­
ro w e r ’s  c h a n c e  o f  m a k in g  a g o  o f  it. F o r  
e x a m p le , a  to u r  c o m p a n y  m ig h t  le n d  to  
an  h is to r i c  to u r is t  a t t r a c t io n  o r  a re ta ile r  
to  a n e w  te le v is io n  s ta tio n . T h e  le n d in g  
co m p a n ie s  n o t o n ly  p ro v id e  s o m e  in itia l 
ca p ita l b u t  fr e q u e n t ly  c a n  s h a r e  t e c h n i ­
ca l  e x p e r t is e .  A d d i t io n a l ly  t h e y  o f te n  
c a n  g e n e r a te  b u s in e s s  fo r  t h e  n e w  
e n te rp r is e .

(AlUm Ii. Johnston is nice president 
und resilient maiutffer of Wedbush 
Securities.)
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A review of this language revealed an oversight that should 
I/V2 corrected. The intent was that no new bonds of the Authority

would have any expressed language entitling the holders to the 
moral obligation of the State of Alaska. A provision should have 
been included which grandfathered in refunding bonds (a bond 
issued to replace an already existing bond at no greater par 
amount and normally at a lesser interest rate).

As interest rates have fallen, it i3 possible that the Authority 
may at some future date desire to issue refunding bonds for some 
of its outstanding debt. T / L - S ’^ f c  t L  C . o « S t 7 7  W
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Ĉ p.'/T ̂

T / U’ USu6j,;j <^T'-:J /t b *0  P A  a,

& t U -f r y * d -—  4  6^ t, I r A  A t  , r T e J  I *""7 l A

J ?

r ‘-O r* rw i  <-i V.WI'|(V^ L i / ^ n c y '  < '" / /rKvu

• I '7 J ^  3
\ J t i x  ~ w z  / f a r - *  * c h * j  .

S ^ : .  ' t  L->  r fw A / A  !■ » J i o

£ v (} !j ? £ .  f l O r J  ^  P  / P O ^ v Jt ' ^  t f n r \   ̂A

/ ' *  f/ 'c  / u A  7 ~ /X  / y . 'l  / y  lh'.~‘

S e t h s '  • <'( <Av f u '-y j>C ̂/ (aa-L- i  ^  o f ' t t s j
-̂ ^ U u u .u ^  ^ /  .  a n  ^  _

A - 5 ^ ^ 7 / / ^ ,  ^ j r r  - Z - ' t I / ) \ - A . s P - - ~ r ?
• /I *

/V(! / /l/ )  l' J  / S S '  l'T ' ^ 'A  •

0 ^ £ i K - '  ^ - > .  A  J ^ c i i u s  (75 (O'a;

A j  f t a  J o c k  p f i t y & i  > "  sA p jî ' j
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(H B  o n l y )
[  ] ______________________ l e t t e r  o f  i n t e n t  a d o p t e d

p a s s  

[  ] d o  n o t  p a s s  
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[ ]  f u r t h e r  r e f e r r a l  t o  ___________________________________

F I S C A L  N O T E ( S ) [ ] z e r o  [  ]  f i s c a l  i m p a c t  [  ]  a p p r o p r i a t i o n  n o  FN

[ ] C o m m i t t e e  B a c k u p  a t t a c h e d



S T E V E  C O W P E R
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«J i; .v k a  n
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February 3, 1989

The Honorable Sam Cotten 
Speaker of the House 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Dear Mr. Speaker:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill to continue the Board 
of Barbers and Hairdressers for the customary four years 
(AS 08.03.020(c)). Under current law, this board is 
scheduled to "sunset" June 30, 1989, and go into its "wind 
down" year (AS 08.03.020(a)).

The board has worked hard over the past year and a half to 
improve. It has substantially amended its regulations and, 
in doing so, has established new licensing criteria, set 
school curriculum that recognizes the real differences 
between barbers and hairdressers, and assisted students 
seeking entry into the profession by offering more frequent 
examinations. I believe that— this board performs an 
essential function on behalf/dr the/public, and I urge your 
favorable consideration of this bil^. \

NS^no'erely, /_ J  /

Steve C o w  
'Governor
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A  P E R F O R M A N C E  R E P O R T  
ON T H E

B O A R D  O F  B A R B E R S  AN D H A I R D R E S S E R S  

J u l y  1 ,  1 9 8 4  -  J u n e  3 0 ,  1 9 8 8

A u d i t  C o n t r o l  N u m b e r  

0 8 - 1 3 4 0 - 8  9 -R

A c t i n g  C o m m i s s i o n e r ,  D e p a r t m e n t  o f  
C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t L a r r y  M e r c u l i e f f

D e p u t y  C o m m i s s i o n e r ,  D e p a r t m e n t  o f  
C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t V a c a n t

M e m b e r s  o f  t h e  B o a r d  
o f  B a r b e r s  a n d  H a i r d r e s s e r s

C h a i r p e r s o n
M e m b er
M em b er
M e m b er
M em b er

E l a i n a  M. S a d l i e r  
N e v a  B l a c k  
E l l e n  M. H a l l  
W e n d e  S .  I r i c k  
M a r s e  K u e b e r



O c t o b e r  2 5 ,  1 9 8 8

M e m b e r s  o f  t . h e  L e g i s l a t i v e  B u d g e t  
a n d  A u d i t  C o m m i t t e e :

A c c o r d i n g  t o  t h e  p r o v i s i o n s  c f  T i t l e s  24 a n d  44 o f  t h e  A l a s k a  
S t a t u t e s ,  t h e  D i v i s i o n  o f  L e g i s l a t i v e  A u d i t  i s  r e q u i r e d  t o  
c o n d u c t  a " s u n s e t "  r e v i e w  o f  t h e  B o a r d  o f  B a r b e r s  a n d  H a i r d r e s s ­
e r s .

A t  t h e  r e q u e s t  o f  t h e  C h a i r m a n ,  d u r i n g  F i s c a l  Y e a r  1 9 8 8  b u d g e t  
d e l i b e r a t i o n s ,  t h e  A u d i t  D i v i s i o n ' s  b u d g e t  w a s  r e v i s e d  t o  r e f l e c t  
c e r t a i n  c h a n g e s  i n  t h e  o r g a n i z a t i o n  o f  t h e  C o m m i t t e e ' s  tw o  
d i v i s i o n s .  T h e  r e v i s e d  b u d g e t  o f  t h e  A u d i t  D i v i s i o n  r e f l e c t e d  
e f f i c i e n c i e s  t h a t  m i g h t  b e  o b t a i n e d  b y  u t i l i z i n g  t h e  s t a f f  o f  t h e  
L e g i s l a t i v e  F i n a n c e  D i v i s i o n  o n  s e l e c t e d  a u d i t  a s s i g n m e n t s  d u r i n g  
t h e  i n t e r i m .

A s  a  r e s u l t ,  t h e  a u d i t  o f  t h e  B o a r d  o f  B a r b e r s  a n d  H a i r d r e s s e r s  
w a s  c o n d u c t e d  a n d  t h i s  r e p o r t  h a s  b e e n  p r e p a r e d  b y  t h e  L e g i s l a ­
t i v e  F i n a n c e  D i v i s i o n .  We f e e l  t h i s  r e p o r t  d i s c h a r g e s  o u r  
r e s p o n s i b i l i t y  u n d e r  T i t l e s  2 4  a n d  4 4 .  T h e  r e p o r t  i s  s u b m i t t e d  
f o r  y o u r  r e v i e w .

R a n d y  S /  W e l k e r ,  C P A  
L e g i s l a t i v e  A u d i t o r  
D i v i s i o n  o f  L e g i s l a t i v e  A u d i t



T H E  L E G I S L A T U R E

BUDGET AND AUDIT COMMITTEE

FINANCE DIVISION 
, P.O. BOX WF 
/  JUNEAU, ALASKA 99B11 

PHONE: (9(17)465-3795

O c t o b e r  2 0 ,  1 9 8 8

M e m b e r s  o f  t h e
L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e :

I n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  T i t l e s  24  a n d  44 o f  t h e  
A l a s k a  S t a t u t e s  ( s u n s e t ) , t h e  a t t a c h e d  r e p o r t  i s  s u b m i t t e d  f o r  
y o u r  r e v i e w .

A  P E R F O R M A N C E  R E P O R T  
ON T H E

B O A R D  O F  B A R B E R S  A N D  H A I R D R E S S E R S  

J u l y  1 ,  1 9 8 4  -  J u n e  3 0 ,  1 9 8 8

A u d i t  C o n t r o l  N u m b e r  

0 8 - 1 3 4 0 - 8 9 - R

M ik e  G r e a n y ,  D i r e c t o r  
D i v i s i o n  o f  L e g i s l a t i v e  F i n a n c e
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P U R P O S E  AN D S C O P E  O F  T H E  R E P O R T

P U R P O S E

I n  a c c o r d a n c e  w i t h  t h e  i n t e n t  o f  T i t l e s  24  a n d  44  o f  t h e  A l a s k a  
S t a t u t e s  ( s u n s e t  l e g i s l a t i o n ) , w e  h a v e  r e v i e w e d  t h e  a c t i v i t i e s  o f  
t h e  B o a r d  o f  B a r b e r s  a n d  H a i r d r e s s e r s  f o r  t h e  p a s t  f o u r  f i s c a l  
y e a r s .  O u r  e x a m i n a t i o n  w a s  c o n d u c t e d  t o  d e t e r m i n e  i f  t h e  B o a r d  
h a s  b e e n  o p e r a t i n g  i n  a n  e f f i c i e n t  a n d  e f f e c t i v e  m a n n e r .

L e g i s l a t i v e  i n t e n t  r e q u i r e s  c o n s i d e r a t i o n  o f  t h i s  r e p o r t  d u r i n g  
l e g i s l a t i v e  o v e r s i g h t  h e a r i n g s  t o  d e t e r m i n e  w h e t h e r  t h e  B o a r d  o f  
B a r b e r s  a n d  H a i r d r e s s e r s  s h o u l d  b e  r e e s t a b l i s h e d .  T h e  l a w  n o w  
s p e c i f i e s  t h a t  t h e  B o a r d  w i l l  t e r m i n a t e  J u n e  3 0 ,  1 9 8 9 ,  a n d  h a v e  
o n e  y e a r  f r o m  t h a t  d a t e  t o  c o n c l u d e  i t s  a f f a i r s .

S C O P E

T h e  m a j o r  a r e a s  o f  o u r  e x a m i n a t i o n  w e r e  t h e  l i c e n s i n g ,  e x a m i n a ­
t i o n ,  a d m i n i s t r a t i o n ,  c o m p l a i n t ,  a n d  a f f i r m a t i v e  a c t i o n  f u n c t i o n s  
o f  t h e  B o a r d .  We r e v i e w e d  a n d  e v a l u a t e d  t h e  f o l l o w i n g :

1 .  A p p l i c a b l e  s t a t u t e s  a n d  r e g u l a t i o n s .

2 .  I n t e r v i e w s  w i t h  t h e  l i c e n s i n g  e x a m i n e r s .

3 .  T e s t s  o f  f i l e s  a n d  d o c u m e n t s  o f  l i c e n s e e s .

4 .  C o m p l a i n t s  f i l e d  w i t h  t h e  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s ­
i n g ,  H u m a n  R i g h t s  C o m m i s s i o n ,  E q u a l  E m p l o y m e n t  O p p o r t u n i t y  
O f f i c e ,  A t t o r n e y  G e n e r a l ' s  O f f i c e ,  a n d  t h e  O f f i c e  o f  t h e  
O m b u d s m a n .

5 .  D i s c u s s i o n s  w i t h  B o a r d  m e m b e r s .

6 .  M i n u t e s  o f  B o a r d  M e e t i n g s  a n d  D i v i s i o n  c o r r e s p o n d e n c e  f i l e s .

7 .  A t t o r n e y  G e n e r a l  O p i n i o n s  a p p l i c a b l e  t o  p r o f e s s i o n a l  b o a r d s .
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O R G A N IZ A T IO N  AN D F U N C T IO N

T h e  B o a r d  o f  B a r b e r s  a n d  H a i r d r e s s e r s  w a s  c r e a t e d  i n  1 9 8 0 .  T h i s  
B o a r d  i s  t h e  r e s u l t  o f  t h e  L e g i s l a t u r e  c o m b i n i n g  t h e  B o a r d  o f  
B a r b e r s  a n d  t h e  B o a r d  o f  H a i r d r e s s i n g  a n d  B e a u t y  C u l t u r e  E x a m i n ­
e r s .  T h e  m e m b e r s h i p  o f  t h e  B o a r d  c o n s i s t s  o f  t w o  l i c e n s e d  
b a r b e r s ,  t w o  l i c e n s e d  h a i r d r e s s e r s ,  a n d  o n e  p u b l i c  m e m b e r .  E a c h  
m e m b e r  i s  a p p o i n t e d  b y  t h e  G o v e r n o r  f o r  a  t h r e e  y e a r  t e r m ,  b u t  
c a n  s e r v e  n o  m o r e  t h a n  t w o  c o n s e c u t i v e  f u l l  t e r m s .  E f f e c t i v e  
J u n e  1 8 ,  1 9 8 7 ,  m e m b e r s  a r e  a p p o i n t e d  t o  f o u r  y e a r  t e r m s ;  S e c .  3 ,  
C h .  9 4 ,  S L A  1 9 8 7 .

T h e  B o a r d  r e g u l a t e s  t h e  v o c a t i o n s  o f  b a r b e r i n g ,  h a i r d r e s s i n g ,  a n d  
c o s m e t o l o g y .  T h e  B o a r d  h a s  b e e n  g i v e n  t h e  a u t h o r i t y  t o  e x a m i n e  
a p p l i c a n t s ,  i s s u e  l i c e n s e s  a n d  p e r m i t s ,  s u s p e n d  o r  r e v o k e  l i c e n s ­
e s  a n d  p e r m i t s ,  a n d  i n v e s t i g a t e  c o m p l a i n t s .  T h e  B o a r d  i s s u e s  t h e  
f o l l o w i n g  l i c e n s e s :  b e a u t y  o r  b a r b e r  s c h o o l s ,  s c h o o l  o w n e r s ,
s h o p  o w n e r s ,  i n s t r u c t o r s ,  b a r b e r s ,  h a i r d r e s s e r s ,  a n d  c o s m e t o l o ­
g i s t  p r a c t i t i o n e r s .  T h e y  a l s o  i s s u e  t e m p o r a r y  a n d  s t u d e n t  
p e r m i t s .  E f f e c t i v e  F e b r u a r y  2 ,  1 9 8 8 ,  t h e  B o a r d  n o  l o n g e r  l i c e n s ­
e s  s c h o o l  o w n e r s .

T h e  B o a r d  i s  o r g a n i z e d  u n d e r  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  
E c o n o m i c  D e v e l o p m e n t ,  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  ( D O L ) . 
D O L  p r o v i d e s  t h e  B o a r d  w i t h  l i c e n s i n g  a n d  i n v e s t i g a t i v e  s u p p o r t .  
T h e  l i c e n s i n g  s e c t i o n  p r o c e s s e s  a p p l i c a t i o n s ,  m a i n t a i n s  l i c e n s e  
f i l e s ,  a n s w e r s  i n q u i r e s  a n d  p r o v i d e s  o t h e r  a d m i n i s t r a t i v e  h e l p  t o  
t h e  B o a r d .
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R E P O R T  C O N C L U S I O N

This report contains policy and/or procedural issues raised as a 
result of our evaluation of Board practices. The final decisions 
affecting these practices are not within the scope of this report 
but require legislative consideration. In debating these issues, 
the oversight committee should take into consideration the 
Findings and Recommendations presented in this report so the 
potential impact of changes can be evaluated.

Report Conclusion

The primary purpose of a regulatory board with a licensing 
function is to protect the public. The questions that have to be 
evaluated to determine if licensing is needed are:

1. Does the unlicensed practice pose a serious risk to the 
co n s u m e r s 7 life, health, safety, or economic well being?

2. Can the potential users be expected to possess the knowledge 
needed to properly evaluate the qualifications of those 
offering services?

3. Do the benefits to the public clearly outweigh any potential 
harmful effects, such as a decrease in the availability of 
practitioners, higher costs of services, and restriction on 
optimum utilization of personnel?

During our review to determine if the B o a r d 7s licensing function 
is required and meets the previously mentioned criteria, we 
examined existing statutes, complaints and various Board func­
tions. We also reviewed the prior audit recommendation to 
terminate the Board and the public and legislative response to 
that recommendation. As a result of our examination we found
that:

1. although unlicensed practitioners may not pose a "serious" 
risk to the p u b l i c 7s life, health, safety or economic
well-being the potential for injury as a result of chemicals
or implements being improperly used does exist;

2. potential users certainly have expectations that practition­
ers of barbering, hairdressing and cosmetology possess the 
skills and qualifications necessary to offer quality servic­
es, and

3. the public and the profession benefit from licensing by 
maintaining a standard level of quality in the services 
being provided.

P o l i c y  I s s u e s



Therefore, we recommend that the Board of Barbers and Hairdress­
ers be reestablished.

The Findings and Recommendation Section (see page 7) describes 
areas where weaknesses or conflicts exist. We have made recom­
mendations which, if implemented, will improve the efficiency and 
effectiveness of the Board.



F I N D I N G S  AN D R E C O M M E N D A T IO N S  

R e c o m m e n d a t i o n  N o .  1

T h e  B o a r d  s h o u l d  c o m p l y  w i t h  t h e i r  r e g u l a t i o n  c o n c e r n i n g  p u b l i c  
n o t i c e  o f  e x a m i n a t i o n s .

T h e  B o a r d  h a s  p r o m u l g a t e d  r e g u l a t i o n s ,  12 A A C  0 9 . 0 1 0 ,  r e q u i r i n g  
t h a t  p u b l i c  n o t i c e  o f  t h e  d a t e  a n d  p l a c e  o f  e x a m i n a t i o n  b e  g i v e n  
a t  l e a s t  4 5  d a y s  p r i o r  t o  t h e  e x a m i n a t i o n .  I n  F Y 8 8 ,  t h e  B o a r d  
h e l d  f i v e  e x a m i n a t i o n s  a n d  f a i l e d  t o  g i v e  4 5  d a y  p u b l i c  n o t i c e  
p r i o r  t o  t h r e e  o f  t h o s e  e x a m s .  A d d i t i o n a l l y ,  t h e r e  w a s  n o  n o t i c e  
o f  t h e  l o c a t i o n s  w h e r e  t h e  e x a m i n a t i o n s  w o u l d  b e  h e l d  i n  t h r e e  o f  
t h e  p u b l i c  n o t i c e s .

L a c k  o f  t i m e l y  p u b l i c  n o t i c e  a n d  a b s e n c e  o f  t h e  e x a m i n a t i o n  
l o c a t i o n s  i n  t h e  n o t i c e  m a y  p r e c l u d e  a  p o t e n t i a l  a p p l i c a n t  f r o m  
p a r t i c i p a t i n g  i n  t h a t  e x a m i n a t i o n .  We r e c o m m e n d  t h a t  t h e  B o a r d  
c o m p l y  w i t h  t h e i r  r e g u l a t i o n s  a n d  t h a t  a p p r o p r i a t e  n o t i c e  b e  
g i v e n  p r i o r  t o  e a c h  e x a m i n a t i o n .

R e c o m m e n d a t i o n  N o . 2

T h e  B o a r d  s h o u l d  c o m p l y  w i t h  t h e i r  r e g u l a t i o n  r e q u i r i n g  a n  
a p p l i c a t i o n  f e e  f r o m  a l l  a p p l i c a n t s  f o r  l i c e n s u r e .

I n  N o v e m b e r  1 9 8 6 ,  t h e  B o a r d  i n s t i t u t e d  a  $ 2 0 .0 0  a p p l i c a t i o n  f e e  
f o r  a l l  a p p l i c a n t s  f o r  l i c e n s u r e ,  12 A A C  0 2 . 1 4  0 .  I n  M a y  1 9 8 8  
t h a t  f e e  w a s  i n c r e a s e d  t o  $ 3 0 . 0 0 .  T h e  r e g u l a t i o n  c l e a r l y  r e ­
q u i r e s  a n  a p p l i c a t i o n  f e e  i n  a d d i t i o n  t o  t h e  e x a m i n a t i o n  f e e .

D u r i n g  o u r  r e v i e w ,  w e  f o u n d  t h a t  t h e  a p p l i c a t i o n  f e e  w a s  n o t  
b e i n g  c o l l e c t e d  i n  a l l  c a s e s .  I n  t h e  i n s t a n c e  o f  a n  i n d i v i d u a l  
a p p l y i n g  f o r  l i c e n s u r e  b y  c r e d e n t i a l s ,  t h e  a p p l i c a t i o n  f e e  w a s  
c o l l e c t e d .  H o w e v e r ,  i n d i v i d u a l s  a p p l y i n g  f o r  l i c e n s u r e  b y  
e x a m i n a t i o n  w e r e  n o t  r e q u i r e d  t o  s u b m i t  t h e  a p p l i c a t i o n  f e e  i n  
a d d i t i o n  t o  t h e i r  $ 2 5 .0 0  e x a m i n a t i o n  f e e .

A p p a r e n t l y ,  t h e r e  w a s  s o m e  c o n f u s i o n  o v e r  t h e  $ 2 0 .0 0  s t u ­
d e n t / a p p r e n t i c e  p e r m i t  f e e ,  t h e  $ 2 0 .0 0  a p p l i c a t i o n  f e e  a n d  t h e  
$ 2 5 . 0 0  e x a m i n a t i o n  f e e .  T h e  B o a r d  i s  i n  t h e  p r o c e s s  o f  r e v i s i n g  
t h e i r  a p p l i c a t i o n s  t o  c l e a r l y  d e t a i l  a l l  o f  t h e  r e q u i r e d  f e e s .  
W e r e c o m m e n d  t h a t  t h e  B o a r d  c o l l e c t  t h e  r e q u i r e d  a p p l i c a t i o n  f e e  
f r o m  a l l  a p p l i c a n t s  f o r  l i c e n s u r e .

R e c o m m e n d a t i o n  N o .  3

T h e  B o a r d  s h o u l d  r e v i e w  e x i s t i n g  s t a t u t e s  a n d  r e g u l a t i o n s  a n d  
s e e k  a p p r o p r i a t e  r e v i s i o n  w h e r e  n e c e s s a r y .

D u r i n g  o u r  e x a m i n a t i o n ,  w e  r e v i e w e d  t h e  B o a r d ' s  s t a t u t e s  a n d  
r e g u l a t i o n s  t o  d e t e r m i n e  i f  a n y  w e r e  o b s o l e t e ,  u n c l e a r  o r  u n d u l y  
r e s t r i c t i v e .  E x a m p l e s  o f  w h a t  w e  f o u n d  a r e  a s  f o l l o w s :
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A. AS 08.13.185(a)(2) provides that the Department of Commerce 
and Economic Development shall set fees for school owner 
licenses. 12 AAC 02.140(b)(5) sets that license fee at
$60.00 and 12 AAC 02.140(c)(5) sets the renewal fee at 
$60.00. However, 12 AAC 09.120 requiring a school owner 
license was repealed in February 1988. It is unclear if the 
Board intends that school owners be licensed. In our 
discussion with Division staff, we learned that they do not 
intend to license school owners.

B. AS 08.13.120 provides for shop licenses but refers to
licensing of shop owners. 12 AAC 09.110 refers specifically 
to shop owner licenses. Again it is unclear if the shop or 
the shop owner, or both, are to be licensed.

The Board cannot work effectively in carrying out their statutory
mandate without clear and concise statutes and regulations. 
Therefore, we recommend that the Board review their statutes and 
regulations and propose appropriate changes where necessary.



ANAL Y S IS  QF T O LI.C .NEEB

T h e  f o l l o w i n g  a n a l y s e s  o f  B o a r d  a c t i v i t i e s  r e l a t e  t o  t h e  p u b l i c  
n e e d  f a c t o r s  d e f i n e d  i n  t h e  " s u n s e t "  l a w .  T h e s e  a n a l y s e s  a r e  n o t  
i  i t e n d e d  t o  b e  c o m p r e h e n s i v e ,  b u t  a d d r e s s  t h o s e  a r e a s  w e  w e r e  
a b l e  t o  c o v e r  w i t h i n  t h e  s c o p e  o f  o u r  r e v i e w .

1 .  T h e  e x t e n t  t o  w h i c h  t h e  b o a r d ,  c o m m i s s i o n ,  o r  p r o g r a m  h a s  
o p e r a t e d  i n  t h e  p u b l i c  i n t e r e s t .

T h e  B o a r d  h a s  o p e r a t e d  i n  t h e  p u b l i c  i n t e r e s t  b y  f u l f i l l ­
i n g  i t s  s t a t u t o r y  r e s p o n s i b i l i t y  t o  l i c e n s e  s c h o o l s ,  s h o p  
o w n e r s ,  i n s t r u c t o r s ,  b a r b e r s ,  h a i r d r e s s e r s  a n d  c o s m e t o l o ­
g i s t s .  T h e y  h a v e  i n c r e a s e d  t h e  a v a i l a b i l i t y  o f  t h e  
p r a c t i c a l  a n d  w r i t t e n  e x a m i n a t i o n s  b y  o f f e r i n g  t h e m  a t  
l e a s t  f o u r  t i m e s  a  y e a r  d u r i n g  t h e  a u d i t  p e r i o d .  T h e  
B o a r d  h a s  r e c e n t l y  a d o p t e d  a p o l i c y  t o  h o l d  s i x  e x a m i n a ­
t i o n s  p e r  y e a r .

L i m i t e d  A n a l y s i s

I I . m e  e x c e l  
s i o n .  o r

i n  t o  w n i c n  c n e  o p e r a t i o n  
a g e n c v  p r o g r a m  h a s  b e e n

o r  t n e  o o a r a ,  c o m m i s -  
im p e d e d  o r  e n h a n c e d  b v

e x i s t i n g s t a t u t e s ,  p r o c e d u r e s ,  a n d p r a c t i c e s  w h i c h  i t  h a s
a d o p t e d . a n d  a n v  o t h e r  m a t t e r . i n c l u d i n g  b u d g e t a r y .
r e s o u r c e ,  a n d  p e r s o n n e l  m a t t e r s .

A .  T h e  B o a r d  f a i l e d ,  i n  s o m e  i n s t a n c e s ,  t o  g i v e  p u b l i c  
n o t i c e  o f  t h e  d a t e  a n d  p l a c e  o f  e x a m i n a t i o n  4 5 d a y s  
p r i o r  t o  t h e  e x a m i n a t i o n  a s  r e q u i r e d  b y  12 & A C  0 9 . 0 1 0  
( s e e  R e c o m m e n d a t i o n  N o .  1 ) .

B .  T h e  B o a r d  f a i l e d ,  i n  s o m e  i n s t a n c e s ,  t o  c o l l e c t  t h e  
a p p l i c a t i o n  f e e  a s  r e q u i r e d  b y  12 A A C  02 . 1 4 0  ( s e e  
R e c o m m e n d a t i o n  N o .  2 ) .

C .  T h e  B o a r d  h a s  c o n f l i c t i n g  s t a t u t e s  a n d  r e g u l a t i o n s  
c o n c e r n i n g  l i c e n s i n g  o f  s c h o o l  o w n e r s  a n d  s h o p s  ( s e e  
R e c o m m e n d a t i o n  N o .  3 ) .

I I I .  T h e  e x t e n t  t o  w h i c h  t h e  b o a r d ,  c o m m i s s i o n ,  o r  a g e n c y  h a s  
r e c o m m e n d e d  s t a t u t o r y  c h a n g e s  w h i c h  a r e  g e n e r a l l y  o f  
b e n e f i t  t o  t h e  p u b l i c  i n t e r e s t .

T h e  B o a r d  p r o p o s e d  v a r i o u s  s t a t u t o r y  c h a n g e s  r e g a r d i n g  
l i c e n s i n g  o f  m a n i c u r e ,  p e d i c u r e  a n d  n a i l  a p p l i c a t i o n  a n d  
r e n a m i n g  c o s m e t o l o g i s t  t o  e s t h e t i c i a n .  N o n e  o f  t h e s e  
c h a n g e s  h a v e  b e e n  s u b m i t t e d  t o  t h e  L e g i s l a t u r e  f r o m  t h e  
E x e c u t i v e  B r a n c h .

I V .  T h e  e x t e n t  t o  w h i c h  t h e  b o a r d ,  c o m m i s s i o n ,  o r  a g e n c y  h a s
e n c o u r a g e d  i n t e r e s t e d  p e r s o n s  t o  r e p o r t  t o  i t  c o n c e r n i n g
t h e  e f f e c t  o f  i t s  r e g u l a t i o n s  a n d  d e c i s i o n s  o n  t h e  e f f e c ­
t i v e n e s s  o f  s e r v i c e ,  e c o n o m y  o f  s e r v i c e ,  a n d  a v a i l a b i l i t y  
o f  s e r v i c e  w h i c h  i t  h a s  p r o v i d e d .
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B o a r d  m e e t i n g s  a r e  a n n o u n c e d  t o  t h e  p u b l i c .  C o m m e n t s  o n  
r e g u l a t i o n  c h a n g e s  a r e  s o l i c i t e d  b y  p u b l i c  n o t i c e s  i n  
n e w s p a p e r s .  T h e  B o a r d  d o e s  n o t  a c t i v e l y  s o l i c i t  c o m m e n t s  
o n  i t s  e f f e c t i v e n e s s .

V .  T h e  e x t e n t  t o  w h i c h  t h e  b o a r d ,  c o m m i s s i o n ,  o r  a g e n c y  h a s  
e n c o u r a g e d  p u b l i c  p a r t i c i p a t i o n  i n  t h e  m a k in g  o f  i t s  
r e g u l a t i o n s  a n d  d e c i s i o n s .

T h e  B o a r d  h a s  p u b l i s h e d  n o t i c e s  o f  m e e t i n g s  a n d  p r o p o s e d  
r e g u l a t i o n s  i n  v a r i o u s  n e w s p a p e r s  t o  e n c o u r a g e  p u b l i c  
p a r t i c i p a t i o n  i n  t h e i r  d e c i s i o n  m a k in g  p r o c e s s .

V I .  T h e  e f f i c i e n c y  w i t h  w h i c h  p u b l i c  i n g u i r e s  o r  c o m p l a i n  ; s  
r e g a r d i n g  t h e  a c t i v i t i e s  o f  t h e  b o a r d ,  c o m m i s s i o n ,  o r  
a g e n c y  f i l e d  w i t h  i t .  w i t h  t h e  d e p a r t m e n t  t o  w h i c h  a  b o a r d  
o r  c o m m i s s i o n  i s  a d m i n i s t r a t i v e l y  a s s i g n e d ,  o r  w i t h  t h e  
O f f i c e  o f  t h e  O m b u d sm a n  h a v e  b e e n  p r o c e s s e d  a n d  r e s o l v e d .

D u r i n g  o u r  r e v i e w  w e  f o u n d  t h a t  t h e  m a j o r i t y  o f  c o m p l a i n t s  
f i l e d  w i t h  t h e  O f f i c e  o f  t h e  O m b u d sm a n  i n v o l v e d  d e l a y  o r  
d e n i a l  o f  a  l i c e n s e .  D e p e n d i n g  u p o n  t h e  c o m p l e x i t y  o f  t h e  
c a s e ,  r e s o l u t i o n  t o o k  f r o m  1 d a y  t o  4 m o n t h s .  T h e  i n v e s ­
t i g a t i o n s  u n i t  o f  O c c u p a t i o n a l  L i c e n s i n g  d e a l s  a l m o s t  
e x c l u s i v e l y  w i t h  c a s e s  c o n c e r n i n g  u n l i c e n s e d  a c t i v i t y  a n d  
r e s o l u t i o n  g e n e r a l l y  r e q u i r e s  w o r k i n g  w i t h  t h e  i n d i v i d u a l  
t o  b e c o m e  l i c e n s e d .

V I I .  T h e  e x t e n t  t o  w h i c h  a  b o a r d  o r  c o m m i s s i o n  w h i c h  r e g u l a t e d
e n t r y  i n t o  a n  o c c u p a t i o n  o r  p r o f e s s i o n  h a s  p r e s e n t e d
Q u a l i f i e d  a p p l i c a n t s  t o  s e r v e  t h e  p u b l i c .

A c c o r d i n g  t o  t h e  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g ' s  
r e c o r d s  f o r  F i s c a l  Y e a r  1 9 8 8 ,  t h e r e  w e r e  3 7 3  n e w  l i c e n s e s  
i s s u e d .  O f  t h e s e  n e w  l i c e n s e s ,  1 6 1  w e r e  i s s u e d  b y  c r e d e n ­
t i a l s  a n d  2 1 2  b y  e x a m i n a t i o n  ( s e e  A p p e n d i x  D ) .

V I I I .  T h e  e x t e n t  t o  w h i c h  s t a t e  p e r s o n n e l  p r a c t i c e ,  i n c l u d i n g
a f f i r m a t i v e  a c t i o n  r e q u i r e m e n t s ,  h a v e  b e e n  c o m p l i e d  w i t h  
b v  t h e  b o a r d ,  c o m m i s s i o n ,  o r  a g e n c y  t o  i t s  ow n  a c t i v i t i e s  
a n d  t h e  a r e a  o r  a c t i v i t y  o r  i n t e r e s t .

W e f o u n d  n o  p r o b l e m s  i n  t h i s  a r e a .

I X .  T h e  e x t e n t  t o  w h i c h  s t a t u t o r y ,  r e g u l a t o r y ,  b u d g e t i n g ,  o r
o t h e r  c h a n g e s  a r e  n e c e s s a r y  t o  e n a b l e  t h e  a g e n c y ,  b o a r d ,
o r  c o m m i s s i o n  t o  b e t t e r  s e r v e  t h e  i n t e r e s t s  o f  t h e  p u b l i c  
a n d  t o  c o m p l y  w i t h  t h e  f a c t o r s  e n u m e r a t e d  i n  t h i s  s u b s e c ­
t i o n .

P l e a s e  r e f e r  t o  t h e  p r e v i o u s  s e c t i o n ,  F i n d i n g s  a n d  R e c o m ­
m e n d a t i o n s .
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A P P E N D I X  A

B O A R D  O F  B A R B E R S  AN D  H A I R D R E S S E R S  
S C H E D U L E  O F  R E V E N U E S  C O M P A R E D  W IT H  E X P E N D I T U R E S  

F o r  t h e  F i s c a l  Y e a r  E n d e d  J u n e  3 0 ,  1 9 8 8

(U N A U D I T E D )
( N o t e  1 )

A v e r a g e  R e v e n u e s  ( N o t e  2 )

L e s s :  E x p e n d i t u r e s  ( N o t e  3 )

P e r s o n a l  S e r v i c e s  
T r a v e l
C o n t r a c t u a l  S e r v i c e s
S u p p l i e s
E q u i p m e n t

E x c e s s  o f  R e v e n u e s  O v e r  
E x p e n d i t u r e s  ( N o t e  5 )

$ 1 7 1 ,2 4 7

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

2 , 7 7 6  
3 . 5 2 6

S c h e d u l e  1 
T y p e s  o f  R e v e n u e s  

( N o t e  4 )

R e v e n u e  T y p e

S c h o o l
S c h o o l  R e n e w a l
S c h o o l  O w n e r
S c h o o l  O w n e r  R e n e w a l
I n s t r u c t o r
I n s t r u c t o r  R e n e w a l
S h o p  O w n e r
S h o p  O w n e r  R e n e w a l
B a r b e r  P r a c t i t i o n e r
B a r b e r  P r a c t i t i o n e r  R e n e w a l
H a i r d r e s s e r  P r a c t i t i o n e r
H a i r d r e s s e r  P r a c t i t i o n e r  R e n e w a l
C o s m e t o l o g y  P r a c t i t i o n e r
C o s m e t o l o g y  P r a c t i t i o n e r  R e n e w a l
T e m p o r a r y  P e r m i t
S t u d e n t  P e r m i t
E x a m i n a t i o n
D e l i n q u e n t  F e e  f o r  L a t e  R e n e w a l  
A p p l i c a t i o n  F e e

A m o u n t

$ 7 0 0  
200 

60 
60  
30  
30  
60  
60 

100 
100 
100 
100 

30  
30  
20 
20 
2 5  
20 
30

1 5 0 .9 7 3

$ 2 0 . 2 7 4

C o l l e c t i o n  T i m e

W i t h  l i c e n s e  i s s u a n c e  
B i e n n i a l l y
W i t h  l i c e n s e  i s s u a n c e  
B i e n n i a l l y
W i t h  l i c e n s e  i s s u a n c e  
B i e n n i a l l y
W i t h  l i c e n s e  i s s u a n c e  
B i e n n i a l l y
W i t h  l i c e n s e  i s s u a n c e  
B i e n n i a l l y
W i t h  l i c e n s e  i s s u a n c e  
B i e n n i a l l y
W i t h  l i c e n s e  i s s u a n c e  
B i e n n i a l l y
W i t h  p e r m i t  i s s u a n c e  
W i t h  p e r m i t  i s s u a n c e  
W i t h  a p p l i c a t i o n  
W i t h  a p p l i c a t i o n  
W i t h  a p p l i c a t i o n
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N o t e  1

T h e  S c h e d u l e  o f  R e v e n u e s  C o m p a r e d  w i t h  E x p e n d i t u r e s  w a s  p r e p a r e d  
f r o m  a v a i l a b l e  r e c o r d s  a n d  d i s c u s s i o n s  w i t h  t h e  D i v i s i o n  o f  
O c c u p a t i o n a l  L i c e n s i n g  ( D O L )  p e r s o n n e l .  T h e  r e c o r d s  w e r e  n o t  
a u d i t e d  b y  u s  a n d ,  a c c o r d i n g l y ,  w e d o  n o t  e x p r e s s  a n  o p i n i o n  o n  
t h e  B o a r d ' s  S c h e d u l e  o f  R e v e n u e s  C o m p a r e d  w i t h  E x p e n d i t u r e s .

N o t e  2

R e v e n u e s  a r e  p r i m a r i l y  c o m p o s e d  o f  l i c e n s e  r e n e w a l  f e e s  w h i c h  a r e  
c o l l e c t e d  o n  a  b i e n n i a l  b a s i s .  B e c a u s e  o f  t h e  t w o  y e a r  r e n e w a l  
c y c l e ,  r e v e n u e s  w i l l  i n c r e a s e  s u b s t a n t i a l l y  e v e r y  s e c o n d  y e a r .  
T o  o b t a i n  a n  a v e r a g e  o f  a n n u a l  r e v e n u e s  c o l l e c t e d ,  w e  c o m b i n e d  
a c t u a l  r e c e i p t s  c o l l e c t e d  i n  F Y 8 8  w i t h  t h e  d i v i s i o n ' s  e s t i m a t e  o f  
r e v e n u e s  t o  b e  c o l l e c t e d  i n  F Y 8 9 .  F o r  t h e  c u r r e n t  f e e  s t r u c t u r e ,  
s e e  S c h e d u l e  1 o n  t h e  p r e v i o u s  p a g e .

N o t e  3

E x p e n d i t u r e s  c o n s i s t  o f  d i r e c t  c o s t  r e s u l t i n g  f r o m  B o a r d  m e m b e r s  
a c t i v i t i e s ,  ( i . e .  t r a v e i  a n d  p e r  d i e m )  a n d  a n  a l l o c a t i o n  o f  
d i r e c t  a n d  i n d i r e c t  c o s t s  o f  D O L .  T h e  e x p e n d i t u r e s  d o  n o t  
i n c l u d e  e x p e n s e s  i n c u r r e d  b y  o t h e r  D e p a r t m e n t s  o r  o t h e r  d i v i s i o n s  
o f  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  i n  a s s i s t ­
i n g  t h e  B o a r d .

N o t e  4

T h e  S c h e d u l e  r e f l e c t s  c h a n g e s  i n  l i c e n s i n g  f e e s  s i n c e  t h e  p r e v i ­
o u s  a u d i t .  T h e  r e g u l a t i o n  r e q u i r i n g  a  s c h o o l  o w n e r  l i c e n s e  w a s  
r e p e a l e d  e f f e c t i v e  F e b r u a r y  2 8 ,  1 9 8 8 .

N o t e  5

T h e  a m o u n t  o f  r e v e n u e  g e n e r a t e d  b y  a  b o a r d ' s  a c t i v i t y  d e p e n d s  
u p o n  t h e  n u m b e r  o f  l i c e n s e e ' s  t h a t  a r e  r e g u l a t e d  b y  t h e  b o a r d .  A  
s m a l l  n u m b e r  o f  l i c e n s e d  p r o f e s s i o n a l s ,  g e n e r a l l y  l e a d  t o  a n  
e x c e s s  o f  e x p e n d i t u r e s  o v e r  r e v e n u e s .  C o n v e r s e l y ,  a  l a r g e  n u m b e r  
o f  l i c e n s e e s  g e n e r a l l y  r e s u l t s  i n  a n  e x c e s s  o f  r e v e n u e s  o v e r  
e x p e n d i t u r e s .

T h e  c o m p a r i s o n  o f  r e v e n u e s  a n d  e x p e n d i t u r e s  f o r  a l l  l i c e n s i n g  
b o a r d s  i n d i c a t e s ,  t h a t  c o l l e c t i v e l y ,  t h e  l i c e n s i n g  b o a r d s  a r e  
s u b s t a n t i a l l y  s e l f  s u p p o r t i n g .  T h e  f o l l o w i n g  s c h e d u l e  r e p r e s e n t s  
r e v e n u e s  a n d  e x p e n d i t u r e s  f o r  a l l  b o a r d s  c o m b i n e d :

A v e r a g e  R e v e n u e  $ 2 , 1 3 0 , 8 3 4
E x p e n d i t u r e s  2 , 2 4 2 , 2 1 6

E x c e s s  E x p e n d i t u r e s  < $ 1 1 1 . 3 8 2 >



A P P E N D I X  B

BOARD OF BARBERS AND HAIRDRESSERS 
SCHEDULE OF EXAMINATION STATISTICS

No. Licensed By Exam:

Barber
Cosmetology
Hairdresser
Hairdresser/Cosmetology
Instructor

Total Licensed by Exam

No. of  E x a m  Held:

FY86 FY87 FY88

4 4 5

20 16 16
13 3 13
9 4 28

118 123 152
0 10 __ 3

160 156 212

SOURCE: Board of Barbers and Hairdressers Annual Reports
FY86 - FY88 —  Division of Occupational Licensing
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A P P E N D I X  C

B O A R D  O F  B A R B E R S  AN D  H A I R D R E S S E R S  
S C H E D U L E  O F  A D M I N I S T R A T I V E  S T A T I S T I C S  

A s  o f  J u n e  3 0 ,  1 9 8 8

N u m b e r  o f  C u r r e n t  L i c e n s e s  b y  C a t e g o r y :

B a r b e r s  2 7 5
C o s m e t o l o g i s t s  53
H a i r d r e s s e r s  4 9 1
H a i r d r e s s e r s / C o s m e t o l o g i s t s  1 , 2 7 0
I n s t r u c t o r s  1 9 1
S c h o o l s  12
S c h o o l  O w n e r s  8
S h o p  O w n e r s  3 8 6

T o t a l  N u m b e r  o f  C u r r e n t  L i c e n s e s  2 , 6 8 6

S O U R C E :  B o a r d  o f  B a r b e r s  a n d  H a i r d r e s s e r s  F Y 8 8  A n n u a l  R e p o r t


