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VIRGINIA WISCONSIN

Availability Guaranteed issue.* $38.2-3431(0) (’’1993 HB 2353 omendments 
awaiting Governor* signature)

Guaranteed iaaue (1992 A 655) $635.26

Group Size 2-23 for primary icuall group, 2-50 for m ull group 
$38.2-3431®

2-25 $635.20(12)*

{ Individual Policies Subject if any portion of th* premium* or benefit* 1* paid by the 
employer, If tbe employee is reimbursed or if the plan ia treated a* 
part of * program for th* purpose of the US Internal Revenue 
Code. $3».2-3431(A)

Applies 10 individual policies $635.02(8)

f c
j Characteristic*

tl
l|

Bated on e community rate subject to demographic rating 
including »go, gender and geography. May not use claim 
experience, health statu* or dunlion. *

Relevant demographic! of small employer ta considered by 
carrier in determination of premium*; claim* experience, health 
status, and dunlion of coverage ire  not case characteristics 
S6305.05(2)(3), 635,18(4)

I
> Rating Restriction*

1

.1

Premium rate* charged by a imnll employer may de 'iate above or 
below the community raw by no more than 20% for claim 
experience, health sutui and duration only during a rating period 
for such group* within similar demographies for the same or 
similar coverage. Rating faelcr*, including cate ebaiaeteriidei 
will be applied consistently with retptct to all primary amall 
employer* in limilar demographic*. Adjustment! in rate* for 
claim* experience, health tinru* end duration Bom issue may not 
he ipplied individually. •

Premium rates for small employer pirns with atruilar case 
characteristics may not vary b a n  the midpoint rale for those 
small employers by more than 35% of that midpoint rate 
$635.05(1)

TrimilionsJ Period No provision 3 yeara

Reties No provision Trend phta 15% plus changes in ca*o characteristic! $635.05(2)2

Renowjbility Guaranteed renewable except 'fo r cause* $38.2-3432(B) Guaranteed renewable except 'for cause* $635.07

Whole Groups Prohibit* carriers from excluding individuals became of health 
sunta $38.2.3432(1)13)

Insurer must offer coverage to the entire group 
$635.25(2)

Continuity of 
Coverage

Preexisting condition limitation of 12 montha; time shall be 
credited to a person covered undur previous individual or group 
coverage in the small employer market of equil or greater value if 
coverage was continuous 30 daya prior to naw covarage, exclusive 
of applicable waiting periods. Late cnrollee may bo excluded for 
18 months- §38.2-3432(l)(3)

Preexisting condition limitation of 12 months; credit shall be 
givea to individuals who were previously covered by qualifying 
coverage if the coverage was continuous 30 days prior to the new 
coverage, exclusive of applicable waiting periods $635.17

Reinuirence Type No provision Reinsurance type and osacssmenta aholl be studied by the Health 
Insurance Board $635.23

Reinsurance Price No oroviiion No prevision

Cor Sharing No provision No provision

Assessment* No provision No provision

Other

Effective One April 1, 1994 Day after publication



r
WYOMING

Availability Guaranteed lent* }26-19-30d

Croup Siza 2-25 {26-19-302(xxil)

Individual Policies Doci not apply to individual policies which ire  subject to 
approval for policy form 526-19-303

Ciec
Character! etics

Relevant demographic* of n u l l  employer a* considered by 
carrier In determination o f premiums; clsimt experience, health 
status, and duration of coverage ire not caw. characteristics 
I2fi.l9-302(V0

Rating Restriction* Index rate for on* clasa of business thill not exceed the Index 
rata for any other doss o f business by more than 20%; for a claaa 
of business, the premium nice charged small employers with 
similar cok characteristic* shall not vary from the Index rale by 
moralhih25%  526-19-304

Transitional Period 3 yean J26-I9-304(*)vUi

Renewal Rating Trend plus 15% plus changes in case characteristics 
jj26-l9-304{a)iii(B)

Renew ability Guaranteed renewable except "for cau**' 526-19-305

Whole Groupi Insurer* are required to offer coverage to the entire group 
526-19-306(e)vi

Continuity of 
Coverage

Preexisting condition limitation of 12 months; credit shall be 
given for time person was previously covered If previous 
coverage was continuous 30 days prior to new covenga, 
exclusive of applicable wailing periods, or for n person who 
become unemployed sod are provided coverage If the person 
obtains employment and coverage within 60 days |26-19-306(c)i

Reinsurance Type Prospective/mandatory {26-19-307

Reinsurance Price Whole Group; 150%
Individual: 500 % 526-19-307(101.11

Con Shoring 55,000 526.19-307(1)*,v

A iunm enti Not to exceed 5% of the total small group premiums 
§26-19-307(n)A

Oilier

Effective Dal* No earlier than March 31,1993

14
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" 1  JANE BRYANT QUINH

A  ' C o m m u n i t y '  A p p r o a c h  

T o  C u t t i n g  H e a l t h  C o s t s

calth insurers like to think they’re 
part of the soawcr to the high cost 
erf health rare J  M  they're actually 

part of t lie problem.
The.y'vc figured out ways to 

"chcrry-pick" tlx*. uvsurancc m a rk e t-  
keeping the healthy, who don't file many 
medical claimR, while throwing sick 
people overboard,

Big-company health plans usually 
aren’t affected. Hut small companies and 
individuals haw been taking it in the 
teeth. If one person in a small group gels 
sick, rates may rise by 50 percent or 100 
percent for everyone.

President Clinton's health care 
reforms are certain to address this issue. 
In the meantime, a majority of the states 
are trying out idcaa of their own.

The egalitarian solution Is a pricing 
system known as "community rating." 
This is how health uisurancc used to be 
priced, and how some Blue Cross/Blue 
Shield plans are still priced. In setting 
ratcaTKc healthy arc averaged with the 
aide. Everyone gets the sanse or a similar 
rate (although people arc sonretimcs 
grouped by geographical aroA, family sue 
or other specific clinractorUtics).

Community rating Is often coupled 
with "guaranteed issue*— meaning that 
the ia*iurers lutvu to accept «Ji applicants, 
regardltss of health.

hive slates arc hi Lite process of 
introducing community m tct.
Two— New York aivd New Jersey— cim 
to ir.uke premiums uniform withiu 
npecTted groupings, for example for 
evcrjo./! living in the same geographical 
ares, fa tbs others—Oregon, Maine and 
Vermont— limited rote YariaCJco is
allowed, although rates can’t be 
Increased for those In poor health. The 
laws In New York and New Jersey cover 
individual policies as well as smaU-group 
plan*. The others cover only small 
groups.

For buyers of individual insurance, 
community rating could lead to ^
problems. Kwrymte is averaged 
together, so younger or healthier people 
may have tu pay more lu hciji rover the 
clahrw of the akk. A* a result, larger 
numbers of hcallhy people may decide 
not to buy. "I tliink you should rate 
separately for children, for young adults 
and for old sdults," said Deborah Cbolkit 
director of llie Center for Insurance 
Research i t  Go x ru  State University.

Instead of going alt tlx' wny to 
community rating, 25 xtRle.s have 

I recently passed "rate banding" laws for 
imtll-group insurance (small groups are. 
often defined as groups of up to 25, but 
so me times up to 50). These laws stop 
insurer* from hitting small companies 
with excessive price increases when one 
employee or dependent comes down with 
a costly Ufauss.

Under rate banding, a small company’s 
health insurance premiums have to be 
set within t  fixed range. Rates can rise in 
Hne with tbc trend in each insurer's 
medical claims costs, now increasing at 
around 15 percent annually (that covers 
increased use of medical services, as well 
as rising price* for health earn). Hut a 
company with an employee who's 
grievously itt typically cannot be charged 
any more than 15 percent abotc 

.average.
For a company paying below the 

cvcrage, there might still be a sizable 
premium increase in the first year that a 
worker fab* LU. But small companies 
wouldn't take a 50 percent or 100 
percent hit. Furthermore, their premium 
increases would soon till buck to the. 
medical trend rate.

Rate-handing slates sllow several 
bands that separate people by 

• tiru m u U n m  such u  age and Iicnlllv. So 
| rate* among different types of employer 

groups cm  vary by more than 15 
percent. Still the law stop* aggressive 
insurer* from picking off tbc best risk* 
and dumotna the real.

Slates with rale landing usually lie it 
to guarantenl'i.sKiif- forcing I In* 
insurers to lake all nsixTN. So small 
compaiik-s with, say, one siek employer 
ran still gel s |x»lit-y fi*r all.

Kate-banded group insurance slssild 
mil be hr cx|xmsive fur younger nr 
hcallhy jieopk: as cumuiunity-ialed 
policies might become, sakl Chris 
1‘eterscn, assistant general counsel for 
tlwHcahhĥ
Anienra. Ih a ls lxTmtsc llx-rc an-nmiv 

1 move healthy people. than sh'k oik's, If 
more small umipnniexbtiy iiuoirimee, 
they'll increase llu; iiumlx'.r of healthy 
people in the |xxtl, relative to llx- number 
of su k ones. So overall, rates .slmuliln’l 
luive to climb a lot, Im* ssih I.

Although these programs make 
insurance pricing mure prwlietnlilc, lliey 
don't solve the affordability prulilein. Ikil 
consider tlumi fingers in the dike imiil 
Ihe country figures out how to |«»y fix' 
lsn.sk-. care for everyone.

M /y O

h i  i? < tiU j  i w s  f ' f



Health liiMintncc A.iv>ciahc>n of Amcncn

M a r c h  24, 1993

The Honorable Cynthia Toohey 
Cochairperson, House HESS Committee 
Alaska State House of Representatives 
Juneau, Alaska 99811

Re: SSHB 12

Dear Representative Toohey:

Thank you for taking time to discuss with me the small 
employer health insurance reforms contained in SSHB12. As we 
discussed, it is not possible to determine what the premium will be 
for the standard or basic plans in Alaska, until the Health 
Benefits Committee, as established by SSHB12, recommends the 
benefits to the Alaska Small Employer Reinsurance Association.

However, to give you a frame of reference as to what other 
states' standard and basic plans include, and what one insurance 
carrier charges in another state, I asked an HIAA member company to 
price a specific example: a five employee group, comprised of 3
males and two females all age 40 with employee coverage only (no 
dependents) for the average geographic rate in Florida. The 
premiums for this example were $84/month/employee for the basic 
plan and $145/month/employee for the standard plan.

These rates are not be reflective for Alaska as the rates will 
vary by: the type of benefits determined by the Alaska Health
Benefits Committee and Alaska Reinsurance Association, by carrier, 
by age, gender, family composition, industry, the geographic region 
within the state and for the difference in health care provider 
costs. Each carrier will set its own premium rates for the benefits 
determined for the basic and standard plans, therefore, any given 
carrier may be above or below other carrier's rates for the same 
type of coverage.

Attached is a copy of the Florida basic and standard plans for 
both indemnity carriers and HMOs. If I can be of any additional 
assistance in answering your or the committee members' questions 
about the small employer health market reforms, please do not 
hesitate to contact me.

JAM/bhs
attachment

144 C la ren d o n  S treet Suite 220 W o od land  Hills, CA 9 1S67-6324 8 18/704-92~4 T e le c o p ie r  8 18.C04-1053



FLOR IDA  SM ALL G RO U P  IN DEM N ITY  D ES IG N S

STANDARD PLflH BASIC PLAN
Maternity Services 

Infertility and Sterilization Services 

Prescription Drugs 

Maximum Copay Out-of-Pocket Limit 

Annual Deductible 

Maximum Annual Limit 

Annual Calendar Year Maximum Benefit 

Lifetime Policy Maximum

Samo as Any Other UTnosa, Same as Any Other Illness, 
(80/20) (60/40)

Hot Covered 

80/20 Coinsurance

52.000 Per Person With a 
T*vo Peraon Limit

5500 Per Peraon

3 Person Limit

N/A

$1,000,000

Not Covorod 

Not Covered

$4,000 Per Person WHh a Twn Person 
Umft

$250 Per Person 

3 Person Umlt 

$50,000 

N/A



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

Physician Services
-Primary Core Physician Office Visits 
-Specialist Consultation, Diagnosis, and Treatment 
-Other Outpatient Non Surgical Physician Care 
-Periodic Physical Exams (Maximum 1/CY)
-Surgical Caro In Physician’e Office
(Carriers may limit norxjungical bock treatment* to ten visits) 

Hospital Services
-Emergency Ca/a through Primary Care Physic ton *8 Of&co
-Enxwgency Cara Sendees through Emergency Room 

Hospital ER visit (waived If admitted or if 
other Bate and adequate care is not available)

Ancillary Sendees 
-Home Health C ara 
-A m bulance
-Skiftod Nursing Facility (Maximum too  d sy a  lifetime)
-Durable Medical Equipm ent

Mental and Nervous Disorders 
-Inpatient

Annual Maximum Inpationt Benefit 
-Outpatient Via*

Maximum Number of Outpatient Vlsils 
• Lifetime Maximum

Alcoholism and Chem ical Dependency
-Inpatient Detoxification (as medically appropriate) 
-Outpatient Visits

SJANQAOPJELLAN

©0/20 
Coinsura rroo

€0/20
Coinsurance
$25 Copay 
Per Via#

*0/20 CoitiBUranoo 
80/20  Coinsurance 
80/20 Coinnurance 
80/20  Coinsurance

80/20 Coinsurance 
$5,000
80/20 Coinsurance With a 
Maximum Allowable Charge 
of $50 
20 ViwTt/CY
520,000

Mot Covered 
Mot Covered

BASIC PLAN

60/40 Coinsurance - However, (irat 5150  
in physician office services, fmcludlr ĵ 
tab tests) will be paid vwhottf cotosixance 
or deduct ft) to application.

G O /40 C c tr ia u r rm c o  

$25 Copay Per Visit

Not Covered 
<50/40 Coinsurance 
Not Covered
60/40 Coin«jrance - (These sendees may 
be included in case management)

60/40 Coinsurance 
$500
60/40 Coinsurance With a Maximum 
Charge o 1 $50
5 V7sits/CY

N ot Covered
N ot Covered



F L O R I D A  S M A L L  G R O U P  H M O  P L A N  D E S I G N S

Maternity Services

Infertility and Sterilization Services 

Prescription Drugs 

Maximum Copay Out-of-PocKot Limit

STANDARD PlAN

Sjitio as Any OUior Illness 

Mot Covered

% 7 Copay lor Generic Drugs/
$t4 Copay for Brand N am e Drugs

2tX)% of tho Total ArtnuaJ Premium

BASIC PLAN

Sam e «a Any O lhcr Illness 

Not Covered 

Not Covered

200% of tho Total A/rxraJ Premium



Health Insurance Association of Amenta

March 24, 1993

The Honorable Cynthia Toohey 
Cochairperson, House HESS Committee 
Alaska State House of Representatives 
Juneau, Alaska 99811

Re: SSHB 12

Dear Representative Toohey:

Thank you for taking time to discuss with me the small 
employer health insurance reforms contained in SSHB12. As we 
discussed, it is not possible to determine what the premium will be 
for the standard or basic plans in Alaska, until the Health 
Benefits Committee, as established by SSHB12, recommends the 
benefits to the Alaska Small Employer Reinsurance Association.

However, to give you a frame of reference as to what other 
states' standard and basic plans include, and what one insurance 
carrier charges in another state, I asked an HIAA member company to 
price a specific example: a five employee group, comprised of 3
males and two females all age 40 v/ith employee coverage only (no 
dependents) for the average geographic rate in Florida. The 
premiums for this example were $84/month/employee for the basic 
plan and $145/month/employee for the standard plan.

These rates are not be reflective for Alaska as the rates will 
vary by: the type of benefits determined by the Alaska Health
Benefits Committee and Alaska Reinsurance Association, by carrier, 
by age, gender, family composition, industry, the geographic region 
within the state and for the difference in health care provider 
costs. Each carrier will set its own premium rates for the benefits 
determined for the basic and standard plans, therefore, any given 
carrier may be above or below other carrier's rates for the same 
type of coverage.

Attached is a copy of the Florida basic and standard plans for 
both indemnity carriers and HMOs. If I can be of any additional 
assistance in answering your or the committee members' questions 
about the small employer health market reforms, please do not 
hesitate to contact me.

JAM/bhs
attachment

144 C la ren d o n  S treet Suite 220 W oodland  Hills. CA 91367-6324 8 1 8 /7 0 4 -9 2 7 4  T e le c o p ie r  S18/704-1053



V

F L O R I D A  S M A L L  G R O U P  H M O  P L A N  D E S I G N S

Physician Services 
(All miret bo provided by or authorised by Primary Caro Physician) 

-Primary Cara Physician Office Visit*
-Specialist Consultation, Diagnoaia, and Treatment 
-Other Outpatient Noncurgical Ptry3*cian Coro 
-Periodic Physical Exam* (Maximum 1/CY)
-Surgical Caro in Physician's Office
(Cfttiiors may limit non-surgical back treatments to ten visits)

s t a n d a r d  p la n

llospitof Services 
-Inpatient Caro nt Participating Hcoprbito 
fincfoding all goneral scrvicea and semi-privet© room) 

-Outpotiont Surgical Caro
-Outpatient Non-Surgical Caro (including x-ray and lob) 
-Preadmission Testing

Emergency Services
-Emergency Care through Primary Care PJrysiclen'w Office 
-Emergency Care Services through Emergency Room

In Service Area Hospital ER Visit (waived If admitted) 
Out of Service Aren Hospital ER Visit

Ancillary Services 
-Home Health Care 
-Ambulance
-Skilled Nursing Facility (Maximum 100 days lifetime) 
-Durable Medical Equipment

Mental and Nervous Disorders 
-Inpatient (Maximum lOdoys/CY}

Maximum Inpatient Days Covered 
-Outpatient Visit

Maximum Number of Outpatient Visits

Alcoholism and Chem ical Dependency  
-fnpatkmt Detoxification (as medically appropriate)
^■itpatlonl Viattc

S 10 Copay Per Vhrh 
S 10 Copay Per Visit 
s 10 Copay Per Visit 
No Charge
S 25 Copay Per Procedure

$100 Per Day, days 1-6 
Balance Paid at 100%
$ 60 Copay Per Procedure 
Covered in Full 
Covered in Full

$ 10 Copay Per Visit
$ 25 Copay Per VisB 
$ 50 Copay Per Visit

S to Copay Per Vis# 
S 25 Copay 
S 20 Copay Per Day 
No Charge

$100 Per Day 
10 Oayo/CY 
$ 10 Copay Per Visit 
20 VioHs/CY

Not Covered 
Covered

BASIC PLAN

5 10 Copay Per Visit 
$ 20 Copay Pet Visit 
$ 20 Copay Per Vtsit 
No Charge
$ 50 Copay Per Procedure

$250 Per Day, driya 1-5 
Balance Paid at 100%
$100 Copay Per Procedure 
Covered in Full 
Covered in Full

$ 10 Copay Par Visit
$ SO Copay P«r Visit 
$100 Copay Per Visit

Nat Covered 
$ 25 Copay 
Not Covered 
No Charge

$250 Per Day 
3 Dsys/CY 
$ 20 Copay Per Visit 
5 Visita/CY

Not C overed
Not Covered



217 Second Street, Suite 201 

Juneau, Alaska 99801 

(907) 586-2323 

FAX (907) 463-5515

* S T A T E *  
C H A M B E R
C F  C O M M E R C E

March 30, 1993

The Honorable Bill Hudson 
Chairman, House Labor and 

Commerce Committee 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801-1182

Dear Representative Hudson:

There is no problem as troublesome to the business community in 
Alaska and throughout the nation, as the concern for providing 
affordable health insurance for employees and employers^ As is 
recognized in SSHB 12, the problem is particularly acute for the 
very small employer.

The Alaska State Chamber of Commerce continues to be on record 
in support of the intent of SSHB 12. We have reviewed the bill 
and it seems to be very straightforward and reasonable in terms 
of its content. While the technical issues in insurance are 
beyond our scope, we feel that the structure as proposed in 
SSHB 12 would solve the problem of availability of insurance 
and we are very supportive.

Thank you for your concern and your willingness to initiate a 
positive approach to solving a portion of the insurance problems 
facing the private sector, especially small business.



SMALL GROUP MARKET REFORM 

SPONSOR SUBSTITUTE FOR HOUSE BILL 12

PRESENTED BY 

GORDON E. EVANS

ALASKA HOUSE LABOR AND COMMERCE COMMITTEE 

April 6, 1993



My name is Gordon Evans and I represent the Health

Insurance Association of America ("HIAA'’), which is a trade

association of the nation's leading commercial health insurance 

companies which provide health insurance for approximately 95 

million Americans. HIAA actively supports HB 12.

The escalating spiral of health care costs continues to 

plague our society. The cost of health care has risen at a rate

that is matched by no other item represented in our economy. All

aspects of medical care, including the private health insurance 

market as well as the Medicaid and Medicare programs, have been 

affected by this phenomena.

The small employer market provides one of the most vivid 

examples of how health care cost inflation continues to afflict 

our financing system. Faced with unrelenting demands to hold 

down health care costs, insurers and employers have intensified 

the search for ways to moderate premium increases. Leaving high 

risk individuals out of group coverage has been one such method. 

The "excessive employer churning" that newspaper accounts often 

bring to our attention is largely a function of employers seeking 

the lowest available rate. Many small employers complain that 

the presence of a high-risk individual in their group has made it 

impossible to obtain coverage at any price.



This dynamic is complicated further by the tumultuous 

labor market of a small employer. Small employers —  those with 

2 to 25 employees —  are far more likely than larger organizatins 

to go in and out of business. Also, employees of small firms are 

more likely to change jobs. Employee turnover among small, 

insured firms is about 23 percent annually and is twice that 

level for small employers without coverage, These factors 

contribute to the reluctance of such employers to offer coverage.

As the complexities of the small employer market have 

grown, and the likelihood of individuals being separated from the 

financing system has increased, there is a growing perception 

that even if they have coverage, they stand a reasonable chance 

of losing it if they change employers, or if they have poor 

claims experience.

Mr. Chairman, we have now reached the point where 

substantial small employer market changes are needed if we are to 

serve the longer-term interests of small employers and meet the 

concerns of policymakers. Thus far 24 other states have enacted 

small group market reform which includes jimilar reforms as 

reflected in HB 12. The essence of HB 12 is to make certain 

changes in the market so that it provides substantially more 

predictability and protection to the purchasers of coverage.



Let me emphasize that tc work, these changes will have 

to apply to all players in the small employer market —  insurance 

companies, medical service plans, multiple employer welfare 

associations, etc. All competing entities in the small employer 

market, insurers as well as non-insured benefit plans, would have 

to be bound by the same rules in order to prevent any company or 

segment of the market from being placed at a disadvantage. The 

reforms included in HB 12 ensure fair access to and continuity of 

coverage for smell employers and their employees.

The issues embraced in HB 12, which incidentally is 

based on the National Association of Insurance Commissioners' 

(NAIC) Model Act, include:

—  Guaranteed Availability. All small employer 

groups would be able to obtain private health insurance 

regardless of the health risk they present.

—  Coverage of Whole Groups. Coverage would be made 

available to entire employer groups. Neither employers nor 

insurers could exclude from a group's coverage individuals who 

present high medical risks.



-- Renewobility of Coverage. At renewal time, 

employer groups and/or individuals within these groups would be 

assured that their coverage would not be cancelled because their 

health had deteriorated or because of claims made.

—  Continuity of Coverage (or Portability). Once a 

person is covered in the small employer market and has satisfied 

a plan's initial pre-existing condition restrictions, he or she 

would not be faced with meeting those restrictions again in the 

event that they change jobs, or their employer changes carriers.

—  Premium Pricing Limits. There would be specific 

limits on how much an insurance carrier's rates could vary for 

employer groups of similar composition —  similar demography, 

geography, and benefit plan design. Insurers would retain the 

right to medically underwrite for purposes of assessing risk and 

setting rates, but not to exclude individuals from coverage in a 

group plan.

How do you make it work? To give effect to these 

reforms, HB 12 authorizes creation of a private not-for-profit 

Small Employer Health Reinsurance Association. Reinsurance means 

to insure again. Without the Reinsurance Association these 

reforms are not achievable. Under reinsurance, the primary



insurer —  the one which writes the policy —  can elect to 

purchase insurance from a reinsurer to cover all or part of the 

loss which the group policyholder is protected against. The 

reinsurer is, in a sense, a silent partner of the original 

insurer. Reinsurance enables an insurer to accept a greater 

variety of risks —  to treat all individuals in a group the same 

way —  all members of a group would have the same benefits. The 

reinsuer stands behind the insurer and simply reimburses for 

claims associated with certain reinsured individuals. This 

allows the insurer to spread high risks broadly through the 

private market rather than concentrated in one small employer 

group.

Besides the small group market reforms discussed above, 

one of the most effective means to obtain cost control is to 

improve our health delivery and financing system through 

effective managed care programs. Managed care has proved it can 

control costs. Provisions including aspects of managed care may 

be incorporated into the small employer health plans which will 

be developed by the Small Employer Health Reinsurance Board.

HB 12 would also exempt small employer health plans from 

state laws which mandate coverage of specific benefits or 

services rendered by certain providers.



It is definitely not business as usual in the heal .n 

insurance industry. HB 12 will assure that no small employer, 

and no employee of a small employer, will be turned down for 

health insurance because of poor health. This legislation will 

restore the concept of pooling risk across large groups, greatly 

limiting how much of the cost of poor health must be borne by the 

individual employer. Further, it will moderate significantly the 

sometimes drastic premium increases now experienced by small 

employers at renewal time and reduce the incentive for employers 

to change carriers frequently.

Finally, Mr. Chairman, I would note that the Health 

Resources and Access Task Force, created by the last legislature, 

specifically recommended enactment of this legislation as part of 

a short term strategy to improve access to health care coverage 

in the state. All of you received copies of that Task Force 

report early this session.

Thank you for the opportunity to present HIAA's views on

HB 12.



ALASKA STATE

H o s p i t a l  &  N u r s i n g  H o m e

ASSOCIATION

April 6, 1993

Representative Bill Hudson, Chair 
House Labor & Commerce Committee 
State Capitol 
Juneau, AK 99801-1182

Re:Support HB 12; Small Employer Health Insurance 

Dear Representative Hudson:

ASHNHA, representing community hospitals and nursing homes 
across the state, asks your support for HB 12, the small employer 
health insurance bill.

HB 12 is a very constructive step in correcting one part of 
our health care costs and access problem. It opens up the small 
employer insurance market at no cost to the state. Combined with 
SB 74 enacted in 1992 for the uninsurable, the Legislature will 
have taken two constructive steps in making health insurance 
available to individuals and small businesses that cannot find or 
afford health insurance.

People need health insurance now, and should not have to 
wait another two or three years before Congressional or State 
health reform is enacted and implemented.

Please support HB 12.

Sincerely,

Harlan R. Knudson 
President/CEO

319 Seward Street #11 - Juneau, AK 99801 • (907) 586-1790 * Fax (907) 463-3573
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MEMORANDUM

TO: REP. BILL HUDSON, CHAIR
HOUSE LABOR & COMMERCE COMMITTEE

FR: REP. BETTYE DAVIS ^ j )

DT: MARCH 13, 1993

RE: SCHEDULING OF HB 14
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I respectfully request that HB 14, "An Act making an appropriation 
for the capitalization of the BIDCO" be scheduled at your earliest 
convenience. I have attached a copy oi the bill, sponsor statement 
and pertinent background information for your review.

If you have any questions, please feel free to contact me or Renee 
Chatman of my staff at x3875. Thank you.

3 1 1 1CSTREET 
ANCHORAGE, ALASKA 9950.3 

(‘1071561-2039 
FAX: 1907) 561-1691

STATE CAPITOL 
ILNEAU, ALASKA 99801-11(12 

(907) -165-3875 
FAX: 907-465-2294

REPRESENTATIVE BETTYE DAVIS
D ISTR ICT 21
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S P O N S O R  ST A T E M E N T

H ouse B ill 14- ’M alting an appropriation fo r  capitalization o f  
the BIDCO program . "

Last year, I sponsored legislation creating B usiness Development 
Industrial Corporations (BIDCOs) in Alaska. BIDCOs, modeled after a 
successfu l Michigan program, provide financing, management and 
technical assistance to sm all to medium-sized business, with an 
emphasis on minority and rural businesses. They address a gap for 
com panies with financing needs that are deemed too risky for 
traditional bank lending, but do not provide the potential for high 
rates of return sought by traditional venture funds. This bill was 
signed into law on June 25, 1992.

HB 14 appropriates $10 million dollars from the earnings reserve of 
the Alaska Science and Technology endowment to initially fund the 
BEDCO fund.

In an effort to encourage capital sources to invest and lend money to 
BIDCOs, the program will be licensed  and regulated by the 
Department of Commerce. This system is designed to prevent fraud, 
conflict of interest and mismanagement, and to promote competent 
m an agem en t, a ccu ra te  record k eep in g  and appropriate  
communication with shareholders. In addition, the Alaska Science 
and Technology program will help assist BIDCOs in raising substantial 
private investment.

BIDCO's are one of the best opportunities for growth and expansions of 
small, rural and minority businesses in Alaska. I hope you will join re 
in support of capitalizing this important < conomic program.

3 1 1 1CSTREET 
ANCHORAGE, ALASKA 99503 

(9071 561-2039 
FAX: (907)561-1691

STATE CAPITOL 
IUNE4U, ALASKA 99001-1182 

(907) 465-3875 
FAX: 907-465-2294

REPRESENTATIVE BETTYE DAVIS
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HOUSE BILL NO. 14 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - FIRST SESSION 

BY REPRESENTATIVES B.DAVIS, Brown 

Introduced: 1/11/93
Referred: Labor Sc Commerce, State Affairs, Finance 
Funding Inform ation: General Fund S -0-

O ther Funds 10.000.000 
510,000,000

A BILL 

FOR AN ACT ENTITLED 

"An Act making an appropriation for capitalization of the BIDCO fund; and 

providing for an effective date."

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

* Section 1. The sum of $10,000,000 is appropriated from the earnings reserve of the 

Alaska science and technology endowment to the BIDCO fund (AS 37.17.210) for 

capitalization of the fund.

* Sec. 2. The appropriation made by this Act is for capitalization of an assistance fund and 

does not lapse.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

H B 0 0 1 4 a -1-
New Text Underlined (DELETED TEXT BRACKETED]

HB 14



F I S C A L  N O T E

.993 LEGISLATIVE SESSION
Revision Dale:
Tide:

•STATE OF ALASKA BELL NO. HB 14

Appropriation lor Capitalization of the BIDCO Fund

Sponsor:
Requostor:

Bettye Davis
Bettyo Davis

Expenditures/Revenues:

Dept. Affected: Department of Revenue

"BRU:
Component:

AK Science & Technology Foundation

COMPONENT SERIAL NO.

(Thousands of Dollars)

10)9

OPERATING FYS4 FY95 FY96 FY97 FY98 FY99
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS 10.000 .00

TOTAL OPERATING 10,000 .00

CAPITAL 1

REVENUE FUND SOURCE: 10.0 0 0 .0 0 1 1

FUNDING: (Thousands of Dollars)

1002 Federal Receiots
1003 GF Match -

1004 GF
1005 GF/Program Receiots
1006 GF/MHTIA 1025/51375
Other SCt/TECH Endowment Income 0 .00

TOTAL 0 .00

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY93) impact: S N/A

ANALYSIS: (Attach a separate page if necessary)

While the bill appropriates 510 million from ASTF income—there are and will be insufficient funds to fund this appropriation from ASTF earnings.

Prepared by: 
Division: AK ^eienCTg^cl^noloqy^FouncQtion

Approved by Commissioner: / f o i / /  In J * L
Agency: Deparament of Revenue

Phone: (907) 272-4333 

Date: 3/5/93 ,  ,
Date: z S / /  / 7 T

7 /
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 

For further distribution Information call the Governor's Leglslativo Office



This presumes that no other appropriations are made from the endowment earnings other than 
those requested for ASTF operating and grants and that the ASTF endowment, upon which 
interest income is dependent is not reduced from its current level of $101,037,000.

There are currently ether bills pending which would appropriate funds from the ASTF 
endowment earnings.

Program Summary

1. This fiscal note does not fund any additional positions.

This fiscal note does not justify major expenditure items.

The $10 million from the earnings of the ASTF endowment will exceed the 
available funds. Using the high projections supplied by the Alaska Permanent 
Fund Corporation ASTF will have $5 million in interest income available on 
July 1, 1993. The high projection for earnings on the ASTF endowment for FY94 
is $8 million. This results in a total interest income of $13 million through FY94. 
The ASTF FY94 budget request for operating and grants expenses is $9,609,000 
this would have an appropriate balance of $3,391,000 in interest income generated 
through FY94.

There are currently other bills pending which would appropriate funds from ASTF 
endowment earnings, further depleting endowment earnings and the interest 
earning capabilities of ASTF.

Section Cost Analysis—The total cost cf HB14 is $10,000,000 plus interest 
income generated on the $10 million.

Economic Impact—This appropriation would seriously impact the Alaska Science 
and Technology Foundation. The potential impact would be that ASTF could not 
award grants in FY94, the basic mission of the foundation, and the cunrent 
operating expense of the foundation would be seriously jeopardized.

BUDGET JUNEAUJTSCAL-N/VR 02/05/93

Assumptions: That the appropriation of $10 million from fund 1025/51375 will not severely 
impact the operations and granting capability of ASTF. This is not the case. ASTF projects an 
estimated balance on July 1, 1993, of between $3.5 million and $5 million. The FY94 ASTF 
grants and operating budget is $9,609,000. The projected income on the ASTF endowment in 
FY94 is $7 million to $8 million. 'This amount is adequate to fund the operations and grants of 
ASTF for FY94.
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I appreciate the opportunity to address this committee regarding 
Committee Substitute for Sponsor Substitute for HB 536.

CSSSHB 536 is an important step in implementing a new approach to 
promoting economic development by helping to create a more 
comprehensive and effective private business financing 
infrastructures. The bill would make possible the creation in 
Alaska of a new type of licensed and regulated private financial 
institutions, called Bidcos. The bill is modeled after a program 
in Michigan which has already resulted in the create of an 
industry of 9 Bidcos in that state, with others in the process of 
being formed.

Bidcos provide financing assistance and management assistance to 
businesses, especially small and medium-sized businesses. They 
are organized to address a gap for companies with financing needs 
that are too risky for bank lending, but do not provide the 
potential for super high rates of return sought by traditional 
venture funds.

Banks normally finance businesses by providing straight loans, 
normally with interest rates not exceeding several percentage 
points above prime. Venture capital funds typically make equity 
investment in companies with explosive growth potential and the 
potential to go public or be acquired within 5 years. This gives 
the venture capital fund the opportunity to share, expeditiously 
and to a high degree, in the upside success of it portfolio 
companies. By contrast, Bidcos typically invest in companies in 
the form of subordinated debt, receiving current interest income, 
and they compensate for the risk they take by sharing, to a 
modest degree, in the upside success of a company through a 
revenue participation or warrants.

The Polaris Fund, which has one of its offices in Alaska, is a 
good example of a traditional venture capital fund. The Polaris 
Fund's brochure indicates that its purpose is to provide equity 
capital to young companies, and states tliat when the fund invests 
in a company, the fund seeks, as a minimum objective, 10 times 
its money back within 5 years. The Polaris Fund provides an



important potential source of capital for high risk equity 
investments in companies with explosive growth potential. 
Nevertheless, this type of company is a very small part of the 
m a r k e t .

Bidcos are designed to address a different part of the market. 
Bidcos invest in family-owned or closely held companies with good 
growth potential and the potential to provide a good return to 
their investor, but which are not likely to grow so rapidly as to 
go public or be acquired and provide the kinds of returns sought 
by traditional venture capital funds.

The first part of CSSSHB 536 provides a system for the Department 
of Commerce and Economic Development to license and reguls~e one 
or more Bidcos. This is modeled after Michigan's licensing and 
requlation statute for Bidcos. The licensing and regulation 
system is designed to encourage capital sources to invest in and 
lend money to Bidcos because they can take comfort in the fact 
that they are investing in or lending to a licensed and 
regulated, private financial institution. The system of 
licensing, regulation and enforcement is designed to prevent 
fraud, conflict of interest, and mismanagement, and to promote 
competent management, accurate record keeping, and appropriate 
communication with shareholders.

To obtain a license, a Bidco must satisfy various standards 
relating to the competency and good character of its officers and 
directors, the adequacy of its. business plan, and the sufficiency 
of its capitalization. Once licensed, a Bidco is subject to 
annual examinations by the Department, with the Department having 
a enforcement mechanisms such as cease and desist orders to 
correct violations or stop unsafe or unsound acts.

The second part of the bill provides for a program whereby the 
Alaska Science and Technology '-und' .on would provide financial 
assistance to help catalyze \ ution of one or more Bidcos
in Alaska. This program is si'ir. co a program implemented in
Michigan by a state agency called the Michigan Strategic Fund.

The financial assistance provided by the Alaska Science and 
Technology Foundation would help capitalize the Bidco and would 
assist the Bidco in raising substantial private investment. The 
Foundation's assistance would be in the form of a loan to the 
Bidco, and would use a formula whereby the principal and interest 
owed by the Bidco to the Foundation could be reduced, in 
accordance with the performance of the Bidco in financing 
business in Alaska which actually create jobs and increase their 
sales. The Foundation is instructed by the bill to implement the 
program in a manner designed to encourage the provision of 
financing by Bidcos to businesses throughout the state, and to 
provide special incentives to encourage the inclusion of 
financings for businesses located in distressed areas, including 
distressed rural areas, and the financing of minority-owned 
businesses.



T a w  t i n a n c i n g  m e c h a n i s m  for 

s m a l l  b u s i n e s s  s h o u l d  fill g a p

M a m m o t h  o w n e r  f a c e s  

federal payroll t a x  trial

By Rose Ragsdale 
Alaska Journal of Commerce

A l alaskahas stepped to the forefront of 
states adopting a new creative financing 
strategyforhelpingsmallbusinesses solve 
chronic.money troubles without resort­
ing to direct finding.

The financing mechanism, known as a 
“Bidco,” was shepherded through the fi­
nal days of the 1392 legislative session by 
its lone.sponsor, Rep. Bettye Davis, D- 
Anchorage.

One Hickel administration official de­
scribed the new Bidco law,HB536, last 
week as one of the most revolutionary 
steps the state ha3 ever taken to encour­
age business growth.

Modeled after a wildly successful pro­
gram in. Michigan, the Alaska statute, 
calls for a program that enables the cre­
ation of one or more private financial 
institutions that earn their daily bread 
lendingmoney to viable small businesses 
banks deem too risky.

“TheBidcoistheTesultofthe state and 
the private sector doing business together 
because-Bidcos- are privately run with 
some 'state-funding,” said Davis in an 
interview.r'Itfs one step below bank 
financing. It’s standards are lower for 
borrowcra-so its risks are higher.”

Proponents say an Alaska Bidco would 
provide the-opportunity for growth and 
expansion far “mom and pop" businesses 
and fill the gap between seed capital and 
bank financing for startup companies.

The Alaska Department of Commerce 
and Economic Development, which will 
oversee theJicensing and regulation of 
Bidcos, is currently designing the struc-

Phcrto by liirgsni EUurrun
Rep. Bettye Davis, D> Anchorage

taro of the program with the help of 
Alaska Science andTechnology Founda­
tion officials.
. The law calls for the new program to 

encourage the Creation of institutions 
that meet the borrowing needs of mi­
norities and rural Alaskans as well as 
the general business community while 
earning as much as 25 percent annual 
return on its investments.

The Bidcos typically target family- 
owned or closely held companies with 

Continued on Page 7

By Margaret Bauman 
Alaska Journal of Commerce

A California business­
man who owned two Alaska 
trucking firms was to go on 

■ trial today on a 101-count 
indictment involving alleged 
failure to pay federal payroll 

. taxes totaling S4.7 million.
Donald C. Klein was in­

dicted May 1 by a federal 
grand jury in Fresno, Calif., 
on 49 counts of failing to ac­
count for and pay employee 
withholding taxes, 49 counts 
of filing false quarterly pay­
roll taxi returns and three 
counts of mak­
ing false state­
ments to the 
Internal Rev­
enue Service.

Klein was ar­
rested May 1 
and freed on 
$50,000 bond, 
the U.S. - i—  
Attorney’s office said.

Klein was identified in the 
indictment os an officer of 
Mammoth of Alaska, Inc., 
Progressive Transport, Inc. 
Mammoth of California, Inc., 
doing businessandMammoth 
Freight Lines, and Kandl Co., 
Inc. B ill Almeida, also of 
Fresno, and an owner of 
Mammoth, was not named in 
ar.y of the indictments, ac­
cording to the U.S. Attorney's 
office.

Klein went to prison in 1989 
after pleading guilty to two

counts of filing false tax 
forms. He served two years of 
a four-year sentence before 
being paroled.

Almeida and Klein began 
operating in Anchorage 33 
Mammoth of Alaska in the 
1970s.

Almeida, 63, who was in 
Anchornge June 12 when em­
ployees of Mammoth of 
Alaska and Progressive 
Transport received theirfinal 
paychecks, never mentioned 
Klein's troubles with au­
thorities. He blamed deregu­
lation of the trucking indus­
try for much of the firm's

■ •
Donald. C. K le in  w as indrated 

by a-federal g ra n d  ju r y  on 49  
co u n ts  o f  fa ilin g  to account for  
a n d  p a y  em ployee w itho ld ing

■ taxes... •
■

troubles.
”1 fought it  for the last 12 

years.They regulated theeost 
of transportation out of the 
hands of trucking people ... 
and put no rules on trans- 

’ portation, so now the shipper 
mokes the prices," he said.

Almeida saidhe opened the 
doors of Mammoth of Alaska 
in 1973 at the invitation of 
Fluor Alaska. “Ourbest years 
were 1974 to about 1977,” he 
said. The years 1978 through 
1981 provided a difficult pe- 

Comlnued on Pag* 2

r.
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B e t t y e  D a v i s  g u i d e s  L e g i s l a t u r e  t o  B i d c o  f u n d s
Contlnuod from Pago 1 
good growth prospects and the poten­
tial to provide a good return to in­
vestors but are not likely to grow 
rapidly enough to attract the atten­
tions of venture capitalists such as 
the Polaris Pond.

“ This i3 not a cheap money program. 
A Bidco loan might be prime plus 2 
percentage points, but i f  the company 
succeeds, the return could grow to 20 
percent to 25-percentsaid Steve 
Rohde, a Washington, D.C.-based fi­
nance consultant who designed the 
Michigan program andassistedDavis 
in designingthe legislation. “By con­
trast, a venture capital firm would 
expect a 50 percent to 60 percent 
return on a compounded basis."

Once the nuances of the program's 
structureare resolved, the stateplans 
to request proposals from the privnte 
sector to establish a'licensed, regu­
lated Bidco. The entity likely will 
resemble its Michigan predecessors, 
which provide Bubordinnted loans to 
businesses and compensate for the 
extra risk by participating in the up­
side success of the ir borrowers 
through revenue participation or 
warrants. -.

The key to Bidcos is they also pro­
vide expert management assistance 
along with the money to borrowers 
thatenables them to grow, proponents 
say.

“It fills atechnical knowledge gap. 
It ’s called ‘smart-money’ and there‘3 
not much of'that in Alaska," said 
John Sibertr-executive director of 
AS&TF. “Often just getting money i3 
dangerous for startup companies. 
Money thatbrings with itexpertise is 
good for business."

The potentially powerful concept of 
Bidcos woulcLhave fizzled in Juneau 
this year withoutihehard work and 
political savvy of Davis, say Sibert 
and others, including Kaleem 
Nuriddin, vice president of the Afri­
can American Business Council.

The Council had promoted the idea

of Bidcos for several years without 
much success until they took their 
case to Davis, who heretofore was 
knownforchampioningeducadon nnd 
children's issues.

“ I think this is important for small 
business in Alaska, but Rep. Davis 
did the work and she deserves the 
credit," Nuriddin said.

Davis said Sibert also helped her 
draft the bill with input from the 
Michigan experts, and despite nu- 
merousefforts to interestfellow House 
members in the legislation, none 
joined her as a co-sponsor. Still, she 
managed to get cooperation from 
several committee heads who either 
moved it out of their committees or 
waived it  on to the next step in the 
legislative process. When thebill came 
to the House floor, 33 lawmakers voted 
forit, three were off the floor and two, 
Rep. Eugene Kubina, D-Valdez, and 
Rep. Mike Navarre, R-Kenoi, voted 
against it.

On the Senate side, Davis said she 
picked up support from Sen. Arliss 
Sturgulewski, R-Anchorage, and sev­
eral others. But she only had five 
days to get the bill tnrough the Sen­
ate.

“So I went to Sen. Drue Pearce, R- 
Anchorege, who was chairman of the 
Labor & Commerce Committee, and 
she advised me to go to the Senate 
Finance Committee for a waiver be­
cause her committee planned to pass 
the bill," Davis said. “But when it 
reached the Senate floor, they made a 
change, and it  wentback to the House 
and didn’t  come up for a vote until 20 
minutes before midnight on the clos­
ing day of the session.”

Davis said getting the bill through 
the Legislature wa3 a close call, but 
she learned that talkingto both sides 
throughout the session rather than 
discounting political opponents can 
pay off.

“People said Sen. Rick Halford, R- 
Chugink, was difficult, but I found he 
was very helpful even though he is a

A I D E  A  l o o k s  t o  rural a r e a s

By the Alaska Journal of Commerce
A ™eas far from the major centers 

of Alaska commerce are expected to 
benefit from two recent moves by the 
Alaska Industrial Development and 
Export Authority.

A1DEA board members voted 
unanimously at a recent meeting to 
approve resolutions directing AIDEA 
staff to work with two other state 
agencies to develop regulations and a 
detailed business and operntingplon 
to provide loan guarantees in rural 
areas.

The move supports state Senate 
legislation establishing a rural eco­
nomic development initiative fund. 
Senate Bill 238, a legislative priority 
of Gov. Walter J. Hickel, passed both 
houses unanimously.

The fund shares a common mission 
with AIDEA and our business assis­
tance program, said William “Riley" 
Snell, acting executive director of 
AIDEA ‘They share mutual goals to 
provide financing assistance to rural 
businesses, to create private sector• • « * *• T  * I . 1.«J.

matcly S2.5 million in rural financing 
with AIDEA’s participation as a 
guarantor of private scctorfinancing.

“An AIDEA investment into the 
fund may possibly be a lower risk that 
investing in a shopping center in an 
urban area," said Ron Garzini, assis- 
tantcommissioneroftheDepartment 
of Commerce and Economic Develop­
ment. “Rural areas are not as affected 
by fluctuations in the oil industry as 
are urban areas.”

AIDEA’s business loan guarantee 
program, includingastreamlined ap­
proval program for unsecured loans 
o f $50,000 or less, has been 
underutilized.

“We asked the Legislature to make 
changos to the program to encourage 
banks to use it to assist new or rural 
business," Snell said. Senate Bill 226, 
signed into law this spring, raised the 
lim it for unsecured loon guarantees 
from $50,000 to $75,000 and made 
modifications to the interest rate pro­
visions.

“Our purpose is not to take busi­
ness away from financial institutions,"

Republican," she said. “They called 
me superwoman, but it was just a 
matter of not givingup and doing the 
work needed to make it happen."

Davis said her goal now is to help 
find $10 million to initially fund the 
Bidco program by next year and ul­
timately to work for its growth to a 
$100 million lending mechanism.

Michigan’s program, so far, has 
invested S21million of state money in 
its 10 Bidcos, which have attract $35 
million from private investment, said 
Rohde, a partner in Hansen, McOuat, 
Hamrin & Rohde in Washington, D.C. 
An 11th Bidcoisnowbeingcreatedin 
Michigan.

“It is important to understand that 
the state does not control the invest­
ment," Rohde said. “Bidcos are pri­
vate lenders. I t  is a way for the state 
to tap into private capital and talent, 
and it adds a strong element of mar­
ket discipline. Bidcos become to some 
degree partners in the companies they 
invest in."

To obtain a license, a Bidco must 
satisfy various standards relating to 
the competency and good character of 
itsofficersand directors, theadequacy 
of its business plan and the suffi­
ciency of its capitalization. Once li­
censed, a Bidco is subject to annual 
examination by the Commerce De­
partment, w ith the Department 
having an enforcement mechanism 
such as cease and desist orders to 
correct violations or stop unsafe or 
unsound acts.

The second part of the bill provides 
for AS&TF to provide financial assis­
tance to help catalyze the formation 
of the Bidcos. The Foundation's as­
sistance would be in the form of a loan 
to the Bidco, and would use a formula 
whereby the principal and interest 
owed by the Bidco to the Foundation 
could be reduced, in accordance with 
the performance of the Bidco in fi­
nancing business in Alaska which 
actually create jobs and increase sales.
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501 W. Fireweed Lane, Anchorage. AK 99503

Hospital Quality 
Emergency Generators 
with Tra isfer Switches

Best Offer 
M,A. Mortcnson Company 

(206)821-0416

• Cummins # VTA1710G 
500 kw 594 hours 

built 1/81 
Cummins #VT1710PG700 

350 kw 1044 hours 
built 5/71

Anmnihciiv
.-J J T T__ A tnCA U A t h f e e  P aram eters  P lu s ' (907)373-3387
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A l a s k a  S t a t e  L e g i s l a t u r e

Please enter into the record my testimony to the |L' r i ' - si—L l l l —-— ‘ ^ ^  " r' ■' r  1 e 
committee name

committee on 1 ^  3 ___v">.j L_i—i —  , dated  L- "  f ~~ --------------
bill/subject

My name is Randy Smith, with Rainbow Mining and Development Corporation 
in Wasilla, Alaska. After A years of proving up our mining claims and having 
a good repore vith the State agencyies we are now at a standstill. Obtaining 
funding for our project has been a tough assignment. We now have a proposal 
into Aslaka Science and Technology, and are awaiting their answer. We have 
contacted the Rural Development Initiative Fund and we were told to make an 
application to a bank , and if we were turned down they would write a letter 
of rejection so that we could then apply to the Rural Development Initiative 
Fund for their help.

I'm starting to wonder if the State of Alaska is concerned about helping 
Alaskan's start up businesses. Outside interests and businesses don't

seem to have much trouble in pursuing their objective in obtaining help they 
are requesting but then again these are big businesses that are applying.
Row about the small companies?, don't they really count? We have a plan that 
could put 30 to AO people to work and I'm sure there are 5 to 10 more small 
businesses that could do the same thing.

I was going over the State of Alaska's "STRATEGIC" plan by the Slsska 
Department of Commerce and Economic Development pamphlet (" POSITIONING 
ALASKA FOR THE 21ST CENTURY"). This was done in 1991, Glenn Olds being 
Comminnionrr. It's 5 missions are:

(1). IMPROVE climate for understanding and doing business with the
State, encouraging and supporting economic development , commerce, 
and international trade.

Signed:_______(N A  i  i_____ 3=-!— \ \  \ \ —------------------------
Testifier ^

"V? rAw .-o A-i 1 v-  ̂l 3 ̂  ,• -T________

Representing (Optional)
a £ 9  n  V f t U t v  c ] a i ^ ci b

Address
^ * 7 3  — 5  3 6 3 ____________________________
Phone No. 
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Please enter into the record my testimony to the H  £ M  5 c  Ivi . T - L o ' c  ^  o  m  ^  e  r  C £ .

committee name

committee on H id) i M \ b  C 0 ( dated
bill/subject
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(2). DISCOVER , encourage, and enhance new economic opportunities.

( 3 ) .  FA C ILITA TE i n f r a s t r u c t u r e s  t h a t  a r e  e s s e n t i a l  t o  t h e  g ro w in g  
o f  q u a l i t y  p u b l i c / p r i v a t e  p a r t n e r s h i p s .

(A). CREATE new, practical, effective models for interpreting and 
selling ALASKA'S unique role, resources, and services to/for 
the wotld.

(5 ). FOSTER economic development through the growth of trade between
ALASKA, the other states and foreign countries.

This all sounds good for alaska, but lets gat out of the snails pace.
The State seems to be so willing to put bondd proposals together for the larger 
outside companies who want to come to Alaska and say they could provide 120 jobs 
or so, but what if the State could help 10 or 20 small businesses to get started? 
Where could this go as far as jobs?

We have seen a lot of failure in State loan/grant programs and I'm sure the 
mining industry being one of them, but lets go forward and help "ALASKANS" to build. 
We, have a very good marketable product that we want to start manufacturing in 
Alaska that has world class appeal that could provide a lot of jobs. We just need 
financial help in getting this going.

We have gotten more favorable attention from the lower A9 states as far as 
investors are concerned than we have in Alaska. We would like to keep our 
corporation"All ALASKAN".

In summation, I would like to take from a piece that "ALFRED NORTH WHITEHEAD" 
had written more than 50 years ago. Mr. Whitehead described the uniqueness of 
contemporary technological civilization very succinctly: He wrote that our 
sociological theories, our practical maxims of business, our political economy, 
and our doctrines of education are derived from an unbroken tradition of great 
thinkers and of practical examples from the age of Plato in the 5th century 
before CHRIST to the end of the last century. The whole of this tradition is 
warped by the vicious assumption that each generation will substantially live
amid the conditions governing the lives of its fathers and will transmit those
conditions to mould with equal force , the lives of it's children.

"We are living in the first period of human history for which this assumption
is false".

Thank you
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Chapter 133

AN ACT

Relating to certain business development corporations.

* Section I .  AS 10 is amended by adding a new chapter to read;
CHAPTER 13. UIDCOS.

ARTICLE I. PURPOSES AND LICENSING.
Sec. 10.13.010. PURPOSES. The purposes o f this chapter ate to

(1 ) promote economic development by encouraging the formation o f one or mote 
UIDCOs to help meet the financing assistance and management assistance needs o f businesses 
In the state;

(2 ) establish a system o f licensing, regulation, and enforcement to enable a 
D fDCO to satisfy the eligibility requircm .nts for participating in programs that funher the 
purpc;cs o f the DIDCO;

(3 ) encourage capital sources to invest in and lend money to UIDCOs by 
providing for fllDCO s a system o f licensing, regulation, and enforcement designed to prevent
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1 fraud, conllict o f interest, mid mismanagement, mid to promote competent management, nccurnte
2 record keeping, mid nppioptinte coiiiiminicBtion with shareholders;
3 (d) safeguard the genernl reputation o f DlDCOs In order to increase die
d confidence o f prospective equity Investors In mid prospective debt sources for DlDCOs,
5 Sec. 10.13.020. QUALIP1CATIONS POR DIDCO LICENSE. H ie department shall Issue
6 a license to operate as a DIDCO to a corporation dial Is Incorporo'-d under AS 10.06, or that has
7 been issued a certificate o f authority under AS 10.06 to transact business In die stale, and dial
II submits an application to the department, If the department determines dint
9 ( I )  the applicant has the net woilli required under AS 10.13.W 0;

10 (2 ) the directors, officers, and controlling pcrstms o f the applicant satisfy the
11 criteria tinder AS I0.I3.0SC);
12 (3 ) it Is tensonnble to believe that die corporation will comply wldt Mils chapter,
13 (d) the applicant lias a reasonable promise o f being a viable, ongoing DIDCO,
Id satisfying the basic objectives o f the corporadon's business plans, and achieving long-tcnii
15 financial success.
16 Sec. 10.13.030. APPLICATION PROCEDURE. When applying for a license, an
17 applicant shall piovidc the information required by lire department In the form required by the
18 department. Die information must Include Information on lire directors, officers, and controlling
19 persons o f the applicant, the applicant's business plan, Including at least 10 years o f detailed
20 financial projections and odier relevant Information, and additional information consideted
21 relevant by lire department.
22 Sec. 10.13.040. REQUISITE NET WORTH, (a) In order to receive a license, an
23 nppllcnnt must demonstrate to die satisfaction o f the department that die applicant has raised
2d sufficient capital so that
25 ( I )  the net worth o f the DIDCO is eipected to be adequate, In the comeal o f Its
26 business plan, to support die DIDCO's management team and to achieve an appropriate spreading
27 o f the risk Involved In the DIDCO's provisions o f financing assistance; and
28 (2) the DIDCO has a reasonable promise o f being a viable, ongoing BIDCO,
29 satisfying the basic objectives o f lu  business plan and achieving long-term financial success.
30 (b) Unless die DIDCO receives a loan under AS 37.17.200 - 37.17.390, die department
11 may not establish a minimum net worth for a DIDCO under this section o f less dian $1,500,000.

Chapter 133
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I f  the D ID C O , as pa rt o f  i n  in it ia l c a p ita liz a t io n , rec e ives  a lo a n  un d e r A S  3 7 .1 7 .2 0 0  • 3 7 .1 7 .3 0 0 ,  
the m in im u m  net w o rth  o f  the D ID C O  m a y  he $ 5 0 0 ,0 0 0 ,  e x c lu d in g  o rg a n iz a t io n  cos ts  p a id  fo r  
o r  ow ed  b y  the D ID C O ,

S e c . '0 .1 3 .0 5 0 .  C R IT E R IA  F O R  D IR E C T O R S , O F F IC E R S , A N D  C O N T K O l. I . IN O  
F E R S O N S . ( a )  A  lic e n se  m a y  o n ly  b e  Issued  i f  the d ep anm cn t de te rm in es that each  d ire c to r , 
o f f i c e r ,  and  c o n t ro llin g  p e rson  o f  the ap p lica n t is

( 1 )  o f  g o od  ch a ra c te r and sou nd  fin an c ia l s tand ing ;
( 2 )  com pe ten t to  p e r fo rm  the d ire c to r 's  o r  o f f ic e r 's  fu n c tion s  fo r  the a p p lic a n t ;

and

( 3 )  w hen  c on s id e red  c o l le c d v c ly  w ith  the o th e r d ire c to rs , o f f ic e r s , and c o n t ro llin g  
p e rson s , ad equ a te  to  m an ag e  the  business o f  the ap p lican t as a D ID C O .

(b )  T h e  d e p an m cn t m a y  d e te rm in e  that a d ire c to r , o f f ic e r , o r  c o n t ro llin g  p e rson  o f  an 
ap p lic a n t is  n o t o f  g o od  ch a rac te r. D ascs the d epa ttm en t m ay  use to  m a ke  that d e te rm in a tion  

In c lu d e  p t o o f  tha t the d ire c to r , o f f i c e r ,  o r  c o n t ro llin g  p e rson , o r  a d ire c to r  o r  o f f i c e r  o f  a 
c o n t ro l lin g  p e rso n  has

( 1 )  had an adm in is tra t iv e  san c tion  im :.o sc d  u n de r 31 U .S .C .  3 8 0 1  • 3 B I2 (P m g r a m  

F ra u d  C iv i l R em ed ie s  A c t o f  I9 B 6 )  f o r  an o f fe n s e  u n d e r 15 U .S .C . 6 4 5 ;  o r
( 2 )  been con v ic te d  o f  a c r im e  in v o lv in g  frau d  o r  d is h o n e s ty , in c lu d in g  a 

c on v ic t io n  f o r  an o f fe n s e  u n d e r 15 U .S .C .  6 4 5 ;  in lit is  p a rag raph , ''c onv ic tion '' in c lu d e s  a 
c on v ic t io n  based  on  a g u ilty  p le a  o r  p le a  o f  n o lo  con tend e re .

S e c . 1 0 .1 3 .0 6 0 , D E T E R M IN A T IO N  O F  F U T U R E  N O N C O M P L IA N C E . T h e  d epanm cn t 
m ay  d e te rm in e  that it  is n o ' re a so n ab le  to  b e lie v e  that an  ap p lican t w o u ld  c o m p ly  w ith  this 
ch ap te r i f  lic e n sed . D ascs the d ep anm cn t m ay  u se  to  m a k e  that de te rm in a tion  in c lu d e  p r o o f  that 
the ap p lic a n t ha s been c on v ic te d  o f  a c r im e  In v o lv in g  fra u d  o r  d is h on e s ty , in c lu d in g  a c o n v ic t io n  
based  on  a g u ilty  p len  o r  p le a  o f  n o lo  con tend e re .

S e c . 1 0 .1 3  0 7 0 .  D E N IA L  O F  A P P L IC A T IO N . I f  the d ep anm cn t d en ie s a lic e n se  the 
d e p anm cn t s h a ll p ro v id e  the ap p lican t w ith  a w ritten  sta tem en t e xp la in in g  the rea son s  fo r  the 
d e n ia l.

S e c . 1 0 .1 3 .0 8 0 . D IS P L A Y  O F  L IC E N S E . A  lic e n see  sh a ll p o s t the lic e n se  in 
c on sp ic u ou s  p la ce  in  the lic e n se e 's  p rin c ip a l o f f ic e .

S e c . 1 0 .1 3 .0 9 0 . T R A N S F E R  O R  A S S IG N M E N T  O F  L IC E N S E  P H O I I ID IT E D .  A

Chapter 133
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1 licensee  m ay  no t tran s fe r o r  ass ign  l ls  lic en se .

2  S ec . 1 0 .1 3 ,1 0 0 . S U R R E N D E R  O F  L IC E N S E , (n ) U p on  ap p ro v a l b y  n tw o -th ird s  v o le
3 o f  Its b n an l o f  d ire c to rs  and  a fte r  c om p ly in g  w ith  (b )  and (c )  o f  t i lls  sec tion , a lic en see  m a y  op p ly
<1 to the d epa rtm en t to  have d ie  d epa rtm en t accept the su rrende r o f  the lic e n see 's  lic en se . I f  d ie
5  depa rtm en t de te rm in es l lin l the req u irem en ts  o f  th is sec tion  have  been sa t is fie d , d ie  depa rtm en t
6  s h a ll a p p ro v e  d ie  ap p lica tion  un le ss  the depa rtm en t de tenn in e s  Utat the p u rp ose  o f  d ie  app lica tion
7 is to  evn dc  a cu rren t o r  p ro sp ec tiv e  action  by  the depa rtm en t un de r A S  1 0 .1 3 .7 0 0  -  1 0 .1 3 .8 3 0 .
8  (b )  N o t less than 6 0  d a y s  b e fo re  f i l in g  an ap p lic a t ion  un d e r (a )  o f  t i lls  sec tion , a licen see
9  sh a ll n o t i fy  a l l o f  its sh a reh o ld e rs  and c re d ito rs  o f  us in ten tion  to  f i le  d ie  ap p lic a d on . E ach

10  c re d ito r sh a ll be n o tifie d  o f  the righ t to  c om m en t to  d ie d ep a iu n en t. E ach  sh a re h o ld e r s h a ll be
1 1 n o tifie d  o f  the righ t to  P ie  w ith  d ie  licen see  an o b jc c d o n  to  the p rop osed  su rren d e r o f  the licen se
12 w ith in  d ie 6 0 -d a y  p e riod  and s h a ll be nd v lsed  tlin t, I f  the sh a reh o ld e r f i le s  an o b je c d o n , the
13  sh a re h o ld e r m a y  a ls o  send  a cop y  o f  the o b je c t io n  to  the depa rtm en t.
Id  ( c )  I f  sh a reh o ld e rs  rep re sen ting  2 0  pe rcen t o f  d ie  ou tstand ing  v o d n g  secu rities o f  the
1 5  licen see  fi le  an o b je c t io n  w ith  the lic e n see , d ie  lic e n see  m a y  no t p ro ceed  w ith  the ap p lica tion
16 un less  the ap p lic a tion  is ap p roved  by  a  v o te  o f  sh a re h o ld e rs  rep resen ting  tw o -th ird s  o f  the
17 ou ts tand ing  vo t in g  secu rities  o f  the licen see .
18 A R T IC L E  2 . C O R P O R A T E  M A T T E R S .
19  S e c . IU . I 3 . I 2 0 .  C O R P O R A T E  N A M E , (n )  T h e  c o rp o ra te  nam e o f  a lic en see  m ust
7 0  In c lud e  the w ord  ''B ID C O '' o r  " B id c o ."  A  licen see  m ay no t transact bu siness un de r a nam e o th e r
2 1  than its c o rp o ra te  nam e.
2 2  (b )  B e fo re  be ing Issued  a lic e n se , a  c o rp o ra t io n  d ia l p ropose s to  a p p ly  f o r  a  lic e n se  o r
2 3  dim  ap p lie s  fo r  a license  m ay p e r fo u n , u n d e r a nam e din t Ind icates din t the c o rp o ra d o n  Is a
2 4  co rp o ra t io n  lic e n sed  under lid s  ch ap te r, the acts necessa ry  to  ap p ly  f o r  end  ob ta in  a lic en se  Bnd
25  o th e rw ise  p repa re  to beg in  business as a Ucensec. T h e  c o rp o ra t io n  m ay  no t rep resen t d ia l It Is
2 6  o licen see  un til n fte r the lic e n se  has been ob ta ined .
2 7  S e c . 1 0 .1 3 .1 3 0 . B O A R D  O F  D IR E C T O R S , (a )  T h e  boa rd  o f  d ire c to rs  o f  a licen see
2 8  m ust h a ve  at least seven d ire c to rs .
2 9  (b )  T h e  board  o f  d ire c to rs  sh a ll h o ld  at lea s t on e  m eeting  each  c a le n d a r qun rte r.
3 0  S e c . 1 0 .1 3 .1 4 0 . N O T IC E  O F  O F F IC E R  A N D  D IR E C T O R  C H A N G E S . W i t h ln 3 0 d a y s
3 1  o f  each  o f  d ie  fo l lo w in g  even ts , d ie  lic e n see  sh a ll n o t i fy  the depa rtm en t in  w rit in g  o f  d ie even t
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1 and  p ro v id e  any a d d it io n a l in fo rm a t io n  that d ie  depa rtm en t req u ire s :
2  ( I )  d ie  death , re s ig n a tion , o r  r em o v a l o f  i  d ire c to r o r  o f f ic e r ;
3  ( 2 )  d ie  e le c tio n  o f  a  d ire c to r ; o r

■1 ( 3 )  the  appo in tm en t o f  an o f f ic e r .
5  S ec . 1 0 .1 3 .1 3 0 . D IV ID E N D S ,  (a )  A  lic e n see  m a y  no t p ay  o r  o b lig a te  i t s e lf  to  p ay  a
6  cash  d iv id en d  o r  d iv id en d  In  k in d  to  the lic e n see 's  sh a reh o ld e rs  un le ss  d ie  p aym en t Is con sisten t
7  w ith  r. d iv id en d  p o lic y  that has been  ad op ted  b y  the licen see  and ap p ro ved  b y  the d epanm cn t.
8  (b )  W h e n  a p p ro v in g  d iv id en d  p o lic ie s  un d e r th is sec tion , the d c p an m en l sh a ll c on s id e r
9  the spec ia l ch a rac te ris tic s  o f  D lD C O s  and  the d iv e rse  range o f  d iv id e n d  p o lic ie s  that arc

10  p o te n t ia lly  ap p rop ria te  fo r  a  D ID C O , w ith ou t a llow in g  the licen see  to  engage  in  un sa fe  o r
U  u n sound  acts that c o u ld  th reaten the v ia b i li ty  o f  the licen see  as on o n g o in g  D ID C O  by e ro d ing
12  Its  cap ita l base.
13  ( c )  T h e  d epa rtm en t m a y  at an y  tim e w ithd raw  a p re v iou s a p p ro v a l o f  a d iv id en d  p o lic y
14 i f  lite  d ep anm cn t de te rm in es that the w ith d raw a l is necessa ry to  p re ven t u n sa fe  o r  un sound  acts.
15 S ec . 1 0 .1 3 .1 6 0 . S T O C K  D U Y -D A C K . A  licen see  m ay no t b u y  back  o r  o b lig a te  i t s e lf
16 to  b u y  back a sha re  o f  e q u ity  in te rest f ro m  a sh a re h o ld e r w ithou t the p r io r  a p p ro v a l o f  the
17 dcpanm etti.
18 A R T IC L E  3 .  T R A N S A C T IO N  O P  O IJS IN E S S .
19  Sec . 1 0 .1 3 .1 7 0 . O F F IC E S , ( a )  A  lic en see  sh a ll m a in ta in  at lea s t on e  o f f i c e  in th is s la te .
2 0  (b )  A  lic e n see  m a y  no t m a in ta in  an o f f ic e  ou ts id e  th is state.
21  (c )  T h e  lo c a t io n  o f  eoch  o f f ic e  o f  a lic e n see  m ust be re a son ab ly  access ib le  to  the pu b lic .

2 2  (d )  A  lic e n see  sh a ll p ost in  a c on sp icu ou s p lace  at each o f  the lic e n se e 's  o f f ic e s  a sign
2 3  d ia l bears the c o rp o ra te  nam e o f  the licen see .
2 4  (e )  I f  a lic e n see  e s ta b lish es , re lo c a te s , o r  c lo se s  an o f f i c e , the lic en see  sh a ll g iv e  the
2 5  d epa rtm en t w ritten  n o tic e  w ith in  3 0  d a y s  o f  the even t.
2 6  Sec . 1 0 .13 .1 8 0 . D IJ S IN E S S  O F  L IC E N S E E . A  licen see  m ay no t engage In  a business
2 7  o th e r  than p ro v id in g  fin an c in g  ass istance and m anagem en t assistance to  bu sinesses .

2 8  S e c . 1 0 .1 3 .1 9 0 . G E N E R A L  P O W E R S . In  ad d ition  to  the o th e r pow e rs  g iven  b y  this
2 9  ch ap te r and the p ow e rs  c o n fe r re d  o n  the lic en see  b y  the law s under w h ich  it Is In c o rp o ra ted  that

3 0  a rc  no t Inconsis ten t w ith  th is ch ap te r, a  lic e n see  m a y
31  ( I )  b o r row  m o n ey  and o th e rw ise  In cu r indebtedness f o r  the lic e n see 's  pu rpose s ,
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1 in d t i j i n g  (lie  issu ing  o f  c o rp o ra te  bond s , d eben tu res , no tes , nnd o i li e r  e v id en ce  o f  Indeb tedness ;
2  it lic e n see 's  Indebtedness m a y  be seem ed  o r  u n secu red , nnd m ay  In v o lv e  e q u ity  fea tu res ,
3  In c lu d in g  p ro v is io n s  fo r  c o n v e rs io n  to  s lo c k  nnd w tutnnts to  pu rchase s toc k ;
4  ( 2 )  m ake  con trac ts ;
5  ( 3 )  In c u r and p ay  necessa ry  and In c iden ta l op e ra d u g  exp enses ;
6  ( 4 )  p u rcha se , re c e iv e , h o ld , le a se , a cq u ire , s e l l ,  c o n v e y , m o rtg ag e , p ledg e , o r
7  o th e rw ise  acq u ire  o r d isp ose  o f  re a l o r  p e rson a l p ro p e rty , nnd the righ ts and p r iv ile g e s  that are
8  In c id en ta l nnd appu rtenan t to  the tran sac tion s , i f  the re a l o r  p e rson a l p io p e ity  is fo r  the lic e n se e ’ s
9  use in  o p e ra tin g  the lic e n see 's  bu siness o r  I f  the re a l o r  p e rson a l p ro p e r ly  Is acq u ire d  by  the

10  lic e n see  f ro m  tim e  to  lim e  in  sa tis fac tion  o f  deb ts o r  the e n fo rc em en t o f  ob lig a tio n s ;
1 1 (S )  m ake  d ona tio n s  f o r  ch a ritab le , ed u ca tion a l, resen rch , o r  s im i la r  pu rp ose s ;
12  (O ) p ro v id e  fin an c in g  ass istance and m anagem ent assistance to  bu sinesses and
13  es ta b lish  the term s and c on d it io n s  o f  the assistance;
14 ( 7 )  im p lem en t a re a son ab le  and pruden t p o lic y  f o r  con se rv in g  and In v es tin g  the
15  lic e n se e ’ s m on ey  b e fo re  the m oney  is used  to  p ro v id e  fin a n c in g  ass istance to  bu sinesses o r  to  p ay

16  the exp enses o f  d ie  lic en see ;
17 ( 8 )  e xe rc ise  the in c id en ta l p ow ers that ate necessa ry , c o n ven ien t , o r  re a so n ab ly
18  re la ted  to  p ro v id in g  fin an c in g  ass istance and m anagem ent assistance to  bu sinesses .
1 9  S e c . 1 0 .1 3 .2 0 0 . F IN A N C IN G  A S S IS T A N C E  F O R M , T E R M S , A N D  C O N D IT IO N S . A
2 0  licen see  m a y  d c lc im in e  the fo rm , te tm s , nnd con d itio n s  f o r  the fin an c in g  ass istance that it w ilt
21  p ro v id e .
2 2  S ec . 1 0 .1 3 .2 1 0 . F IN A N C IN G  A S S IS T A N C E  A L L O W E D . H ie  fin an c in g  ass istance dint
2 3  a lic en see  m a y  p ro v id e  In c lud es
2 4  ( I )  lo a n s ;
2 5  ( 2 )  pu rchase  o f  deb t in s trum en ts ;
2 6  ( 3 )  su a lg h t eq u ity  in vestm en ts  in c lu d in g  d ie  pu rchase o f  c om m on  s to c k  o r
2 7  p re fe rred  s to c k ;
2 8  ( 4 )  deb t w ith  eq u ity  fea tu re s  In c lu d ing  w arran ts  to  pu rchase  s to c k , c o n v c rd b le
2 9  d eben tu res , o r  rec e ip t o r  a pe rcen t o f  net In c om e  o r  s a le s ;
3 0  ( 3 )  lo y a lty -b a s e d  fin an c in g ;
3 1  ( 6 )  deb t guaran tees ;
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( 7 )  p ro p e rty  le a s ing .
Sec . 1 0 .1 3 .2 2 0 . P A R T IC IP A T IO N  IN  G O V E R N M E N T A L  P R O G R A M S , ( a )  A  licen see  

m a y  pa rtic ip a te  in a fcd e ru l, s la te , o r  lo c a l g o ve rnm en t p ro g ram  fo r  w h ich  the lic e n see  is e lig ib le  
and that has a s the p ro g ram 's  fu n c tion  the p ro v is io n  o r  fa c i lita t io n  o f  fin a n c in g  ass istance o r  
m anagem ent a ssistance to  bu sinesses.

(b )  I f  a lic e n see  pa rtic ipa tes in a p ro g ram  r e i n e d  to  in (u ) o f  th is se c tion , the licen see  
sh a ll c om p ly  w ith  the requ irem en ts  o f  the p rog ram .

S e c . 1 0 .1 3 .2 3 0 . S C O P E  O F  M A N A G E M E N T  A S S IS T A N C E . W h e n  p ro v id in g  
m anagem ent a ss is tance , a  lic en see  m a y  p ro v id e  m anagem en t ad v ice , m anag em en t se rv l es, 
techn ic a l ad v ic e , and techn ic a l se rv ices .

S ec . 1 0 .1 3 .2 4 0 . L IM IT A T IO N  T O  P U R P O S E S  O F  U IJ S IN E S S . F in an c ing  assistance 
and m anagem en t a ss istance p ro v id ed  by  a lic en see  to  a bu siness m a y  o n ly  be f o r  the business 
p u rp o se s  >f the business .

S e c . 1 0 .1 3 .2 5 0 . C O N T R O L  O F  O T H E R  B U S IN E S S E S . A lic e n see  m a y  n o t h o ld  c o n tro l 
o f  an o th e r bu s iness , excep t as p ro v id e d  un d e r A S  1 0 .1 3 .2 6 0  - 1 0 .1 3 .2 8 0 . In  th is sec tion , 
" lic e n se e "  In c lu d es  the lic e n see  In con ce rt w ith  a d ire c to r , o f f i c e r ,  c o n tro llin g  p e rson , o r  a ff i lia te  
o f  the lic en see .

Sec . 1 0 .1 3 .2 6 0 . C O N T R O L  O F  A S S IS T E D  B U S IN E S S , ( a )  A  lic e n se e  th tt has 
p ro v id e d  fin a n c in g  ass istance to  a bu siness m ay  acqu ire  and h o ld  c o n tro l o f  the bu s iness to the 
ex ten t It b ecom es necessa ry  to  p ro tec t the lic e n see 's  in te rest as a c tc d ito r o f ,  o r  In v e s to r  in , the 
business .

(b )  U n le s s  the depa rtm en t ap p rove s  a lo n g e r p e rio d , a lic e n see  h o ld in g  c o n tro l o f  a 
bu s in ess u n d e r th is sec tion  sh a ll d iv e s t i t s e lf  o f  the c o n tro l as soon  as p ra c tic ab le , o r  w ith in  fiv e  
y ea rs  a fte r  a cq u irin g  the  in te re s t, w h ich eve r is so o n e r.

( c )  W ith in  3 0  d ays a fte r  a  lic e n see  e xe rc ise s  Its au th o rity  to  acqu ire  and h o ld  c on tro l o f  

a bu siness u n d e r th is sec tion , the licen see  s h a ll n o t i fy  d ie  d ep anm cn t o r  the ac tion . T h e  
n o t if ic a t io n  m ust in c lu d e  the rea son s  w hy  it is n ecessa ry  f o r  the licen see  to acq u ire  and h o ld  
c o n t ro l o f  d ie  bu s iness and the leng th  o f  tim e the lic en see  an tic ipa tes that it m a y  be necessa ry  
to  h o ld  c o n tro l o f  the business .

S e c . 1 0 .1 3 .2 7 0 . C O N T R O L  O F  B U S IN E S S  P R O V ID IN G  F IN A N C IN G  A S S IS T A N C E  
A N D  M A N A G E M E N T  A S S IS T A N C E . W ith  the a p p ro v a l o f  the d e p am n en l, a lic e n se e  m ay
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1 ncqu itc nnd h o ld  c o n i io l o f  an o th e r business that Is engaged o n ly  In the bu s iness o f  p ro v id in g
2 fin an c in g  ass istance and m anagem ent assistance to  businesses.
3  See . 1 0 .1 3 .2 8 0 . C O N T R O L  O F  O T H E R  B U S IN E S S E S . ( a )  W ith  the a p p ro v a l o f  the
■1 d epanm cn t, a lic en see  m a y  acqu ire  nnd h o ld  c o n tro l o f  a business n o t o th e rw is e  a llow e d  un d e r
5 A S  1 0 .1 3 .2 5 0  -  1 0 .1 3 .2 7 0 .

6  ( I t )  T lte  depa rtm en t m a y  no t ap p rove  an ap p lic a t ion  under (a )  o f  t i lls  sec tion  un le ss  the
7  depanm cn t de te rm in es that

8  ( I )  d ie  acq u is itio n  and c o n t ro l w i l l no t cau se the am oun t o f  the lic en see 's
9  investm en ts In  businesses c o v e te d  by th is sec tion  to  exceed  15 pe rcen t o f  d ie asse ts o f  d ie

10 lic en see ; and
11 ( 2 )  In the d epa rtm en t's  ju d gm en t the a p p ro v a l w i ll p rom o te  d ie  pu rpose s o f  th is
12  ch ap te r.
13 ( c )  A n  ap p ro va l u n d e r ( a )  o f  d ils  sec tion  m ay  no t be f o r  a p e rio d  o f  m o re  d tan three
14 y ea rs , un le ss  tlte d epa rtm en t de te rm in es that a lo n g e r  p e rio d  is necessa ry  and con s is ten t w ith  d ie
15  pu rp ose s  o f  th is ch ap te r.
16 Sec . 1 0 .1 3 .2 8 5 . " H O L D  C O N T R O L "  D E F IN E D . In  A S  1 0 .1 3 .2 5 0  -  1 0 .1 3 .2 8 0 , "h o ld
17 c o n t ro l"  m eans to  d ire c t ly  o r  In d ire c t ly  ow n , o f  re c o rd  o r  b e n e fic ia lly , 5 0  p e rcen t o r  m o re  o f  n
IB  bu s iness 's  ou ts tand ing  vo ting  equ ity  iu te ie s ls .
19 Sec , 1 0 .1 3 ,2 9 0 . B U S IN E S S  P R A C T IC E  S T A N D A R D , (a )  A  lic e n see  s h a ll transact its
2 0  business In  a sa fe  end sou nd  m ann e r and sh a ll m a in ta in  It s e lf  In  n sa fe  an d  so u n d  c on d it io n .
21 (b )  In  d e te rm in in g  w hethe r a licensee  Is tran sacting  business In  a sa fe  and sou nd  m anne r,
2 2  the depa rtm en t m ay  no t c o n s id e r the r is k  o f  p ro v id in g  fin an c in g  assistance to  a  bu siness , u n less
2 3  the d epa itm en t de te rm in es that d ie  r is k  Is g rea t en ough  to dem on stra te  g ro ss m ism anagem en t
2 4  w hen  c om pa red  w ith  the re tu rn  that can be re a lis t ic a l ly  expected .
2 5  ( c )  N o tw ith s tand ing  the o d te r p ro v is io n s  o f  th is sec tion , die d ep a rtm en t m a y
2 6  ( I )  I f  d ie am oun t o f  d ie  fin an c in g  assistance Is undu ly  la rg e  In  re ta d on  to  d ie  to ta l
2 7  assets o r  d ie  to ta l sh a re h o ld e r equ ity  o f  d ie  lic e n see , de te rm in e  d ia l a lic e n s e e ’ s fin an c in g
2 8  ass istance to  a s in g le  bu siness o r  g ro u p  o f  a f f i l ia te d  businesses v io la te s  (a )  o f  th is se c d on  o r
2 9  con stitu te s  an un sa fe  o r  un sound  a d ;
3 0  ( 2 )  req u ire  d ia l a licen see  m a in ta in  a  re se rv e  In  d ie  am oun t o f  a n d d p n te d  lo s se s ;
31  ( 3 )  req u ire  d in t a lic en see  have  In  e ffe c t  a w ritten  fin an c in g  ass istance p o lic y
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1 a p p ro ve d  by  the lic e n se e 's  boa rd  o f  d i ic c lo rs . in c lu d ing  c red it e v a lu a t io n  and o th e r m a tte rs ; the
2  d epa rtm en t m a y  no t req u ire  that a lic en see  ad op t a fin an c in g  ass istance p o lic y  that con ta in s
3  s tanda rd s that p re ven t the  licen see  f ro m  e xe rc is in g  needed f le x ib i li t y  in  e v a lu a t in g  and stru ctu ring
4  fin a n c in g  ass istance to  bu sinesses o n  an In d iv id u a l basis .
5  S e c . 1 0 .1 3 .3 0 0 . D IS C L O S U R E  O P  P O T E N T IA L  C O N F L IC T  O P  IN  T E R E S T . A pe rson
6  s h a ll d is c lo se  a p o ten tia l conO lc t o f  in te ic s i that o ccu rs  In  a tran sac tion  in  the fin an c in g
7  d ocum en ts o f  the tran sac tion  o r , i f  the tran sac tion  does no t In v o lv e  fin a n c in g  ass istance , in
8  a n o th e r ap p rop ria te  d o c u m :.' , l, i f  the p e rson
9  ( I )  pa rtic ip a tes In a de c is ion  o f  a licen see  te lu tin g  to the tran sac tion ; and

1 0  ( 2 )  kn ow s  o f  a p o ten tia l c o n f lic t  o f  In te rest in v o lv in g  the tran saction .
11 S ec . 1 0 .1 3 .3 1 0 . T E R M S  W H E R E  P O T E N T IA L  C O N F L IC T  O P  IN T E R E S T  IS
12  IN V O L V E D .  I f  a lic en see  p ro v id e s  fin a n c in g  assistance to  a bu siness o r  engages In another
13  business tran sac tion , and  I f  the assistance o r  tran sac tion  In v o lv e s  a po ten tia l c o n f lic t  o f  In te rest,
14  d ie  te rm s and c on d it io n s  u n de r w h ich  the licen see  p ro v id e s  the ass istance o r  engages in the
15  tran sac tion  m a y  n o t b e  le s s  fa v o rab le  o  the lic en see  than the term s and c on d it io n s  that w ou ld
16 be  req u ired  by  the lic e n see  in  the o rd in a ry  c ou rse  o f  bu siness i f  the ass istance o r  tran sac tion  d id
17 no t In v o lv e  a p o ten tia l c o n f lic t  o f  in te re s t
18  S ec . 1 0 .1 3 .3 2 0 . P O T E N T IA L  C O N F L IC T S  O F  IN  T E R E S T  D E F IN E D , ( a )  In
19  A S  1 0 .1 3 .3 0 0  - 1 0 . 1 3 . 3 1 0 ,  lic en see  tran sac tions that in v o lv c a  po ten tia l c o n f lic t  o f  In te rest in c lud e
2 0  f  I )  p ro v id in g  fin an c in g  ass istance to  a p rin c ip a l s h a re h o ld e r o f  the lic e n se e , to  a
21 p e rson  c o n t ro lle d  b y  a p r in c ip a l sh a reh o ld e r o f  the lic e n see , o r  to a d ire c to r , o f f i c e r ,  pa rtne r,

2 2  re la t iv e , c o n t ro llin g  p e rso n , o r  a f f i l ia te  o f  a  p rin c ip a l sh a reh o ld e r o f  the lic e n see ;

2 3  ( 2 )  p ro v id in g  fin an c in g  assistance to  a business to  w h ich  on e  o r  m o re  o f  the
2 4  fo l lo w in g  p ro v id e s  o r  p lan s  to  p ro v id e  con tem po ran eou s  fin an c in g  ass istance ;
2 5  (A )  a p rin c ip a l sh a reh o ld e r o f  the licensee ;
2 6  ( D )  a  d ire c to r , o f f ic e r ,  p a n n e r , re la t iv e , c o n tro llin g  p e rson , o r  a f f i l ia te  o f
2 7  a p r in c ip a l sh a re h o ld e r o f  a  licen see ;
2 8  ( C )  an  a f f i l ia te  o f  a p rin c ip a l sh a reh o ld e r o f  a lic e n see ; o r

2 9  ( D )  b p e rson  c o n t ro lle d  b y  a p rin c ip a l sh a re h o ld e r o f  the lic e n see ;
3 0  ( 3 )  p ro v id in g  fin an c in g  ass istance to  a  bu siness that has o r  is exp ec ted  to  have
31  a sub stan tia l bu siness re la t io n sh ip  w ith  an o th e r bu siness that has a d ire c to r , o f f ic e r , o r  c o n tro llin g
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1 |ie rson  w ho  Is a ls o

2  (A )  i d ire c to r , o f f i c e r ,  o r  c o n tro llin g  p e rson  o f  t lie  lic e n see ; o r
3  f B )  U :  spouse  o f  n d ire c to r , o f f ic e r , o r  c o n t ro llin g  p e rson  o f  tire lic en see ;
4  (d )  p ro v id in g  fin an c in g  assistance to a bu siness i f  the bu s iness , o r  a  d ire c to r ,
5  o lf i c e r ,  o r  c o n t ro llin g  pe rson  o f  the  business c on tem po ran eou s ly  has len t o r  w i l l  le n d  m o n e y  to
6  an assoc ia te  o f  the lic en see ;

7  ( 5 )  p ro v id in g  fin an c in g  assistance fo r  tlte pu rchase  o f  p ro p e rty  o f  an a ssoc ia te  o r
8  p rin c ip a l sh a re h o ld e r o f  the lic e n see ;
9  ( 6 )  s e llin g  o r  o th e rw ise  t ran s fe rr in g  an asset o f  the lic e n see  to  an nssoc ln te  o r

10  p rin c ip a l s h a re h o ld e r o f  the lic en see .
11 (b )  In  th is sec tion , " re la t iv e "  m eans a pa ren t, c h i ld , s ib lin g , spouse , g randparen t,
12 g ran d ch ild , n ephew , n ie ce , aun t, o r  u n d e , o r  a re la t iv e  o f  tlte sam e d eg re e  t lu o u g h  m a rriag e .
13 A R T IC L E  4 .  M E R G E R S  A N D  A C Q U IS IT IO N S .
14 S e c . IO .I3 .4 IX ) . A C Q U IR IN G  C O N T R O L  O F  A  L IC E N S E E . A  p e rson  m a y  n o t acqu ire
15  c o n tro l o f  a  lic e n see  w ithou t the p r io r  a p p ro v a l o f  the departm ent.
16 S e c . 1 0 .1 3 .4 1 0 . A m i C A T lO N  T O  A C Q U IR E  C O N T R O L . ( a )  l i r e  depa rtm en t sh a ll
17 a p p ro ve  an a p p lic a t io n  to  acqu ire  c o n tro l o f  i  lic en see  under A S  1 0 .1 3 .4 0 0  I f  d ie depa rtrn en '
18 de te rm in es that
19 ( I )  lire ap p lican t and  the d ire c lo ts  nnd o f f ic e rs  o f  d ie  ap p lic a n t a rc  o f  g ood
2 0  chnrnc ter and sou nd  fin an c ia l s tand ing ;
21  ( 2 )  It is re a son ab le  to  b e lie v e  that the ap p lican t w i l l c o m p ly  w ith  th is ch ap te r, and
2 2  ( 3 )  the p lan s , i f  an y , o f  d ie ap p lica n t to  m ake  a m a jo r  ch ang e  In the business ,
2 3  c o rp o ra te  s tru c tu re , o r  m anagem en t o f  the lic en see  a re  no t de trim en ta l to  the s a fe ty  nnd soundness
2 4  o f  the lic en see .
2 5  (b )  I f ,  a fte r n o tice  nnd a h ea rin g , d ie  depa rtm en t de te rm in es tha t the c r ite r ia  f o r  a p p ro v a l
2 6  In ( a )  o f  O ils sec tion  have  no t been sa d s fic d , the d epa ru n en t s h a ll di n y  the a p p lic a tion .
2 7  S ec . 1 0 .1 3 .4 2 0 . D E 3 E R M IN A T IO N S . (a )  W h en  d ie  d ep a ru n en t Is re v iew in g  an
2 8  ap p lica tion  unde r A S  1 0 .1 3 .4 1 0 , the depa ru nen t m a y  d e te rm in e  that an
2 9  ( 1 )  ap p lica n t o r  a  d ire c to r o r  o f f ic e r  o f  an ap p lican t Is n o t o f  g o od  ch a rac te r I f  the
3 0  pe rson  has been  con v ic te d  o f  a c r im e  In v o lv in g  frau d  o r  d ish on e s ty , in c lu d in g  a c o n v ic d o n  based
3 1  on  a g u ilty  p le a  o r  p lea  o f  n o lo  con tend e re ;
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( 2 )  a p p lic a n t's  p lan  to  m a k e  a m a jo r  ch ange In the m anagem ent o f  a lic en see  is 
d e tr im en ta l to  the s a fe ty  and soundness o f  the lic e n see  i f  the p lan  p ro v id e s  fo r  a  pe rson  to 
b e com e  a d ire c to r o r  o f f i c e r  o f  the lic e n se e  and the p e rson  has been con v ic te d  o f  a c r im e  
In v o lv in g  frau d  o r  d is h on e s ty , In c lu d ing  a c on v ic t io n  based  o n  a g u ilty  p le a  o r  p lea  o f  n o lo  
con tend e re .

( b )  T h e  c on d it io n s  de sc rib ed  In ( o )  o f  O ils sec tion  a n : no t the o n ly  c on d it io n s  up on  w h ich  
the  d ep anm cn t m a y  d e te rm in e  that on ap p lica n t o r  a d ire c to r o r  an o f f i c e r  o f  an  ap p lican t is no t 
o f  g o od  ch a ra c te r o r  that on  ap p lica n t's  p la n  to  m ake  a m a jo r  chunge In  the m anagem en t o f  a 
lic e n see  is  d e tr im en ta l to  the s a fe ly  and soundness o f  the licen see .

S e c . 1 0 .1 3 .4 3 0 . M E R G E R . A  lic e n see  m a y  no t m e rge w ith  a n o th e r c o rp o ra t io n  un le ss  
the m e rg e r Is a p p ro v e d  b y  the depa rtm en t, an d . I f  the lic en see  is no t d ie su rv iv in g  c o rp o ra t io n , 
the su rv iv in g  c o rp o ra t io n  is n licen see .

S e e . 1 0 .1 3 .4 4 0 . P U R C H A S E . A  lic e n see  m a y  no t pu rchase a l l  o r  su b s ta n tia lly  a l l  o f  the 
bu s in ess o f  an o th e r p e rso n  un less  the pu rcha se  Is a p p ro v e d  b y  the depa rtm en t.

S e c . 1 0 .1 3 .4 5 0 . S A L E . A  licen see  m a y  no t s e ll a l l o r  su b s ta n tia lly  a l l  o f  the lic e n see 's  
bu s in ess o r  o f  the bu s iness o f  an o f f ic e  o f  the lic e n see  to  an o th e r pe rson  u n le ss  the p u rch a se r is 
a lic e n see  and the sa le  is a p p ro ve d  b y  the d ep anm cn t.

S ec . 1 0 .1 3 .4 6 0 . D E P A R T M E N T  A P P R O V A L . T h e  d ep anm en t m a y  no t a p p ro ve  a 
m e rg e r , pu rcha se , o r  s a le  u n d e r A S  1 0 .1 3 .4 3 0  • 1 0 .1 3 .4 5 0  un le ss  the d e p an m cn t d e te rm in es  that

( 1 )  the  m e rg e r , pu rchase , o r  s a le  v . i l l  b e  sa fe  and sou nd  w ith  resp ec t to  the 
a cq u irin g  lic en see ;

( 2 )  u p on  con sum m a tion  o f  the m e rg e r , p u rch a se , o r  sa le , it is re a son ab le  to  
b e lie v e  that the  a cq u ir in g  lic en see  w i l l c o m p ly  w ith  th is ch ap te r,

( 3 )  the m e rg e r , pu rchase , o r  s a le  w i l l n o t h a ve  a m a jo r  d e tr im en ta l e ffe c t on 
c om p e t it io n  in  the p ro v id in g  o f  f in an c ia l ass istance o r  m anagem en t assistance to  bu sinesses , o r , 
I f  th e re  w i l l  be a d e tr im en ta l e ffe c t , the m e rg e r , pu rcha se , o r  sa le  Is n ecessa ry  in the in te rests o f  
th e  s a fe ty  and sou ndn ess  o f  a pa rty  to  the m e rg e r , p u rch a se , o r  sa le , o r  is o th e rw is e , o n  ba lance , 
in  th e  p u b lic  in te rest.

A R T IC L E  5 . R E G U L A T IO N . R E P O R T IN G , A N D  E X A M IN A T IO N .
Sec . 1 0 .1 3 .1 7 0 . A D M IN IS T R A T IO N . T h e  d e p an m cn t s h a ll adm in is te r th is ch ap te r. Th e  

d epa rtm en t m a y  issue  o rd e rs  and m a y  adop t re g u la t io n s  tha t, in  the o p in io n  o f  the d epa rtm en t,
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Chapter 13J

1 ate n e cessa iy  lo  execu te , en fo rc e , and ach ieve  l lie  pu rposes o f  l l i i j  c h ap te r. A d o p t io n  o r
2 re g u la t io n s  under th is ch ap te r is sub jec t lo  A S  <1-1.62 (A dm in is tra t iv e  P ro c ed u re  A c t).
3  S ec . 1 0 .1 3 .4 8 0 . C O N D IT IO N S  O P  O R D E R  O R  L IC E N S E . W h en  the d epa rtm en t Issues
■1 an o rd e r  o r  lic e n se  under th is chap ter, the depa rtm en t m ay im p ose  c on d it io n s  that the depa rtm en t
5  de te rm in es are n ecessa ry  to  c a r ry  ou t the pu rpose s o f  th is ch ap te r,
6  S e c . IO .I3 .4V O . D E C L A R A T O R Y  R U L IN G S . T lte  depa rtm en t m ay  p io v ld e  lo  an
7  in te rested  p e is o n  a d e c la ra to ry  ru lin g  o n  a p ro v is io n  o f  th is ch ap te r.
8  S e c . 1 0 .1 3 .5 0 0 . J U D IC IA L  R E V IE W . A  fin a l o rd e r , d e c is ion , lic e n se , o r  o d ie r  o f f i c ia l
9  act o f  d ie  depa rtm en t un de r Utis ch ap te r is sub jec t to  Jud ic ia l re v iew  b y  the su p e rio r c o u rt u n de r

10 the a p p lic a b le  ru le s  o f  c o u r t
11 S e c . 1 0 .1 3 .5 1 0 . IN V E S T IG A T IO N S . T h e  depa rtm en t m a y  m ake  p u b lic  o r p riv a te
12 In v e s tig a tion s  in s id e  o r  ou ts id e  d ie state that d ie  depa ru nen t c on s id e rs  n ecessa ry  to  d e te rm in e
13  w hethe r to  a p p ro ve  an ap p lic a tion  fo r  a lic e n se , to  de te rm in e  w h ed ie r a p e rson  has v io la te d  o r
14 is ab ou t to  v io la te  th is ch ap te r , to  a id  In  d ie  en fo rc em en t o f  th is ch ap te r, o r  to  a id  in  Issu ing  an
15 o rd e r  o r  ad op tin g  a re g u la d on  under d l ls  ch ap te r,
16 S e c . 1 0 .1 3 .5 2 0 . IN V E S T IG A T IV E  P O W E R S . P o r  the p u rp o se s  o f  an in v e sd g a tion ,
17 e xam in a tion , o r  o th e r p ro ceed ing  un de r th is ch ap te r, d ie  depa rtm en t m a y  adm in is te r oa th s  and
18 a l l i rn ia l io n s , sub poena  w itnesses , c om pe l the attendance o f  w itnesses , la k e  ev id en ce , nnd req u ire
19 the p ro duc tion  o f  b o o k s , p ape rs , co rre sp on den ce , m em oranda , ag reem en ts , and o th e r d ocum en ts
2 0  o r  rec o rd s  d ia l the d ep anm cn t con s ide rs  re le v an t o r  m a te r ia l lo  the p ro ceed ing .
2 1  S ec . 1 0 .1 3 .5 3 0 . F A IL U R E  T O  C O M P L Y . I f  a p e rson  fa i ls  to  c om p ly  w ith  a sub poena
2 2  issued by  the depa rtm en t under tills  ch ap te r o r  lo  te s tify  w ith  resp ec t to  a m a tte r c o v e re d  by  th is
2 3  ch ap te r, the su p e r io r  c o u rt m ay issue an o rd e r  req u ir in g  d ie  a ttendance o f  the pe rson  nnd d ie
2 4  g iv ing  o f  te s tim on y  o r  p ro d u cd on  o f  ev iden ce .
2 5  S e c . 1 0 .1 3 .5 4 0 . S E R V IC E  O F  P R O C E S S . I f  d ie  d ep a ru n en t is a u d io r iz e d  to  m ake
2 6  s e iv ic e  o f  p ro cess in c on nec tion  w id i a n o n c r im in a l adm in is tra tive  p ro ceed in g  un de r Utis ch ap te r,
2 7  the d e pa rtm en t m ay  m ake  the se rv ice  b y  reg is te red  o r  c e td fie d  m a ll,

2 8  S e c . 1 0 .1 3 .5 5 0 . F E E S . A  p e rson  s h a ll p a y  the departm en t
2 9  ( I )  5 2 .5 0 0  fo r  f i l in g  an a p p lic a tio n  Tor a lic e n se ;
3 0  ( 2 )  5 1 ,2 5 0  f o r  F iling an a p p llc a d o n  fo r  ip p ro v a i to  acqu ire  c o n tro l o f  a  lic e n see :
3 1  ( 3 )  5 1 ,2 5 0  fo r  f i lin g  an n p p lic ad on  fo r  a p p ro v a l f o r  a  m e rg e r, pu rcha se , o r  sa le
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1 un d e r A S  1 0 . 1 3 . 4 3 0 -  1 0 .1 3 .4 6 0 ; i f  tw o  o r  m o re  a p p lic a tio n s  re la t in g  to  the sam e m e rg e r .
2  pu rchase , o r  sa le  a rc  fi le d , the fe e  f o r  f i l in g  cac lt ap p lic a tion  is the fig u re  re su ltin g  h o rn  d iv id in g
3  $ 1 ,2 3 0  b y  the n um be r o f  the ap p lica tion s ;
4  ( 4 )  $ 2 ,3 0 0  each  c a len d a r y e a r  at the tim e  es tab lish ed  b y  the d epa rtm en t, i f  the
5  p e rson  Is a lic e n see ;
6  ( 3 )  a  fe e  e s tab lish ed  b y  the d epanm cn t f o r  tlte e x am in a tio n  o f  a lic e n see  o r  a
7  su b s id ia ry  o f  a lic e n see ; the fe e  sh a ll be pa id  w ith in  3(1 d a ys  a fte r  re c e iv in g  a sta tem en t from  the
8  depa rtm en t; a  fe e  e s tab lish ed  u n de r th is pa rag rap h  m ust In c lud e
9  (A )  the p ro p o rt io n a te  p a n  o f  the sa la r ie s  and c o s t o f  em p lo y e e  b ene fits  o f

10  the e xam in e rs  w h ile  c on du c tin g  the e x am in a tion  and w h ile  p re p a rin g  the e x am in a tion
11 r e p o n ; and
12  ( 0 )  the tron sp on a tion  cos ts  and pe r d iem  cos ts o f  each  e x am in e r w h ile
1 3  aw ay  f r o m  the  e x am in e r 's  d u ty  station .
14  S e c . 1 0 .1 3 .5 6 0 . F E E  P A Y M E N T  A N D  R E F U N D S . A  fe e  f o r  f i l in g  an ap p lic a t ion  w ith
15  the d ep onm en t s h a ll b e  pa id  at the tim e  the ap p lica tion  is f i le d  w ith  the d e p anm cn t and is not
1 6  re fu ndab le .

1 7  S e c . 1 0 .1 3 .5 7 0 . R E C O R D  A N D  1 IE P O R T  R E Q U IR E M E N T S , ( a )  A  lic e n see  s h a ll m ake
1 8  and keep  b o o k s , accoun ts , an d  o th e r rec o rd s  In the fo rm  and m anne r, at the p la c e , and fo r  the
1 9  p e rio d  o f  t im e  d ia l the d ep anm cn t e stab lish es .
2 0  (b )  A  lice n see , a f f i l ia te  o f  a lic en see , and a su b s id ia ry  o f  a lic e n see  s h a ll f i le  w ith  the

21  d cp anm en t the rc p o n s  that the d epa ru n en t req u ire s . A  re p o n  m ust be in  the fo rm  and con ta in
2 2  the in fo rm a t io n  that the depa rtm en t req u ire s .
2 3  (c )  T lt e  d e p an m cn t m a y  req u ire  b y  o rd e r  that a lic e n see  in c lud e  on asset o n  the lic en see 's

2 4  b o o k s  and re c o rd s  at a v a lu a tio n  that rep resen ts the cu rren t v a lu e  o f  the asset.
2 5  (d )  N o t  la te r  than 9 0  days a fte r  the c lo s e  o f  the c a le n d a r y e a r , o r  a lo n g e r  p e riod  i f
2 6  e s tab lish ed  b y  the d epa rtm en t, a lic en see  sh a ll f i le  w ith  the d cp anm en t an  aud it re p o n  con ta in in g

2 7  ( I )  fin a n c ia l sta tem en ts , in c lu d ing  a b a lan c e  shee t, sta tem en t o f  in c om e o r  lo s s ,

2 8  sta tem en t o f  ch anges in  c ap ita l accoun ts , and sta tem en t o f  changes in  f in a n c ia l p o s it io n  fo r ,  o r
2 9  as o f  the en d  o f ,  the c a le n d a r y e a r , p repa red  w ith  an au d it b y  an ind ependen t c e r t i f ie d  pu b lic
3 0  accoun tan t In  a cc o rd ance  w ith  g e n e ra l ly  accepted acc oun dng  p rin c ip le s ;
3 1  ( 2 )  a re p o n , c c n ific a te , o r  o p in io n  o f  the ind ependen t c e r t i f ie d  p u b lic  accoun tan t
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1 \t lit * p c i lo im s  the ii iu li l, s ta lin g  d im  die fin a n c ia l sin ien ie iiis w ere p icp a ted  in  acco rdance  w illi

2 g c n c in lly  itccc |i|ed  n c cou iilin g  p rin c ip le s ; and
3  ( 3 '  n l lic r  In fo rm a t io n  llm l d ie  depa rtm en t m ay  icq u tic .
A S e e . I t l . l . ' . s m i .  R E C O R D S  A N D  R E P O R T S  K E P P  D Y  O T H E R S , ( a )  I f  a p e rson  o i lie r
5  lim n  n lic en see  m akes o r  keeps a l l o r  p a i l o f  d ie  b o ok s , accoun ts , o r  o i lie r  re c o rd s  o f  d ie  licen see ,
0  i ld s  ch ap te r ap p lie s  to d ie  pe rson  vviili respect lo  d ie  b o ok s , .recounts, nnd o i l i e r  re c o id s  lo  d ie
7 miiiic ex te rn  us i f  d ie  p e rson  w ere  die licen see .
K (b )  I f  n p e rson  o i lie r  Ilian  an a f f i l ia te  o r  sub s id ia ry  o f  a lic en see  m akes o r  keeps a l l  o r
7  p a i l o f  the b o o k s , ac c ou n ts , o r  o i lie r re c o id s  o f  d ie  n f f i l in le  o r  su b s id ia ry , th is ch ap te r a p p lie s  to

I I I  d ie  pe rson  w ith  ic sp e c l to  the bo ok s , accoun ts , and o i lie r  re c o rd s  to  d ie  sam e extent as i f  d ie
11 p e rson  w cte  the ii lf i lin te  o r  sub s id ia ry .
12 ( c )  I f  d ie  d c p iii li i ie n l c on s id e ts  it exp ed ien t, ( lie  depa rtm en t m a y  req u ite  a lic en see  lo
13 o b ta in  lire  a p p ro v a l o f  die depa rtm en t b e fo re  p e rm ittin g  an o th e r p e rson  lo  m a ke  o r  k e ep  a l l  o r

M  p a n  o f  lire Ix to k s , accoun ts , o r  o i lie r  re c o id s  o f  tlte licensee .
15 S e e . I t ) .1 3.5911. IN F O R M A T IO N  O N  E C O N O M IC  D E V E L O P M E O T  E P T E C r .  Each
10 y e a r the depa rtm en t sh a ll p u b lish  and p ro v id e  lo  tlte leg is la tu re  in fo rm a t io n  on  ( lie  e ffe c t o f  this
17 ch ap te r n il p rom o tin g  e c o n om ic  d e v e lo p m en t in  the state. 'H ie in h u m a tio n  m ust In c lud e
IH tigg icgu lc  sta tis tics o n
17 ( I )  lire num be r and d u lln r  am oun t o f  the fin anc ing  ass istance m nde b y  lic en see s
21) to lui.diie.xxes'. d ie  am oun ts sh a ll be o rg an ized  In to  b io ad  c a teg o rie s  based  o n  the typ es o f  ind ustry
21 in v o lv e d ; the s tanda rd  Industria l c la s s ific a t io n  m anua l m ay be used  fo r  the c a teg o rie s ;
22  ( 2 )  the num be r and d o l la r  am oun t o f  d ie  fin an c in g  assistance m ade  by licensees
2 J  tu m in o rity -ow n ed  businesses and lo  bu sinesses ow ned  b y  w om en ; and
23  f 3 )  e s tim ates o f  the num be r o f  jo b s  created o r  rem itted .
25  Sec . 1 0 .1 3 .0 0 0 . E X A M IN A T IO N  O F  L IC E N S E E S  A N D  S U B S ID IA R IE S ,  ( a )  T h e
2 6  depa rtm en t m a y  at any lim e  exam in e  n lic e n see  o r  a sub s id ia ry  o f  a lic en see . L ic e n su re  under
27 th is ch ap te r con stitu te s  Im p lie d  consen t to  e x am in a tion  by  d ie  depa rtm en t.
2H lb )  T h e  depa rtm en t sh a ll ex am in e  n lic en see  at least on ce  du rin g  ench c a le n d a r ye a r .
2 7  (c )  A t the d e p tu tm en l's  request the fo llo w in g  pe tson s s h a ll p ro v id e  to  the depa rtm en t the
3 0  b o o k s , nccoun ts , and re c o id s  o f  a licensee o r  a lic e n se e ’ s sub s id ia ry  nnd s h a ll o th e rw ise  fa c ilita te
31 the d e p a rtm en t's  ex am in a tion  o f  d ie  licen see  to  the fu l le s t  ex ten t p o ss ib le ;

dinptcr 133

CSSSIIII S.KillTN) am S



1 ( l ) u  d ire c to r , o f f i c e r ,  o r  em p lo y e e  o f  a lic en see  Ucing e x am in ed  l>y die
2 departm en t;

3  ( 2 )  u d ire c to r , o f f i c e r ,  o r  e m p lo y e e  o f  a su b s id ia ry  o f  u lic en see  be ing  exam in ed
4  b y  the depa rtm en t;

5  ( 3 )  a  p e rson  h av ing  cu s tod y  o f  the b o o k s , accoun ts , o r  re c o rd s  o f  u lic e n se e  Iscing
6  exam in ed  b y  the depa rtm en t;
7  ( 4 )  a  pe rson  h av ing  cu s tod y  o f  the b o o k s , u ccoum s, o r  re c o rd s  o f  u su b s id ia ry  o f
H it licen see  lie ittg  e xam in ed  b y  the depa rtm en t.
!) (d )  T h e  d ep an m en i m ay re ta in  a c c n if ic d  p u b lic  accoun tan t, a tto rn e y , up p ru ise r, o r  o th e r

10 p e rson  to  ass ist the departm en t in  the exam in a tion  o f  a lic e n see  o r  a su b s id ia ry  o f  a lic e n se e  i f
11 the d ep anm en i de te rm in es that the ass istance is necessa ry . W ith in  10  d a y s  a fte r  re c e ip t o f  a
12 statem ent f r o m  the depa rtm en t, the lic en see  be ing e xam in ed  sh a ll p a y  the fee s o f  a  pe rson
13 re ta ined  by  the  depa rtm en t un de r th is subsec tion .
14 A R T IC L E  6 . P R O H IB IT E D  A C T IV IT IE S .
15 Sec . 1 0 .1 3 .6 1 0 . M IS R E P R E S E N T A T IO N , (a )  E xcep t as o th e rw is e  p ro v id e d  in
16 A S  1 0 .1 3 .1 2 0 . n pe rson  tran sud ing  business in  the s la te  w h o  is no t a lic en see  m a y  no t k n ow in g ly
17 use u nam e n r  t it le  that ind icates that the pe rson  is  a B ID C O  o r  o th e rw is e  rep resen t that the
IH p e rson  is u B ID C O  o r  u licensee .
lb  ( I t )  A  lic e n see  m ay  not k n ow in g ly  m is rep resen t the m ean ing  o r  e ffe c t o r  its lic e n .
2 0  Sec . 1 0 .1 3 .6 2 0 . IN S P E C T IO N  O R  C O P Y IN G  R E R I S A I . .  A pe rson  h a v in g  c u s to d y  o f
21 a l l  o r  part o f  the b o o k s , accoun ts , o r  o th e r  re c o rd s  o f  a lic e n see  m ay  no t k n o w in g ly  re fu s e  to

2 2  a l lo w  the d epa rtm en t, up on  request, to  in spect o r  m ake  cop ie s  o f  the re c o rd s .
2 3  S ec . 1 0 .1 3 .6 3 0 . F IN A N C IN G  A S S IS T A N C E  T O  A S S O C IA T E S  O P  L IC E N S E E . A
24  licen see  m ay no t d ire c t ly  o r  in d ire c t ly  p ro v id e  fin an c in g  assistance to  an a ssoc ia te  o f  the lic en see .
25 Sec . 1 0 .1 3 .6 4 0 . F IN A N C IN G  A S S IS T A N C E  T O  D IS C H A R G E  O B L IG A T IO N  T O
2 6  A S S O C IA T E  O F  L IC E N S E E . A  lic en see  m ay  no t d ire c t ly  o r  in d ire c t ly  p ro v id e  F inancing
27  ass istance lo  d is ch a rg e , o r  lo  fre e  m o n e y  f o r  use in d is ch a rg ing , p a n  o r  a l l o f  an o b lig a t io n  to
21) nn assoc ia te o f  the  lic e n see . T h is  sec tion  d oes no t a p p ly  to  u tran sac tion  o f  an a ssoc ia te  o f  a
2b  lic en see  in the n o rm a ! c ou rse  o f  the a sso c ia te 's  bu siness In v o lv in g  a lin e  o f  c red it o r  fin an c in g
3 0  ass istance w ith  a te rm  o f  n o t m o re  tliun f iv e  yea rs .

31 S ec . 1 0 .1 3 .6 5 0 . C O N T E M P O R A N E O U S  F IN A N C IN G  A S S IS T A N C E , (a )  I f  the  te rm s
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1 o n  l i k  li n licensee p io v id c s  fin an c in g  assistance to  a bu siness a te le s s  fa v o ra b le  lo  the lic en see

2 than the te rm s on  w h ich  an a ssoc ia te  o f  the licensee  p io v id c s  fin an c in g  assistance to  the business ,
3  the lic en see  tuny no t d ite c t ly  o r  In d i ie d ly  p ro v id e  the ass istance to  tire bu siness w ith in  on e  y ea r
■I h c lo ie  o r  n ite r the a sso c ia te  p io v id c s  assistance.
5  ( l i )  II llie  lin u n c in g  ass istance p ro v id ed  h y  the lic e n see 's  a ssoc ia te  Is o f  n d if fe re n t k in d
ft f r o m  the fitin iie iug a ss istance p ro v id e d  by  the licen see , the bu tden  is o n  the lic en see  to  p ro v e  that
7 the Ic o n s  o n  w h ich  the licen see  p ro v id ed  tlte f in an c in g  ass istance w e re  nt lea st as fa v o ra b le  lo
H d ie lic en see  as d ie  Ic in ts  o n  w liic li the assoc ia ie  p ro v id e d  the ass istance .
9  H i  l i t is  sec tion  d o c s  no t ap p ly

I I I  ( I )  i f  the a ssoc ia te  is n c o n tro llin g  p e rson  o f  d ie  lic e n see  nnd Is  a ls o  llte  o n ly
11 s lia ic lm ld c r  o f  d ie  lic e n se e :
12 ( 2 )  i f  d ie  assoc ia te  is n sub s id ia ry  o f  the lic en see ;
13 ( 3 )  to  a tran sac tion  o f  an assoc ia te  o f  n lic en see  in the n o rm a l c ou rse  o f  llte
U  as so c ia te 's  bu siness in v o lv in g  e ith e r a lin e  o f  c red it o r  fin an c in g  ass istance w ith  a te rm  o f  no t
15 u iu ic  lim n  liv e  y ea rs .

16 S e c . IO .IJ .M iO . C O M P E N S A T IO N  O P  A S S O C IA T E , (n )  A n  assoc ia te  o f  a  licen see
17 m ay  no t d h c c lly  o r  in d ire c t ly  rec e ive  f ro m  a p e rson  to  w h om  the  lic en see  p ro v id e s  fin an c in g
18 assistance
IV  ( I )  c om pen sa tio n  in con nec tion  w ith  the p ro v id in g  o f  the lin an c in g  ass istance ; o r
2 0  ( 2 )  (H irer th ings o f  v a lu e  f o r  p ro cu rin g , In f lu e n c in g , o r  a ttem pting to  p ro cu re  o r
21 in lli ic n c c  the lic e n se e 's  a c t ion  w ith  respect to  p ro v id in g  d ie fin an c in g  ass ls lan ce .

22  ( l i )  Ib is  sec tion  d o c s  no t a p p ly  lo  the rece ip t o f  fe e s  by  an a sso c ia te  o f  a lic e n see  fo r
2 3  b on a  fid e  se rv ices p e r fo rm e d  by tlte a ssoc ia te  I f
2-1 f l )  the  a ssoc ia te , w ith  the con sen t and kn ow le d g e  o f  llte  p e tson  lo  w lio in  the
2 5  lin u n c in g  assistance is p to v ld c d , Is  des igna ted  by  the lic en see  lo  p e r fo rm  the se rv ices ;
2 6  ( 2 )  the se rv ic e s  are ap p rop ria te  and n ecessa ry  u n de r d ie  c ircum stan ce s ;
27  ( 3 )  the fee s f o r  the se rv ic e s  a re  ap p roved  as re a son ab le  b y  tlte  lic e n see ; tuitl
2 8  (• ! ) the fee s  fo r  tlte se rv ices m e c o lle c te d  by  the lic e n se e , and the lic en see  pays
2V the a ssoc ia te ,

S e e . 1 0 .1 3 .6 7 0 . E X E M P T IO N S , ( a )  I f  (h e  d e p an m en i fin d s  tha t lire  e x em p tion  Is  In the
31 p u b lic  iu le ie s t  m id that the re g u la t io n  o f  the p e rson  o r  tran sac tion  is n o t necessa ry  fo r  the

Chapter I3J
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2 1 0 .1 3 .6 6 1 ) l o r  the pu rposes o f  a p a rt icu la r tran sac tion .

3  <l>) T h e  e xem p tion  m ay  be un con d itio n a l o r  upon  sp e c ifie d  te rm s and c on d it io n s  and fo r
■I sp e c ifie d  p e riod s .
5  A R T IC L E  7 . E N F O R C E M E N T .
6  S e c . 1 0 .1 3 .7 0 0 . IN J U N C T IO N  A N D  E N F O R C E D  C O M I ' I . IA N C E . I f .  In  the o p in io n
7  o f  d ie  d c p an m en t. n p e rson  has v io la te d  th is ch ap te r, o r  i f  the re Is rcu sonub lc  cau se to  be lie v e
8  tlu tl u p e rson  is abou t lo  v io la te  t i lls  ch ap te r, the depa runen t n tay  b rin g  an a c tion  in s u p e rio r cou rt
9  to  e n jo in  the v io la t io n  o r  to  e n fo rc e  c om p lia n c e  w ith  th is ch ap te r. U p o n  a p ro p e r sh ow in g , a

j I I )  re s tra in in g  o rd e r , p re lim in a ry  o r  pe rm anen t in ju n c tion , o r  w rit o f  m andam us sha ll be g ran ted , and
11 u re c e iv e r  o r  a c o n s e rv a to r  m uy be appo in ted  fo r  the de fendan t o r  the d e fen d an t's  assets.
12 S e c . 1 0 .1 3 .7 1 0 . C E A S E  A N D  D E S IS T  O R D E R S  F O R  U N L IC E N S E D  P E R S O N S . I f
13 the d epa rtm en t fin d s  that a p e rson  has v io la te d  o r  tha t the re  is re a son ab le  cause to b e lie v e  that
1*1 the p e rson  Is ab ou t to  v io la te  A S  1 0 .1 3 .1 2 0 (b )  o r  1 0 .1 3 .6 1 0 (a ) ,  the depa rtm en t m a y  o rd e r the

15 pe rson  to  cease and  desist f ro m  the v io la t io n  u n le ss  and un til the pe rson  is issued a lic en se  under
16 th is ch ap te r,
17 S e c . 1 0 .1 3 .7 2 0 . C E A S E  A N D  D E S IS T  O R D E R S  F O R  V IO L A T IO N S  U Y  L IC E N S E E S .

' 18 A fte r  n o tic e  and a h ea rin g , i f  the depanm cn t t le icn n in c s  that a licen see  o r  a sub ject pe rson  o f  a
, 19 lic en see  has v io lu it d o r  is v io la t in g , o r  that the re is re a son ab le  cau se lo  b e lie v e  that the licensee

2t) o r  sub jec t p e rson  is abou t lo  v io la te  th is chap ter, the depa rtm en t m a y  o rd e r  the lic e n see  o r  sub ject

2 1 p e rson  to  cense and desist f r o m  the ac tion . T lte  o rd e r  m ay  req u ire  the licen see  o r  sub jec t person

2 2  lo  la k e  a f f i rm a t iv e  action  to  c o r re c t a c on d itio n  re su ltin g  f r o m  the ac tion .

2 3  S e e . 1 0 .1 3 .7 3 0 . C E A S E  A N D  D E S IS T  O R D E R S  F O R  U N S A F E  A N D  U N S O U N D
J 2 4  A C T S . A fte r  n o tic e  and a h ea rin g , i f  the depanm cn t d e ten n in e s  that a lic en see  o r  sub jec t person

2 5  o f  a lic e n se e  has engaged  in  o r  that there is a re a son ab le  cau se  to  b e lie v e  that the lic en see  o r
26  sub jec t p e rson  is about to  engage  in an un sa fe  o r  un sound  act w ith  respect to  the business o f  the
2 7  lic e n see , the depanm en i m a y  o rd e r  the licen see  o r  sub jec t p e rson  to  cease  and desist from  the
28  ac t ion . T h e  o rd e r  m a y  req u ire  m e  licen see  o r  sub jec t pe rson  to  take  a ff i rm a t iv e  ac tion  to  c on c c t
2 9  u c on d it io n  re su lt in g  f ro m  the ac tion .

i 3 0  S e c . 1 0 .1 3 .7 4 0 . O T H E R  C E A S E  A N D  D E S IS T  O R D E R S  I f  the depa rtm en t de te rm in es
31 that a fa c to r  set ou t In A S  1 0 .1 3 .7 2 0  -  1 0 .1 3 .7 3 0  is  tru e  w ith  respect to  a licen see  o r  sub ject
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1 p e rson  o r  n licensee  n o il lliU I l l ie  ac tion  o r  v io la l lu n  Is l ik e ly  to  cau se  the In s o lv e n c y  o r
2  sub.xliin littl U iss ip n lion  o f  llie  u ssc ls  o r  ea rn ing s o f  (lie  lic e n see , is  l ik e ly  to  s e r io u s ly  w eaken  the
J  c o n d it io n  o f  the lic e n see , o r  is l ik e ly  lo  o th e rw ise  s e r io u s ly  p re ju d ic e  the In te rests o f  (h e  lic e n see
d h c lu ie  the c om p le t io n  o f  p ro ceed ing s conducted  under A S  1 0 .1 3 .7 2 0  -  1 0 .1 3 .7 3 0 , the depa rtm en t
5  m a y  o rd e r the licensee  n r  sub jec t p e rson  lo  cense nnd des is t f r o m  the ac t ion  o r  v io la t io n . T lte
6  tm lc i rim y tc ip iitc  the lic en see  n r sub jec t pe rson  lo  la k e  n ff irm n t lv e  ac tion  lo  c o r re c t a c o n d it io n
7 in su ltin g  f r o m  the ac tion  o r  v io la t io n .
H Sec . 1 0 .1 3 .7 5 0 . R E M O V A L  A N D  S U S P E N S IO N  O R D E R S  IN  C A S U S  O P  V IO L A T IO N
V O R  0 R E A C I I  O I : D U T Y ,  (n ) 'th e  depa rtm en t m ay  issu e  an o rd e r rem o v in g  a sub jec t p e rson

10 o f  n licen see  f r o m  o lf i c e  w ith the lic en see  and p ro h ib it in g  the sub jec t p e tson  f r o m  fu n lte r
11 pa rtic ip a tin g  in  any m anne r in the con du c t o f  the bu s iness o f  the lic e n see  I f  the depa rtm en t
12 d e te rm in es  u ftc r n o tice  nnd a h ea ring  that
13 ( I f  the pe rson  has v io la te d  this ch ap te r o r  an o th e r a p p lic a b le  law , has engaged
Id  in tin un sa fe  o r  un sound  act w ith  respect to  the business o f  the lic en see , o r  has engaged  Ih  an  act
15 that con stitu te s  a b 'cac lt o r  the p e rso n 's  f id u c ia ry  d u ly ;
16 ( 2 )  the a d ,  v io la t io n , o r  b reach o f  f id u c ia ry  d u ty  has cau sed  o r  is l ik e ly  lo  cau se
17 sub stan tia l f in an c ia l lo s s  o r  o th e r d am ag e  lo  the lic en see , hos s e r io u s ly  p re ju d ic ed  o r  Is l i k e ly  lo
IH se rio u s ly  p re ju d ic e  the inte rest o f  the lic e n see , o r  the pe rson  has rec e ived  fin a n c ia l ga in  b y  rea son
IV  o f  the u c l, v io la t io n , o r  b reach  o f  f id u c ia ry  du ty ; and
2 0  ( 3 )  the n d , v io la t io n , o r  b leach  o f  fid u c ia ry  du ty  In v o lv e s  d ish one s ty  o n  the pa rt
21 o f  the p e rson , d em on s tra te s  the p e rs o n 's  g ro ss  neg lig en ce  w ith  respect lo  the bu s iness o f  the
22  lic en see , o r  d em on stra te s  the p e rso n ’ s w i lfu l d is reg a rd  fo r  the s a fe ly  and sou ndn ess o f  the
2 3  licensee .
2d (b )  th e  depa rtm en t m ay  issue an o rd e r rem ov in g  n sub jec t p e rson  o f  the lic e n see  f ro m
25  o lf ic e  w ith the lic en see  and p ro h ib it in g  the sub jec t p e tson  f ro m  fu r th e r  pa rtic ip a tin g  In any
2 6  m anne r in the conduct o f  the business o f  the licen see , excep t w ith  the p r io r  c on sen t o f  the
2 7  departm en t i f .  a lte r  n o tice  and a h e a rin g , the d epa rtm en t d e te rm in es  that, b y  en gag ing  o r
2 8  pa rtic ip a ting  in an a d  w ith  respect to  a fin a n c ia l o r  o th e r bu siness In s titu tion  tha t re su lted  In
2 9  sub stan tia l f in an c ia l lo s s  o r  o th e r d am ag e , the sub jec t p e rson  o f  a lic e n see  d em on s tra ted
3 0  ( I )  d ish on e sty  o r  a  w i l fu l o r  c on tin u ing  d is reg a rd  fo r  the s a fe ly  and soundness
51  o f  the fin a n c ia l o r  o th e r bu siness In s titu tion ; and
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C lin ju c r  I J J
1 ( 2 )  u i i ll ln e s s  to  con tinu e as n sub jec t pe tson  o f  tlte licensee o r  lo  pa rtic ipa te in
2  c on du c tin g  die bu siness o f  l l i e  licensee .

.1 1C) "I lie  depa rtm en t m ay  im m ed ia te ly  Issue nil o rd e r suspend ing n sub jec t pe rson  o f  a
4  lic en see  f ro m  llte  p e rso n ’ s o f f ic e , i f  nn y . w ith tlte licen see  and p ro h ib it in g  d ie  sub jec t person
5  f r o m  fu tt ltc r pa rtic ipa ting  in nn y m anne r in l lie  conduct o f  d ie  business o f  d ie  licen see  except
0  w ith  d ie  con sen t o f  d ie  depa rtm en t, i f  l l ie  d epa runen t de te rm ines d ia l
7  ( I ) d ie  fa c to rs  in (a )  o r  (b )  o f  th is sec tion a re  true w ith respect lo  l l ie  p e rson ; and
H ( 2 )  tin Im m ed ia te  o rd e r is necessa ry to  p ro tec t the in tc icsts o f  d ie  lic en see  o r die
9  pu b lic .

10  (d )  In  tins sec tion , " o f f ic e "  m eans, w hen used w ith  respect to n lic e n see , lire p o s ition  o f
11 d ire c to r , o f f ic e r , o r  em p lo y e e  o f  the lic en see  o r  o f  a sub s id ia ry  o f  die licen see .

12 S e e . IO .I3 .7 W ). R E M O V A L  A N D  S U S P E N S IO N  O R D E R S  IN  C A S E S  O F
13 IN D IC T M E N T  O R  C O N V IC I ' IO N . (n ) I f  l l ie  d cpa itm cn l de te rm in es that a sub jec t pe rson  o f
M  n licen see  lia s  been Ind ic ted  by a g rand ju r y  o r  lia s  been bound  o v e r  fo r  (r ia l b y  a cou rt fo r  a
15 c rim e  in v o lv in g  d ish one sty  o r  b reach  o f  trust, and that d ie c on tin u a tion  o f  the p e tson  as n sub ject
1(1 p e rson  o f  llte  licen see  m a y  th reaten llie  In te rests o f  die licen see  o r  m ay  threaten to  Im p a ir pub lic
17 c on fid e n c e  in d ie lic e n see , d ie  d ep a itm en t m ay  Issue an o rd e r suspend ing d ie  pe tson  from  the
IK  p e rso n 's  o f f i c e , i f  tiny , w ith the licen see  nnd p roh ib it ing  the pe rson  from  fu rth e r pa rtic ip a ting  in
19  nn y m ann e r in d ie conduct o f  the business o f  d ie licensee  un til the p e rson 's  ch a rge  lias been
2 0  d is p rs e d  o f .
21 (b )  I f  d ie depa rtm en t d e te rm in es  that a sub ject pe rson  o r  fo rm e r sub jec t pe rson  o f  a
2 2  lic en see  lo  w h om  an o rd e r w as issued  un de r (a )  o f  th is sec tion , o r  an o the r sub jec t pe rson  o f  a
2 3  lic e n se e , has been c on v ic ted  o f  a c r im e  in v o lv in g  d ish one sty  o r  breach o f  tru s t, and that die
2 4  c om b in a tio n  o r  re sum p tion  o f  d ie  pe rson  as a sub ject p e rson  o f  l lie  licensee  m a y  th reaten the
2 5  in te rests o f  the lic en see , the departm en t m ay  Issue on o rd e r suspend ing  o r rem ov in g  die pe rson
2 0  f r o m  d ie  p e rson 's  o f f i c e , i f  nn y , w itli the licensee  nnd p roh ib it in g  d ie p e tson  f r o m  fu rth e r
2 7  pa rtic ip a tin g  in  an y m anne r In  the conduct o f  the business o f  d ie  lic en see , excep t w ith  d ie p rio r
2H con sen t o f  llte  depa rtm en t.
2 9  • ( c )  T ire  fn i lu tc  to  c on v ic t a  sub jec t pe rson  w h o  is ch a rged  w ith a c r im e  in v o lv in g
3 0  d ish one s ty  o r  b reach o f  trust d oes no t p reven t l lie  departm en t f ro m  Issu ing an o rd e r lo  the pe rson
31  un d e r an o th e r p ro v is io n  o f  th is d io p te r .
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1 ( i l l  In  iliis  s e c iio n , "oince** lia s  d ie  n tean ing  g iven  in  A S  IO .I3 .7 S O .

2 S ee . 1 0 .13 .7 7 0 . H E A R IN G S  O N  O R D E R S , (a )  W ith in  3 0  d a ys  a f t e r  an o rd e r  is  Issu ed
3 unde r A S  1 0 .1 3 .7 1 0 , 1 0 .1 3 .7 4 0 , 1 0 .1 3 .7 5 0 (c ) ,  o r  1 0 .1 3 .7 6 0 , ih e  lic en see  o r  sub jec t p e rson  o f  a
I licen see  in  w hom  the o rd e r is d irec ted  m ay f i le  w ith  llie  depa rtm en t on ap p lic a tion  f o r  a  l i v i n g
5  on  d ie o rd e r.
(i l i t )  I f  d ie d ep anm en i fu lls  to  beg in  a hea ring  w li li ln  15 business d a ys  a fte r  d ie  ap p lic a tion
7 is f i le d  o r  w id iin  a lo n g e r pe riod  lo  w h ich  d ie licensee  o r  sub jec t p e rson  con sen ts , d ie  o rd e r  sh a ll
H be con s id e red  resc inded .
7  tc )  A lte r  the h ea rin g , d ie  dcp in tm en t sh a ll a f f i rm , m o d i fy , o r  re sc ind  ih e  o rd e r .

I l l  Id )  A pe rson  lo  w h om  an o rd e r  Is issued  unde r lli is  sec tion  m a y  a p p ly  to  d ie  d e p an m en i
11 in  m o d ify  o r  resc ind  d ie o rd e r . T h e  depa rtm en t m ay  n o l m o d i fy  o r  re sc ind  Ih e  o rd e r  u n le ss  (h e
12 d ep anm en i d e le n n in c s  that ii is in ihe p u b lic  im e res i lo  d o  so  and that It Is re a son ab le  lo  b e lie v e
15 d ia l the p e rson  w ill c om p ly  w ith  l l i l s  chup ic r.
I I (c )  T h e  r ig lu  o f  a licensee  o r  sub jec t pe rson  lo  w h om  an o rd e r  is Issu ed  un d e r
IS  A S  10 .1 3 .7 1 (1 , 10 1 3 .7 4 0 , 1 0 .1 3 .7 5 0 (c ) , o r  1 0 .1 3 .7 6 0  to  an in te r lo c u to ry  re v iew  o f  the o rd e r is
lf> no t a ffe c te d  by  die fa i lu re  o f  d ie  licen see  o r  sub jec t pe rson  lo  a p p ly  lo  the d e p a n m en i f o r  a
17 h e a rin g  on  d ie  o rd e r issued u n de r th is  sec tion .

IH See . IO .I3 .7K O . D IS C L O S U R E  T O  S H A R E H O L D E R S . I f  the d cp anm en t d e te rm in es
17 d ia l d ie  re su lts  o f  a departm en t com m un ic a tion  o r  o rd e r odd rcssed  to  l l ie  lic en see  o r  to  a sub jec i
211 p e rson  o f  d ie  licen see  sh ou ld  be d is c lo se d  to  d ie  lic e n see 's  s h a re h o ld e rs , the d epa rtm en t m ay
2 1 rc ig iitc  d ie licensee  lo  m ake the d is c lo su re  in  the fo rm  and m an n e r d c ien itin ed  b y  the d cpanm en t.

2 2  Sec . 1 0 ,1 3 .7 9 0 . M E E T IN G S  O F  D IR E C T O R S  A N D  S H A R E H O L D E R S  C A L L E D  D Y
23  D E P A R T M E N T , (a )  I f  the depanm cn t c on s id e rs  it e xp ed ien t , the d ep anm en i m a y  c a l l a
24  m eeting  o f  the boa rd  c f  d ire c to rs  o r  o f  d ie  sh a reh o ld e rs  o f  a lic e n see .

25  lb )  T h e  d epanm en i sh a ll send n o d fic a llo n  o f  the lim e , p la c e , and pu rpose  o f  d ie  m eeting
26  no t less than Five d ays b e fo re  d ie  m eeting to each  d ire c to r , i f  o d ire c to rs ' m ee tin g , o r  lo  each
27 sh a reh o ld e r, i f  a  sh a reh o ld e rs ' m ec iin g , e ith e r b y  p e rson a l s e rv ic e  o r  by  reg is te red  o r  c e n if ic d
2H m a i l scut to  the p e rso n 's  last k n ow n  add ress as sh ow n  in the re c o rd s  o f  d ie d e p an m en i.
27  (e )  T h e  licensee  sh a ll pay Ih e  n o tice  end m ee ting  exp enses f o r  a m eeting  o f  sh a re h o ld e rs
511 c a l le d  under (a )  o f  th is sec iion .

31 S ec . 1 0 .13 .H 00. O R D E R S  R E S T R IC T IN G  A D D IT IO N A L  F IN A N C IN G  A S S IS T A N C E .
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C lin  |itc i' 133
(a )  ' l l i e  d c p n t lm c ii l m a y  Issue an o ld e r  d iie c tin g  a licensee  to re fra in  f ro m  p ro v id in g  add ition a l 

f in an c in g  ass istance lo  businesses i f , in  l lie  o p in io n  o f  the depa rtm en t, l l ie  o rd e r is necessa ry to  
p ro tec t l lie  in te res ts  o f  the licensee  o r  the p u b lic , and i f ,  a fte r n o tice  and n hearing , the 
departm en t d e te rm in es  that

( 1 )  the lic en see  o r  a c o n tro llin g  pe rson , sub s id ia ry , o r  a f f i l ia te  o f  the lic en see  has 
v io la te d  th is ch ap te r o r  an o th e r ap p licab le  law ;

( 2 )  d ie  lic en see  is conducting  th e  lic en see 's  business in an  unsa fe  and unsound
m anne r;

( 3 )  the lic en see  is in a c o n d it io n  that m akes it u n sa fe  o r  un sound  fo r  the licensee 
to  transact bu siness ;

(d )  l l ie  lic en see  hits censed to  transact business as a D ID C O ;
( 5 )  the lic en see  is in so lven t;

( 0 )  the lic en see  h a ; suspended paym ent o f  the lic e n see 's  o b lig a t io n s , has m ade 
an a ss ignm ent fo r  the bene fit o f  the lic e n see ’ s c re d ito rs , o r  has adm itted  in w riting  the licen see 's  
in a b ility  lo  p a y  Ih e  lic e n se e ’ s deb ts as the debts becom e due;

( 7 )  lite  licen see  has ap p lied  fo r  an ad jud ica tion  o f  b a n k ru p tcy , le o rg au iza iiu n , 
a rrangem en t, o r  o i li e r  t e l le r  u n de r a b ank ru p tcy , re o rg an iza tion , in s o lv e n c y , o r  m o ra to rium  law , 
nn In v o lu n ta ry  p e tition  In  ban k ru p tcy  ag a in st llte  pe tson  lias not been d ism isse d  in 91) d a y s , o r  
a p e rson  bus a p p lie d  Tor the r e li e f  un de r the law  against a  licensee and llte  t c l i c f  has been g ranted 
o r  the licen see  lia s  by  un a in n n a t iv e  act ap p ro ved  o f  o r  con sen ted  lo  the a c t io n ; o r

IR ) a fac t o r  con d itio n  ex is ts  that w ou ld  have  been g to und s  fo r  d eny ing  the 
licen see  u lic e n se  i f  d ie  fac t o r  con d itio n  bad ex is ted  when Ihe licen see  a p p lie d  fo r  the licen se .

(b )  I f  the depa rtm en t d e te rm in es that a fa c to r  in  (a )  o f  th is sec tion  is Hue w ith  tcspcc l 
lo  a  lic en see  and tha t it is necessn ry fo r  the p ro tec tion  o f  the in te rests o f  the licensee  o r the 
pu b lic  d ia l d ie  depa rtm en t Im m ed ia te ly  p re ven t tlte licensee  from  p ro v id in g  ad d it io n a l fin an c in g  
ass istance to  bu s inesses , the depa rtm en t m a y  issue  the O lde r w ithou t a hea ting .

(c )  I f  tire depa rtm en t con sen ts , a lic en see  that lia s  been llte  sub jec t o f  ait o rd e r under (a ) 
o r  (b )  o f  th is sec tion  m a y  re sum e p ro v id in g  fin an c in g  assistance lo  bu sinesses under the 
c on d it io n s  that tlte depa rtm en t p re scribes .

(d )  A p e rson  to  w lt o n  nn o rd e r is Issued  under (a )  o r  (b )  o f  th is sec tion  m ay ap p ly  to 
the depa rtm en t to  m o d ify  o r  tcsc ind  the o rd e r . T h e  departm en t m a y  not g ian t the ap p lica tion
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I u n less  I In' departm en t de te rm in es ilia t li is in the in te rest o f  tlte p u b lic  to  d o  s o  nnd tlm t it is
3 rea son ab le  to  b e lie v e  iliat the p e rson  w i ll c om p ly  w ith  t i lls  chup le r.

3 Sec . 1 0 .1 3  K IO . T A K IN G  P O S S E S S IO N  O F  L IC E N S E E , (a )  I f  th e  d c p anm en t fin d s
3 tli.it n fa c to r in A S  1 0 .13.KOO is tru e  w ith respect to  a licen see  and that it Is n e cessa ry  fo r  tlte
S p ro tec tion  o f  the inte rests o f  the licen see  o r  o f  the p u b lic , the depo rtm en t m a y  la k e  im m ed ia te
fi p o ssess ion  o f  the p rop e rty  and business o f  the lic en see  and appo in t a c o n s e rv a to r f o r  ihe licensee .
7 ib )  l l i e  r lep tm m ent m a y  appoin t as c on se rv a to r one o f  the em p lo y e e s  o f  the d iv is io n  o f
H b ank in g , secu rities , and c o rp o ra t io n s  o f  the departm en t o r  an o the r com pe ten t and d is in te re sted
') p e rson  Th e  d iv is io n  sha ll lie  re im bu rsed  ou t o f  the assets o f  the c o n se rv a to rsh ip  f o r  u ll m oney

I I I  exp end ed  by the d iv is io n  in con nec tion  w ith the con se rv a to rsh ip . U p on  the a p p ro v a l o f  the
I I  d e p an m en i, d ie  expenses o f  the con se rva to rsh ip  pa id  f o r  b y  tlte d iv is io n  sh a ll be pa id  ou t o f  the
13 assets o f  l lie  licensee . Paym ent o f  d ie  d iv is ion  exp enses sh a ll take  p r io r i ty  o v e r  o th e r paym ents
13 frtu t i the assets an il sha ll lie  fu l ly  pa id b e fo re  a f in a l d is tribu tion  is m ade .
L I ( e )  U n d e r l lie  d ire c tion  o f  tlte departm ent, the c o n se rv a to r sh a ll la k e  p o ssess ion  o f  the
IS  Imuk.s, re c o rd s , nnd assets o f  tlte licen see  and sh a ll take o th e r ac tion  that is n e ce ssa ry  to  c on se rv e
Ih  d ie  asse ts o f  the licensee o r  to  en su re  paym ent o f  ob lig a t io n s  o f  the lic e n see  pend ing  fi in h e r
17 d is p o s it io n  o f  the licensee 's bu siness .

I I I  ( d )  At nn ap p rop ria te  lim e , the dcpanm en t m a y  te rm inate the e o n sc rv o io rs h ip  nnd pe rm it
IT  tlte licen see  to resum e the tran sac tion  o f  the licen see 's  bu siness sub jec t lo  the te rm s , c on d it io n s ,
311 ru stric iinn s , and lim ilu iin n s  llte  departm ent p rescribes.

31 Sec . 1(1 .I3 .H 2 0 . R E C E IV E R S H IP , (a )  T h e  d ep anm en i m a y  a p p ly  to  llt e  su p e r io r  c o u n
33  fu r  the appo in tm en t o f  u re c e iv e r fo r  a licensee , i f  the dcpanm en t d e te rm in e s  that the lic en see
33  sh ou ld  lie  li i |i iid .i le d  because
33 ( I )  the licensee  is in so lven t;

3 5  ( 2 )  the licensee  lia s  suspended paym ent o f  the lic e n see 's  o b lig a t io n s , has m ade
36  an ass ignm ent fo r  the bene fit o f  the licen see 's  c re d ito rs , o r  hus udm itted in  w rit in g  tlte  lic e n see 's
37  in a b ility  to  pay  the  lic en see 's  deb ts as the debts b ecom e due ;

3H ( 3 )  d ie  licen see  has app lied  fo r  an  ad ju d ica tion  o f  b a n kn ip tc y , re o rg an iza tio n ,
3T a rrangem en t, n r o th e r re lie f  un de r a b ankn ip tcy , re o rg an iza tio n , in s o lv e n c y , o r  m o ra to r iu m  law ;
3 0  ( 3 )  a pe rson  lia s  ap p lied  fo r  the r e l i e f  d e sc ribed  un d e r ( 3 )  o f  th is subsec tion
31 aga inst a licensee  and llte  lic en see  has by  an a ff i rm a t iv e  act ap p roved  o f  o r  con sen ted  to  the
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1 a c t ion  o r  the i c l i f f  Ik is  been g itm lc tl; o r
2  ( 5 )  the lic en see  is In a con d itio n  tlint m akes it un sa fe  o r un sound  (o r  llte  licensee
I  Id  Ir t in s jc l business.

<1 ( I t )  I f  n re c e iv e r is nppn ln lcd  under (n ) o f  th is sec tion , the re c e iv e r sha ll liqu ida te  the
5  p ro p e r ly  nnd business o f  the licensee .
6  S ec . 1 0 .1 3 .8 3 0 . C IV I L  P E N A L T Y , ( a )  I f  a fte r n o tice  and a hea ring  the departm en t fin d s
7  tha t u p e tson  has v io la te d  th is ch ap te r, the departm en t m ay o rd e r  the pe rson  to  pay to the
H departm en t it c iv i l p e n a lly  in the nn io tin l the depanm cn t sp ec ific s , l l t e  c iv i l p e n a lly  m ay not
9  exceed  5 1 ,0 0 0  fo r  each  v io la t io n , o r  in  (lie  case o f  a con tinu ing  v io ln lio o , S l.U fX ) fo r  each day

10 the v io la t io n  con tinu es .
I I  (b )  T h is  sec tion  d o e s  no t ap p ly  to  an act com m itted  o r  om itted  in  g ood  fa ith  in
12 c o n fo rm ity  w ith  an o rd e r , reg u la t io n , d e c la ra to ry  ru lin g , o r  w ritten  In te rp re ta tive  o p in io n  o f  the
13 d epa rtm en t, even  I f  the o rd e r , reg u la t io n , d e c la ra to ry  ru lin g , o r  w ritten  in tc tp ic ia iiv e  o p in io n  is

14 la te r un tended , re sc in d ed , o r  rep ea le d , o r  d e te rm in ed  by ju d ic ia l o r  o th e r n u ih o rity  lo  be in va lid .
15 (c )  l i r e  p ro v is io n s  o f  (a )  o f  th is sec tion  a rc  in  ad d ition  to . and no t a lte rn a tiv e  lo . the
16 o t lic  p ro v is io n s  o f  th is  ch ap te r that a u d io riz c  the depa runen t to  issue o rd e rs  o r  lo  take o th e r
17 uc tio .i o n  accoun t o f  a v io la t io n  o f  this chap rer.
I I I  A R T IC L E  8 . G E N E R A L  P R O V IS IO N S .
19 S e e . 1 0 .1 3 .8 3 0 . C O N S T R U C T IO N  O E  C H A P T E R . T h is  ch ap te r s h a ll be lib e ra lly
2 0  con s tru ed  to  a cc om p lish  its pu rposes.

21 S e e . 1 0 .1 3 .8 0 0 . A P P L IC A T IO N  O P  A D M IN IS T R A T IV E  P R O C E D U R E  A L T  T O
2 2  P R O C E E D IN G S , A  p ro ceed ing  under A S  1 0 .1 3 .8 3 0  is  sub jec t lo  A S  4 4 .6 2  (A dm in is tra t iv e
2 3  P ro c e d u re  A c t), E xcep t as o th e rw ise  p ro v id e d  in th is ch ap te r, o the r p ro ceed ing s  nnd actions
24  un de r th is chap ter a re  exem p t f ro m  A S  4 4 .6 2 .
2 5  S e c . 1 0 .1 3 .8 7 0 . A P P E A L S . A  f i lia l o rd e r o f  nn adm in is tra tiv e  p roceed ing  uuucr
2 6  A S  1 0 .1 3 .7 1 0  • 1 0 .1 3 .7 6 0 , IO .13.ROO , 1 0 .1 3 .8 1 0 , o r  1 0 .1 3 .8 3 0  m ay  be ap p ea led  to  the sup e rio r
2 7  c ou rt.

2 8  S e c . 1 0 .1 3 .8 8 0 . P R O V IS IO N S  O F  L IC E N S E E 'S  IN C O R P O R A T IO N . Excep t as
2 9  o th e rw is e  p ro v id ed  in  th is sec tion , the p ro v is io n s  o f  the law  under w h ich  a  licen see  is
.11) In c o rp o ra ted  ap p ly  to  the licen see . I f  a p ro v is io n  o f  the lic e n see 's  In c o rp o ra t in g  law  cu n llic ts
31  w ith  a p ro v is io n  o f  th is ch ap te r , th is ch ap te r c o n t io ls .

C lin p lc r 1.1.1
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I S e e . IO .IJ .IW O . A S S O C IA T E S , (a )  In A S  1 0 .1 3 .3 0 0  - 1 0 .1 3 .3 2 0  and 1 0 .1 3 .6 3 0  -
3  I l l . l 3 . f i h l ) .  u pe rson  w ho  is un associate w iih in  s ix  in on ih s b e fo re  o r  a f ic r  a licen see  p ro v id e s
3  fin anc ing  ass istance sna il he con s id e red  lo  be an assoc ia te as o f  the d a le  Ihe lic en see  p ro v id e s
■I llte  assistance.
5 I I I )  I f  a licen see , in  o rd e r lo  p ro tect llte  lic e n see 's  in te rests , designa tes a pe rson  lo  se rv e
fi as a d ire c to r o f ,  o f f ic e r  o f ,  o r  in a m anagem ent cap ac ity  o f  a bu siness to w h ich  the lic e n see
7 p ro v id e s  fin a n c ia l ass istance , llte  pe rson  m a y  no t, on  that accoun t, be c on s id e red  to  be nn
H assoc ia te under A S  1 0 .1 3 .3 0 0  - 1 0 .1 3 .3 1 0  o r  1 0 .1 3 .6 3 0  - 1 0 .1 3 .6 6 0 . T h is  sub sec tion  d o e s  not
9  a p p ly  i f  the pe rson  lia s , d ire c t ly  u r  In d ire c t ly , an o the r fin an c ia l in te rest in  the business o r  I f  the

I I I  p e rson , at tiny tim e  b e fo re  the licen see  p ro v id e s  the fin an c in g  ass istance , se rv ed  as a d ire c to r o f ,
I I  o f f i c e r  o f .  n r in  an o th e r cap ac ity  in  the m anagem ent o f  the business fo r  a p e riod  o f  3 0  d a y s  o r
I I  m u re .
13 Sec . I0 . I3 .' . )D 0 . O i l  IE R  L IC E N S E S . A co rp o ra tio n  that Is licen sed  un de r th is ch ap te r
I I m ay  a p p ly  fu r and he issued a license  under an o the r law  o f  the sta te , fe d e ra l g ove rnm en t, o r  o f
15 num be r s ta le  in  llte  Un ited  States un less the transaction o f  bu siness by  the c o rp o ra t io n  as a
16 licen see  under the o th e r lic e n se  w ou ld  v io la te  Ib is  ch ap te r o r  w ou ld  be c on tra ry  to  the pu rpose s
17 u f  th is chap ter.

IK  See. 1 0 .1 3 .0 1 0 . E X E M P T IO N . A  lic en see  is no t sub jec t to  llte  p ro v is io n s  o f  A S  0 6 .
19  See. 1 0 .1 3 .0 2 0 . A U T H O R IT Y  O F  D E P A R T M E N T , l l t e  p ro v is io n s  o f  lit is  ch ap te r
20  r e ln r i g  in  c on flic ts  o f  in te rest d o  no t lim it the au th o rity  o f  the departm en t lo  de te rm in e  tha t an
21 l t d  in v o lv e s  n c o n flic t  o f  in te tes i and is th e re fo re  nn u n sa fe  o r  un sound  act.

22  See. 1 0 .13.D .K ). C O N F ID E N T IA L IT Y , (n ) l l t e  c om m is s io n e r , d epu tie s , and o th e r
23 em p lo y ee s  o f  the departm en t m ay  no t d is c lo se  in fo rm a t io n  acqu ired  by  them  in the d is ch a rg e  o f
24 th e ir du ties u n d e r th is ch ap te r excep t to  the ex ten t d is c lo su re  o f  the in fo rm a t io n  is req u ired  by
25 law , o th e r than the pu b lic  rec o rd s  p ro v is io n s  o f  A S  0 9 .2 5 .1 1 0  - 0 9 .2 5 .2 2 0 ,  o r  is req u ired  by  c o n n
26 o rd e r .

27 t l i )  N o tw ith s tand ing  (a )  o f  th is sec tion , tlte departm en t m ay  d is c lo se  in fo rm a t io n  that Is
2H con fid en tia l un de r (a )  o f  litis  sec iion  i f  llte  dep anm en i de te rm in es that d is c lo su re  o f  the
29  it t lu n n a lin n  is necessa ry  lo  p rom o te  the pub lic  in te rest. T i l ls  sub sec tion  does no t au th o riz e  the
31) d is c lo su re  o f  in fo rm a t io n  acqu ired  by  the d ep anm en i In tlte c ou rse  o f  an e x am in a tion  o f  a
31 licensee .

Chapter 133

CSSSIII) 536IFIN) am S -24-



C h a p te r  1.13
I (c )  N o lw iiliM a iid iiig  f a )  o f  th is sec tion , tlic departm en t m a y  fu rn ish  in fo rm a t io n  il>.n is

, 2  v o i lliU u illi t i l under (it ) o f  th is sec tion  to  the  A la sk a  Sc ience n iltl T e c h n o lo g y  fo u n d a t io n

J  e s tab lish ed  un d e r A S  3 7 .1 7 .0 1 0  I f  the In fo rm a t io n  is re la ted lo  n D ID C O  th ill ha s iccc ivcd
4  u ss is lance  t in d e r A S  3 7 .1 7 .2 0 0  • 3 7 .1 7 .3 9 0  o r  to  a pe rson  w ho  is seek ing  assistance mulct
5  A S  3 7 .1 7 .2 0 0  -  3 7 .1 7 .3 9 0 .
0  ( d |  A  I I IU C O  m ny p to v id e  lo  a  cu rren t o r  p ro spec tive  c ie d ito r  o r  sh a reh o ld e r o f  Ihe
7  D ID C O  a c o p y  o f  tin exam in a tion  rcp o it on  the D ID C O  made by the d ep an m en i u n d e r this
8  ch ap te r.
9  Sec . 1 0 .1 3 .9 9 0 . D E P IN IT IO N S . In  th is  chap ter,

10 ( I )  " a f f i l ia te "  m en tis , i f  used w ith  respect to a n o n n a lu ra l p e ts o n , a pe tson  w ho
I I  c o n tto ls  the n onnn lu rn l p e tson , w h o  is c o n tro lle d  by  the n onna lu ra l p e rson , o r  w ho  is c o n tro lle d
12 b y  n pe tson  w h o  a ls o  c o n tro ls  the n o n n a lu ra l p e rson ;
13 ( 2 )  "a s soc ia te " m ean s , i f  used w ith  respect lo  a licen see ,
14 (A )  a c o n t ro llin g  p e rson , d ire c to r , o r  o f f ic e r  o f  the lic en see ;
15 (D )  a  d ire c to r , o f f ic e r ,  o r  pn ttncr o f  a  p e rson  re fe rre d  to  in  (A )  o f  t in ;
1C pa rag raph ;
17 (C )  a p e rson  w ho c on tro ls , Is c o n tro lle d  by , o r  is under c om m on  C on tro l
IK  w ith u pe rson  tc rc rtc d  to in (A )  o f  lid s  p a rag raph , d ire c t ly  o r  In d ire c t ly  th rough  an
19  In te rm ed ia ry :
2 0  ( D )  n c lo s e  re la t iv e  o f  a pe rson  ic fe t rc d  to in (A )  o f  th is pa rag rap h ; in this
21 sub pa rag rap h , "c lo s e  re la t iv e "  m eans a pn tcnt, c h i ld , s ib lin g , o r  sp ou se , o r  a ic la t iv c  o f
2 2  the sam e d eg ree  th rough  m a rriag e ;
2 3  ( E )  a  p e rson  o f  svhiclt n pe rson  re fe rre d  to  in (A )  ■ (D )  o f  th is pa rng iap lt
2 4  Is a d ire c to r  o r  o f f ic e r ;
2 5  ( f )  n pe tson  In  w h ich  a  pe rson  re fe rred  lo  in (A )  - ( D )  o f  th is  p a rag ia p h ,
2 0  o r  a c om b in a tio n  o f  the p e rson s acting in  con ce rt, ow ns o r  c on tro ls , d ire c t ly  o r  in d ire c t ly ,
27  a 2 0  p c rc e ii l o r  g re a te r eq u 'ty  In te rest;

211 ( 3 )  " D ID C O "  m eans a c o rp o ra tio n  that is licensed  under th is ch ap te r to  p ro v id e
2 9  fin unc iu l nnd m anagem en t assistance to  bu sinesses ;
3 0  ( 4 )  "b u s ine ss ”  menns a pe rson  w h o  transacts o r  p ropose s to  tran sact bu siness on
31  n re g u la r and c on tin u a l basis ;
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1 ( 5 )  " c o n t ro l"  m ean s , i f  nsc il w ith  respect to a sp e c ific  p e rson , the p ow e r to  d irect
2 o r  cn iisc llie  d ire c tion  o f ,  d ire c t ly  o r  in d ire c t ly  th rough  an In te rm ed ia ry , the m anag em en t and
.1 p o lic ie s  o f  the pe rson , th rough  the ow ne rsh ip  o f  vo t in g  in te rests , b y  c o n tra c t o th e r than a
•I c om m e rc ia l con tract fo r  g oods o r  nonn ianagem en l se rv ice s , o r  b y  o th e r m euns; a na tu ra l pe rson
5 is no t con s id e red  in  c o n tro l an o th e r pe rson  s o le ly  because the na tu ra l p e rson  is  a  d ire c to r , o f f ic e r ,
f> o r  em p lo y e e  o f  the o i lie r  p e tson ; u person is rebu ttab ly  p resum ed to  c on tro l a  c o rp o ra t io n  i f  the
7 p e rson  d ire c t ly  n r in d irec tly  ow n s  o f  rec o rd , h o ld s  Irenefic laM y w ith  p ow e r lo  v o te , o r  h o ld s
H p ro x ie s  w ith  d is c re t ion a ry  a u th o rity  to vo te , 2 0  percent o r  m o re  o f  the then ou ts tand ing  vo ting
7 secu ritie s  issued  Iry a c o rp o ra t io n ;

I I I  ( f i )  "c o n t ro ll in g  p e rson " m eans, i f  used w ith  respect lo  a s p e c if ic  p e rson , a pe rson
11 w h o  c o n tro ls  the sp ec ific  p e rson , d ire c t ly  o r  in d ire c t ly  th rough an In te rm ed ia ry ;
12 ( 7 )  "c o rp o ra te  nam e" m eans the nam e o f  a c o rp o ra t io n  in its a rt ic le s  o f
I , I  in c o rp o ra t io n ;
I I IK ) "d ep an m cn t"  meuns the D epa rtm en t o f  C om m e rc e  and  lic o n o in lc
15 D e v e lo p m en t :

16 ID ) " in s o lv e n t"  m ean s not p ay ing  deb ts In the o rd in a ry  c o u rse  o f  bu s in ess , not
17 p a y in g  deb ts a s  they b ecom e du e . o r  lia b ilit ie s  exceed ing  assets;

IK  1 1 0 ) " in te res ts  o f  l l ie  licen see " In c lud es (lie  in te rests o f  the sh a re h o ld e rs  o f  the
17 lic e n se e ;

20  I I I )  " lic en se "  m eans a license  Issued under th is chup lc r;
21 ( 1 2 )  " lic en se e ”  m eans a c o rp o ra t io n  that Is licensed  un de r th is  ch ap te r;
22 ( I . I )  " o f f ic e r "  m eans

22 (A )  w ith  respect to  a c o rp o ra t io n , a pe rson appo in ted  o r  de s igna ted  as an
27 o f f i c e r  o f  the c o rp o ra t io n  b y  o r  un de r a p p lic a b le  law  o r  the c o rp o ra t io n 's  u n ic le s  o f
25 in c o rp o ra tion  o r  b y law s , o r  n person w h o  p e r fo rm s  w ith  respect to  the c o rp o ra t io n  the
2ft fu n c tion s  u su a lly  p e r fo rm e d  b y  on o f f i c e r  o f  a  c o rp o ra tio n ;

27 ( I I )  w ith  resp ec t to  a sp e c ific  pe rson  o i li e r  than a n a tu ra l p e rson  o r  a
2K c o rp o ra t io n , a pe rson  w h o  p e rfo rm s  fo r  the sp ec ific  p e rson  the fu n c tio n s  u su a lly
27  p e r fo rm e d  by an o f f i c e r  o f  a c o rp o ra tio n  fo r  a c o rp o ra tio n ;

■'II ( 1 7 )  " o rd e r"  m eans un a p p ro v a l, con sen t, a n th o r i ja lio n . e x em p tio n , d e n ia l.
7 1 p ro h ib it io n , o t requ irem en t a p p lic a b le  to  a sp e c ific  case and issued b y  tlte d c p an m en t, in c lu d ing

Chapter 133

t ’ SSSIIIl Mfub'IN) am S •26-



1 n license  c on d it io n  nnd  nn ny rccm cnt m nde by a pe rson  w itlt ( lie  d e p a t lm c ill under l l i i s  c lin |i lc r .
2  ( 1 5 )  ''p e rson " in c lud es n g o ve rnm en t and an ag ency o f  n g ove rnm en t: w hen used
3  w ith  tc sp ec l to  tic ip titing  c o n tro l o f  o r  c o n tro llin g  a sp 'e i lic  p e rson , "p e rs o n "  in c lu d e s  a
•J c om b in a tion  o f  tw o  o r  m o te  p e rson s ac ting  In con ce rt;

5  ( 1 0 )  "p r in c ip a l sh a re h o ld e r"  m eans a pe rson  w ho ow n s , d ire c t ly  o r in d ire c t ly , o f
6 re c o rd  o r  b e n e fic ia lly , secu rities rep resen ting  10 pe rcent o r  m o te  o f  the ou ts tand ing  vo ting
7  secu ritie s  o f  it c o rp o ra t io n ;
8  ( 1 7 )  "su b jec t p e rson " m eans
V (A )  n c o n tro llin g  p e rson , sub s id ia ry , o r  a f f i l ia te  o f  a  lic en see ;

10 (U )  a d ire c to r , o f f ic e r ,  o r  em p lo y ee  o f  a licen see  o r  o f  a  c o n t ro llin g
11 p e rson , su b s id ia ry , n r a f f i l ia te  o f  a  licensee ;

12  (C )  an o the r pe rson  w h o  pa rtic ipa tes in  the conduct o f  Ihe business o f  a
13  lic en see ; o r

' 4  ( D )  I f  used w ith respect lo  a lic en see , a c om pan y  o r  bu siness o f  w h ich  the
15 lic e n see  h o ld s  c o n tro l under A S  1 0 .1 3 .2 6 0  • IU . 1 3 .2 8 0 .
16  S e e . 1 0 .1 3 .9 9 5 . S H O R T  T U T U .  T h is  chap ter m ay  be c ited  as tire A la sk a  D ID C O  A ct.
17 • S e e . 2 . A S  3 7 .1 7  is am ended  by add ing  new  sec tions to  read :
I I I  A R T IC L E  2 . D ID C O  A S S IS T A N C E  P R O G R A M .
1 9  Sec . 3 7 . 17 .2 (H ). P U R P O S E S  O I :  D ID C O  A S S IS T A N C E  P R O G R A M , l l t e  p iu p c sc s  o f
2 0  A S  3 7 .1 7 .2 (H ) -  3 7 .I7 .3 S H ) in c lud e
21 ( I )  ass is ting  in llte  fo rm a tio n  and cap ita liz a t ion  o f  on e  o r m o te  D lD C O s  tha t have
22  n h ig h ly  q u a li f ie d  m anagem ent team  and a g ood  business p lan , and  d ia l ate de s igned  to  op e ra te
2 3  in  a p ro fit -o r ie n te d , m a rke t-d is c ip lin ed  m ann e r, w ith e x c e lle n t p ro spec ts  f o r  lo n g - te rm  fin an c ia l
2 4  success and v ia b i li ty ;
2 5  ( 2 )  p rom o tin g  econ om ic  d e ve lopm en t b y  p ro v id in g  n new  sou rc e  o f  r is k  cap ita l
2 6  and  m anagem ent a ss istance fo r  bu sinesses , e sp e c ia lly  sm a ll and m ed ium  s ire d  bu s inesses , in
2 7  geog rap h ic  a tcas th rough ou t the s ta le , in c lu d in g  businesses in ru ta l n 'e as  and d is tic sscd  a re as .
78 and  in c lu d ing  m in o r ity  ow ned  businesses;
2 9  ( 3 )  u s in g  state resou rces to  attract o i li e r  cap ita l re so u rc e s ; a :'d
.10 ( 4 )  p rom o tin g  llie  su c cess fu l o p c ia t io n  o f  B ID C O s .
.11 See . 3 7 .1 7 .2 1 0 . B ID C O  P U N D . T h e  B ID C O  fu n d  is e s ta b lish ed  In d ie  A la sk a  Sc ience
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I m ill T e c h n o lo g y  F o u nd a tio n . The fun d  consists o f  a p p rop ria t io n s  m ade to  the fu n d  by the
3 leg is la tu re  m ill rep aym en ts o f  lo a n s  m ade under A S  3 7 .1 7 .2 (H ) - 3 7 . 17 .3 9 0 .
3 S ee . 3 7 .1 7 .2 2 (1 . U S E  O F  M O N E Y  IN  D ID C O  F U N D , (a )  F ro m  the m o n e y  In the
-I 1 1 1 1 )0 0  fu n d , the fou n d a tion  m ay  m ake  lo a n s  o r  o th e r f in an c ia l a ss is tance , os a u th o rize d  un de r
3  A S  3 7 .1 7 .2 2 0  • 3 7 .1 7 .3 9 (1 , lo  assist in the fo ttn n llo n , c a p ita liz a t io n , and o p e ra t io n  o f  c o rp o ra t io n s
(i that a rc  lic en sed  u n d e r A S  1 0 .1 3 .
7 (Is ) T h e  fo u n d a tio n  m a y  not au th o rize  new  fin a n c ia l ass istance un d e r A S  3 7 .1 7 .2 (H ) -
H 3 7 .1 7 .3 9 0  a lt e r  June 3 0 . I9 9A , w ithou t the app tovn l o l the leg is la tu re .
9  S e c . 3 7 .1 7 .2 3 0 .  I1 ID C O  C A P IT A L IZ A T IO N  L O A N S . A  D ID C O  c ap ita liz a t io n  lo a n  f o r

I I I  the in itia l c a p ita liz a t io n  o f  a D ID C O  s h a ll be m ade u n de r the te rm s and c on d it io n s  that the
I I  lin u u la ii i in  d e te rm in e s  to be ap p rop ria te  and that o re con s is ten t w ith  A S  3 7 .1 7 .2 0 0  • 3 7 .1 7 .3 9 0 .
I !  S ec . 3 7 .1 7 .2 1 0 , L O A N  C O M M IT M E N T  C O N D IT IO N S , (u )  W h en  issu ing  o
13 c om m itm en t lo  m ake  a D ID C O  c ap ita liz a t ion  lo a n , the fou nda tion  sh rill m ake  the lo a n  c lo s in g
L I con ting en t nn
15 ( I )  the D ID C O  rec e iv in g  a lic e n se  un de r A S  1 0 .1 3 , w h ich  m a y  o c c u r
lf> .s im u ltan eou s ly  w ith the lo a n  c lo s in g :
17 ( 2 )  the D ID C O  sa tis fy in g  the cap ita liz a t ion  req u irem en ts  o f  A S  3 7 .1 7 .2 5 0 ;  and

IX  ( 3 )  o th e r con d itio n s  that the fou nda tion  m a y  im pose .
19 <l>) 'D ie  fou nda tion  m ay  not Issue a lo a n  c om m itm en t un d e r th is sec tion  u n le ss  the
21) fo u n d a tion  i le lc tm in e s  d ia l the p ro sp ec tiv e  D ID C O  sa tis fie s  h igh  q u a li ty  e v a lu a t io n  s tanda rd s as
21 d e te rm in ed  b y  the fou nd a tion . T lte  e v a lu a t ion  standards m ust in c lu d e  llte  fo l lo w in g  fin d in g s :
11 ( I )  the lo a n  is l ik e ly  to  s u h s tan lia lly  p rom o te  the pu rp ose s  o f  A S  3 7 .1 7 .2 0 0  -
2 3  3 7 .1 7 .3 9 0 ;

33 ( 2 )  ihe U ID C O ’ s p ro sp ec tiv e  m anagem ent le a rn  is h ig h ly  q u a li f ie d  to m anage  llte
2 5  D ID C O .

3d ( 3 )  the D ID C O 's  business p lan  is a g ood  business p la n  I lia t , tog e th e r w ith  the
37 m anagem ent team , p rom o te s  c o n fid e n ce  in  the p rospec ts f o r  the lo n g  te rm  fin an c ia l success and
2H v ia b i li ty  o f  llte  D ID C O ; and

19  (T ) i f  d ie fo u n d a tio n  Issues a lo a n  com m itm en t to  the D ID C O , it Is p ro b ab le  that
3 0  the D ID C O  w ill be ab le  ;o  sa tis fy  the cap ita liz a t ion  req u irem en ts o f  A S  3 7 .1 7 .2 5 0 .
31 Sec. .37 .17 .251 ). IN IT IA L  C A P IT A L IZ A T IO N  O F  D ID C O . (a )  T ’ ie in i t ia l c a p ita liz a t io n
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C h a p te r  133
o f  u U ID C O  lo  w h ich  llie  fou nda tion  m akes n U ID C O  cn p ita lizn lio n  loan  im is l inc lude

( 1 )  n l least $5(X ),(XX ) In  equ ity  in v es im em  in Ihe I1 ID C O , in  ad d ition  lo  any 
o rg an iza t io n  cos ts  pa id  fo r  o r  ow ed by the D IU C O ;

( 2 )  l lie  D ID C O  cap ita liz a tion  lo a n ; nnd
(.1 ) add ition a l cap ita l in an am oun t requ ired  by  the fou nda tion  m id o i l term s and 

c on d it io n s  accep tab le  to  die fou nda tion ; the ad d it io n a l cap ita l m ay  be in the fo rm  o f  deb t, p ram s, 
equ ity  investm en t in add ition  to  llte  m in im um  equ ity  investm en t rcqu itcm cnt o f  $ 3 0 0 , (XX) under
( I )  o f  litis  sub sec tion , o r  n com b in a tion  o f  deb t, g ram s , and the equ ity  in vestm en t.

( b )  T h e  m in im um  equ ity  Investm en t un de r (a ) ( 1 )  o f  tltis section m ust be fu l ly  iccc ivcd  
b y  the U ID C O  b c ro ie  o r a t c lo s in g  o f  the B ID C O  cap ita liz a t ion  lo a n . T h e  B ID C O  cap ita liz a t ion  
lo a n  sh a ll lie fu l ly  d isbu rsed  to llte  B ID C O  at c lo s in g . T lte  ad d it io n a l cap ita l sh a ll a ls o  be fu l ly  
d isbu rsed  ill c lo s in g ; h ow eve r, i f  the fou n d a tion  is sa tis fied  that t lie ie  is a f i rm  com m itm en t fo r  
the ad d ition a l cap ita l o i l term s acceptab le  to  the fou nda tion , that llte  s ou tce  fu r the add ition a l 
cap ita l w i l l d e liv e r  on  the f i rm  com m itm en t, and that Ihe docum en ts ev id en c ing  the add ition a l 
cap ita l have  b e d  execu ted  nnd Inc lude te rm s accepts! iv lo  llte  fou nda tion , the a d d it io n a l cap ita l 
m ay  tic d isbu rsed  to  the D ID C O  on  a p liescd -in  basis on  te rm s acceptab le  lo  llte  fou nda tion .

S e e . 3 7 . l 7 . 2 f i 0 .  S U B O R D IN A T IO N  O P  B ID C O  C A P IT A L IZ A T IO N  L O A N . A D ID C O  
c ap ita liz a t ion  lo a n  m ay  Ire sub o rd in a ted  to  llte  a d d it io n a l cap ita! ic q u i t rd  under 
A S  3 7 . l 7 .2 5 ( l ( u ) ( 3 ) .

S e e . 3 7 .1 7 .2 7 0 . D ID C O  C A P IT A L IZ A T IO N  L O A N  P A Y M E N T  A N D  IN T U IU sS T . (a )  
A  D ID C O  cap ita liz a t ion  lo a n  tru s t be suu c tu ted  so  that the fu l l  nm oum  o f  the p iiitc ip n l is due 
in n lum p  sum  at the end o f  llte  lo an  te rm .

(b )  In te rest o n  a D ID C O  c ap ita liz a t ion  lo a n  acc rues du rin g  d ie lo an  Ic iin  and Is due at 
the cud o r  tlte lo a n  te rm .

S e e . 3 7 .1 7 .2 8 0 . D ID C O  C A P IT A L IZ A T IO N  L O A N  C R E D I I S .  (a )  A  U ID C O  
cap itu lizu t iou  lo a n  m ust in c lud e  a fom tu la  that a llow s  the D ID C O  to  ea rn  c te d lts  to  reduce the 
in te rest and p iiu c ip u l ow ed  on  the lonu . I h e  fo rm u la  sha ll be based  on  in c icas in g  jo b s  and sa les 
in som e o r  till o f  llte  businesses fin anced  by the D ID C O  nnd o n  susta'n iug tlte Itic icascs . T o  the 
ex ten t the fou n d a tion  d c le tm in e s  app rop ria te , the fou nda tion  tnay a ls o  p ro v id e  c te d ils  in  situ ation s 
w lt - re  the U ID C O  c le a r ly  dem onstra tes to  the fou n d a tion  that jo b s  w ou ld  have  Itecn lo s t i l the 
D ID C O  hud no t p ro v id e d  fin an c in g  assistance.
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1 ll> ) Th e  fou n d a tion  ih  i l l  c .s ia lilis li p ro cedu res nnd gu id e lin es  f o r  the c e r t i f ic a t io n  by  d ie
2 rcn in il.iim n o f  c red its  en ined  b y  a n iD C O  under th is  se c iio n . in c lu d ing  the  c ircu tnsttinees u n d e r
3 w h ich  the fin iudu liun  m a y  d en y  the c red its . W ith in  the g u id e lin e s , d ie  sp e c ific  dec is ion s
I reg a rd in g  die grunting n r  d e n ia l o f  die c red its  o re le ft  to  d ie d isc re t ion  o f  d ie  fo u n d a t io n .
S S e e . J 7 . I 7 . 2 W .  IM P L E M E N T A T IO N  O F  D ID C O  C A P IT A L IZ A T IO N  L O A N
ft I 'K O O U A M . (a )  T lic  fo u n d a tio n  sha ll im p lem en t l lie  p ro g ram  f o r  m ak in g  D ID C O  c ap ltu lizu t ion
7 lo a n s  u n de r A S 3 7 .1 7 .2 0 0  -  3 7 .1 7 .3 0 0  In a m anne r designed to  en cou ra g e  fin a n c in g  ass istance
II by I I I I K 'O s  to bu sinesses th roughou t the state . T h rou g h  the use o f  o n e  o r  m o re  fo rm u la s
0  de s igned  under A S 3 7 . l 7 . e 8 0 ,  tlte fou nda tion  s h a ll p ro v id e  sp e c ia l In c en tiv e s  to  en cou rag e  the

II I f in an c in g  o f  bu sinesses lo c a ted  in  d is tressed  a re a s , in c lu d ing  d is tre ssed  ru ra l a re as , and the
11 fin an c in g  o f  m in o rity  osvned businesses. In t i lls  sub sec tion , "m in o r ity  ow n ed  bu s in es s " m eans
12 a bu s in es s that is ow ned , c o n tro lle d , and op e ra ted  by  an In d iv id u a l w h o  is a m em be r o f  a
1.1 m in o r ity  and in which m o re  than 3 0  pe rcent o f  the net p ro fit  o r  lo s s  a t lr ih m a h le  to  the business
1 I acc ru es to  a m em be r o f  a m in o rity ; In this pa rag raph , "m em lre r o f  a  m in o r ity "  in c lu d e s  a p e rson
15 w h o  is b la c k , H ispan ic , o r  A la sk a  N ative .
I f i H r) W hen  d e te rm in in g  under (a )  o f  t i l ls  sec tion  w hethe r an a re a  is  d is tre ssed  o r  h ow
17 d is tre ssed  an  urcu is , the fou n d a tion  m ay  use , in d iv id u a lly  o r  in  c om b in a t io n , fa c to rs  that m ay

IK  in c lu d e  u n em p loym en t, p o v e rty , la c k  o f  access to  the state h ig hw ay  sys tem , la c k  o f  access to  a
I ' )  m a rin e  tran spo rta tion  sy s tem , o r  o th e r fac to rs  the fou n d a tion  d e te rm in es  to  be  a p p rop ria te .
2(1 See . 3 7 .I7 .3 IX I T E R M S  O F  D ID C O  C A P IT A L IZ A T IO N  L O A N S . W h e n  d e te rm in in g
2 1 the am oun t n r range o f  am oun t fo r  a U ID C O  c ap ita liz a t io n  lo a n , the te rm  to  m a tu rity  o f  the lo a n ,

22 the in te rest t..ie  fo r  the lo a n , the ad d ition a l cap ita l requ irem en ts  fo r  the lo a n , and  the fo rm u la  f o r

25 e a rn in g  c red its  under die lo a n , d ie  fou nda tion  s h a ll c on s id e r the fa l lo w in g  o b je c t iv e s :
23 ( I )  that the D ID C O  w i l l have  adequate c a p ita liz a t io n  to  su p p o rt a h ig h ly  q u a li f ie d
25 m anagem en t team , to  im p lem en t a bu siness p lan  tha t, w hen  com b in ed  w ith  the  m anagem en t team ,
26 w i l l p rom o te  con fid e n ce  in the p ro spec ts  o f  the D ID C O  fo r  lo n g -te rm  f in a n c ia l success and
27 v ia b i li ty , and to  o th e rw ise  p rom o te  the pu rposes o f  A S  3 7 .1 7 .2 0 0  - 3 7 .1 7 .3 9 0 ;
28 ( 2 )  that the a d d it ion a l cap ita l req u irem en t is In an um o im t tha t en cou rag es the
V) D ID C O  to  ra ise  as m uch  cap ita l as fe a s ib le  f ro m  sou rces o th e r than the B ID C O  c ap ita liz a t io n
■111 hum . w ithou t un du ly  h in d e rin g  Ihe a b ility  o f  the D ID C O  to  b ecom e o p e ra t io n a l;
.11 ( 3 )  that the fo rm u la  fo r  ea rn in g  c red its  u n de r A S  3 7 .1 7 .2 8 0 ,  c om b in ed  w ith  the
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C h a p te r  I J J
1 o i li e r  le r in s  im tl con d itio n s  o f  l l ie  I r  v i l l be designed so  l li . i l w ilh  a rea sonab le  p e rfo rm ance
2  by llie  U ID C O . l lie  U ID C O  w ill be ..o le  lo  c am  su ffic ien t c red its  lo  reduce ll i e  am oun t o f
.1 p rin c ip a l m id it i lc ic s t ow ed  o i l ( lie  lo a n  lo  z e ro  by  o r  b e fo re  the cud o f  l lie  lo a n  Ic tn r. and
d (< l) llia i the fo tm u la  Tot can ting  c red its under A S  J 7 . I7 .2 K I ) ,  com b in ed  w ith  die
5 o th e r term s uud con d itio n s  o f  the lo a n , is su f fic ie n t ly  c h a lle n g in g  that the sp e c ia l incen tives
6  p ro v id ed  by the cred its a llow ed  un de r A S  3 7 . 17 .2 8 0  rem a in  in c lfe c l fo r  the longest fe a s ib le  lim e
7 du rin g  the lo a n  te rm  us is  con sisten t w ith  m eeting  the o i lie r  ob je c tiv e s  id en tifie d  in th is sec tion .
8  See . 3 7 .1 7 .3 1 0 . A C C E S S  T O  M E E T IN G S  A N D  IN F O R M A T IO N . W h i le  a U ID C O  loan
9  is  ou tstand ing  nnd the ob lig a t io n s  o f  the U ID C O  to  the fo u n d a tio n  rem a in  un d isch a rg ed , the

ID  U ID C O  sh a ll n llt iw  the fou nda tion  lo  have a rep resen ta tive  p resent at a ll m eeting s o f  the
11 B ID C O 's  boa rd  o f  d ire c to rs  nnd o f  the B ID C O 's  sh a reh o ld e rs , l o  tcc c ivc  a l l  no tices and
12 In fo rm a t ion  sen t to  ihe b o a rd  o f  d ire c to rs  o r  l l ie  sh a reh o ld e rs , lo  have  d ie sam e access lo
13 in fo rm a t ion  ab ou t the U ID C O  as the d ire c to rs  have  nnd as the sh a re h o ld e rs  h ave , nnd to  rece ive
Id  ad d it io n a l rcp u its  o r  in fo rm a t ion  f io m  Ihe  U ID C O  that Ihe fou n d a tion  ic its tin ilb ly  ictp icsts .
IS  See . 3 7 .1 7 .3 2 0 . U ID C O  O P E R A T IO N  L IM IT A T IO N . W h i le  n U ID C O  lo a n  is
1C ou tstand ing  nnd the o b lig a tion s  o f  l lie  U ID C O  lo  (Ire fou nda tion  rem a in  u n d isc h a tg ri l, the U ID C O
17 m ay not p ro v id e  fin anc ing  assistance to businesses located ou ts id e  the s la te . I f  a business
IK  assisted by  llie  U ID C O  Iras n u i l l l- s ln le  o r n u illi -n a liu n a l o p e ra tion s , the lo c a tion  o r  l lie  bu siness
19  Is w hctc  the In ig c s l e c on om ic  bene fit o f  the fin an c in g  assistance tran sac tion  m ade by the U ID C O
2 0  in the business Is  l ik e ly  to  occu r.

21  See . 3 7 . I 7 . 3 J 0 .  S U R R E N D E R  O P  D ID C O  L IC E N S E . W h i le  n U ID C O  lo a n  is
2 2  ou ts tand ing  nnd the ob lig a t ion s  o f  the D ID C O  lo  the fou nda tion  arc no t d ischa rg ed , the U ID C O
2 3  m ay no t su ricu d c r Its lic en se  under A S  1 0 .1 3  w ithou t the w ritten con sen t o f  the fo u n d a tio n .
2d  See . 3 7 . l 7 .3 d 0 .  C L O S IN O  A S S IS T A N C E . I f  de te rm in ed  b y  the fou n d a tion  to  be
2 5  ad v isab le , the fou n d a tion  m ay use m oney  in  the U ID C O  fun d  lo  p ro v id e  ass istance to  a pe rson
2 6  lo  c om p le te  l lie  tusks necessa ry  f o r  l lie  pe rson  lo  ach ieve a c lo s in g  o n  a  U ID C O  cap ita liz a t ion
27  loa n , f l i c  fo u n d a tio n  m ay p to v id e  the assistance on  the te rm s and c on d it io n s  that the fou nd a tion
28  de te rm in es ap p rop ria te .

2 9  S ee . 3 7 .1 7 .3 5 0 . C O N F ID E N T IA L IT Y . In  o rd e r to  p rom o te  the pu rposes u f
3 0  A S  3 7 .1 7 .2(X ) -  3 7 .1 7 .3 9 0 . Ihe fou nda tion  m ay  estab lish  p o lic ie s  un de r w hich it w i l l keep
31  con fid e n tia l p io p iic tn ry  in fo rm a t ion  subm itted to the fou n d a tion  liy  an  app lican t fu r  a lo a n  o r
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1 o th e r f in an c ia l assiM iiitcc n n ilc r  A S  3 7 . . ,  2 IX ) - 3 7 .1 7 .3 9 1 ) and by  a U ID C O  ilia t lia s  re c e iv ed  a

2 Item  n r n ilie r I in .iiic i.il ass istance u n de r A S  3 7 . I 7 . 3 IX ) -  3 7 .1 7 .3 9 0 .  ’ l l i e  in fo rm a t io n  ilia t Is
3  d e te rm in ed  in  lie  c on fid e n tia l u n de r l l i i s  sec iion  Is no t a p u b lic  re c o rd  u n de r A S  0 9 .2 S . I IO  •
I  0 9 .2 5 .2 2 0 .
5 S ee . 5 7 . l7 .3 f iO . S U I IS E Q IJ E N T  L O A N S . I f  ( lie  fo u n d a tio n  d e te rm in e s  l l in l a n iD C O .
fi n fle i ret e l l i l l t i  a  i l lD C O  cap ita liz a t io n  lo a n , lia s p e rfo rm e d  w e ll f in n iic ia lly  and in p rom o t in g  tlte
7 pu rpose s o f  A S  3 7 . I7 .2 IX ) - 3 7 .1 7 .3 9 0 , and i f  m o re  than fo u r  yea rs  h a v e  e la p sed  s in ce  d ie lo a n
H was m ade , die fou nda tion  m a y  m ake  an ad d it io n a l lou n  10 ti c U ID C O , o n  llte  te rm s nnd
9  c on d it io n s  d ia l the fou nd a tion  c on s id e rs  ap p rop ria te .

I l l  S e e . 3 7 .1 7 .3 9 0 . D E F IN IT IO N S . In A S  3 7 .1 7 .2 0 0  - 3 7 .1 7 .3 9 0 .
11 I I I  ''add itiona l c a p ita l"  m eans d ie a d d it io n a l c a p ita l req u ired  u n de r
12 A S  .1 7 .1 7 .2 5 0 (a ) ( 3 ) ;
15 ( 2 )  " D ID C O "  m eans a c o rp o ra t io n  lic en sed  u n d e r A S  1 0 .1 3 ;
I I ( 3 )  " U ID C O  c ap ita liz a t io n  lo a n "  m eans a lo a n  m ade  u n d e r A S  3 7 .1 7 .2 3 0  f o r  the
IS  in it ia l cap ita liz a t ion  o f  a U ID C O ;

I f i  (  I )  " I l lD C O  lo a n "  m eans u O ID C O  c ap ita liz a t io n  lo a n  o r  a sub sequen t lo a n  m ade
17 m u lct A S  3 7 . l 7 .3 f t l l ;

IH ( 5 )  " fo u n d a tio n "  m euns the A la s k a  S c ien c e  and T e c h n o lo g y  F ou nd a tion
19 e s tab lish ed  un d e r A S  3 7 .1 7 .0 1 0 .
20  * Sec . 3 . A S  tlfi 0 5 .2 7 0 (a )  is am ended  to  rend :

21 l a l  In  ad d ition  to lo a n s  and acqu is ition s e xp re ss ly  a u th o riz e d  by ll i i s  ch ap te r , a state b an k
22 m ay i le a l in , u n de rw rite , am i invest in f o r  its ow n  accoun t

25  ( I )  d irect o r  gu aran teed  o b lig a t ion s  o f  the U n ite d  S ta te s , c ith e r d ire c t ly  o r  in  d ie
id  fo rm  o f  secu rities  o f ,  o r  either in te rests In . nn op en -en d  m anagem en t typ e  in vestm en t c om pan y
25 o r  investm en t trust reg iste red  u n de r 15 U .S .C . 8 0a -1  -  8 0 a -6 d  ( In v e s tm en t C om p an y  A c t o f
i f i  1 9 1 0 ) . i f

2 7  (A )  ihe p o n fo l i o  o f  the investm en t c om p a n y  o r  in v estm en t trus t Is lim ited
28  m  ob lig a t io n s  o f  the U n ited  Stutes g o ve rnm en t and rep u rch a se  ag reem en ts fu l ly
29  c o l la te ra liz e d  by the o b lig a t io n s ; and

5 0  (11) ih e  in vestm en t c om p a n y  o r  investm en t tn is t la k es  d e liv e ry  o f  the
31 c o l la te ra l d ire c t ly  o r  th rough  an a u th o rize d  cu stod ian ;
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C h a p te r  U1J
( 2 )  g e n e ra l o b lig a t io n s  o f  l lie  S ta le  o f  A la sk a  an il its p o li t ic a l su b d iv is ion s ;
( J )  gencut! o b lig a lio n s  o f  n s ta le  o f  llt e  Un ited  S ta le s  o r  its p o lit ic a l su b d iv is ion s ;
( I )  rev enue  o b lig a lio n s  o f  (lie  S ta le  o f  A la sk a  o r  i ls  p o lit ic a l su b d iv is ion s  sub ject 

u  the li in i la liu n  o f  (b )  o f  th is sec iion ;

( 5 )  re v enue  o b lig a lio n s  o f  a sta le  o f  l l ie  U n ited  S la te s  o r  its p o lit ic a l su b d iv is ion s  
sub jec t lo  l l ie  lim itn lio ii o f  (b )  o f  l l i i s  sec iion ;

( 0 )  ob lig a tio n s  o f  in s liu u ic u la li lie s  o f  the U n ited  S ta le s  gove rnm en t in c lu d in g , but 
no t lim ited  lo  P cd e ru l In te rm ed ia te  C red it B a n k s , fe d e ra l L a nd  H anks, ( lie  f e d e r a l N a tio n a l 
M o rtgag e  A sso c ia t io n , nnd B a n k s  fo r  C oop e ra tiv e s ;

( 7 )  c om m e rc ia l pnper o f  p rim e  o r  eq u iva len t q u a lity  as ra ted  by  a tcc tu , sized 
na tiona l ta rin g  se rv ic e  sub jec t to  (lie  lim ita t ion  o f  (b )  o f  th is sec tion ;

(B )  secu red  co rpu rn te  ob lig a t io n s  rated w ith in  the three h ighest g rades o f  a 
na tiona l ru lin g  s e rv ic e  sub ject to  the lim ita t ion  o f  (b )  o f  lli is  sec iion ;

19 ) o b lig a t io n s  o f  the In te rn a tion a l B a n k  fo r  R econ s tru c tio n  and D e v e lo pm en t , the 
ln tc r-A u ic r icu n  D e v e lo p m en t B a n k , o r  the A fr ic a n  D eve lo pm en t B a n k , sub jec t lo  the lim ita tion  
o r  (h )  o f  th is se c tion ;

(1 (1 ) s lo c k  in the fe d e r a l N a tio n a l M o itg ng e  A ssoc ia t ion , a f e d e r a l R e se rv e  B a n k , 
o r  u fe d e ra l H om e  L o a n  Bankg

( I I )  l l i e  s lo e It  s . b o n d ? , n n d  o i l i e r  s e c u r it ie s  o f
(A )  n co r n n rn llo i t  lic e n s e d  u n d e r  A S  1 0 .1 3 ; o r  
( P I  a  c o r p o r a t io n  n l lc m n l ln g lo  b e com e  lic e n sed  u n d e r  A S  1 0 .1.t i f  the 

c n r iK i r n l lo n  In te n d s  lo  u se  l l t e  p ro c e e d s  l o  f u l f i l l  ( l ie  In s k s  n e c e s s a ry  lo  lic c um c  
lic e n sed  u n d e r  A S  1 0 ,1 3 .

' S e e . 4 .  A S  0 f i .0 5 .2 7 0 (b )  is  am ended  lo  read :
(b )  A state ba tik  ntay no t un de rw rite  o r  In v est fo r  its ow n  accoun t an  am oun t e.scccdiug 

15 percent o f  i ls  c om b in ed  c ap ita l, su rp lu s  and un d iv id ed  p ro fits  in  nny on e  issue u f  secu rities 
a u th o rize d  in (u ) ( - l )  and ( 5 )  o r  th is sec tion  o r  w ith  an y  on e o b lig o r  o f  the secu rities  au tho rized  
In ( a ) ( 7 ) ,  (R ) j |A N D |  ( 9 ) , a n d  ( I I )  o f  Ib is sec tion .

1 S e e . 5 .  A S  0 0 .1 5 .2 4 0  is  am ended  to  read :

S ec . 0 6 .1 5 .2 4 0 .  IN V E S T M E N T S  A U T H O R IZ E D . Su b jec t lo  the p to v is io n s  o f  this 
ch ap te r m id reg u la t io n s  under th is ch ap te r, n m u tu a l b ank m ay invest in
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I ( I )  it lt lic u lio n s  o f  the U n ited  S ta tes and those fu r  w h ich  the fa ith  o f  Ih e  U n ited
I  S i.n e s  is  p ledged  in  p ro v id e  fo r  the paym ent o f  the in te rest and p rin c ip a l, o b lig a t io n s  f o r  w hich
.1 an nua l t o u i i i lu i i in n s  to  lie  pa id  u n d e r  | l ' l ) l t S U A N T  T O ]  con trac t b y  th e  U n ite d  S ta tes
I g o ve rnm en t o r  an y  o f  its  in s trum en ta lit ie s  in acco rdance  w ith  an A ct o f  C on g re s s  en tit le d  the
5  "H ou s in g  A ct o f  l ‘J I '7 ,"  a re  p ledged  as secu rity  fo r  the paym ent o f  the in te rest nod  p rin c ip a l, and
6  o b lig a t io n s  o f  any ag ency o f  the U n ited  S la te s ;
7 ( 2 )  o b lig a t io n s  o f  un y state o f  the U n ited  S ta tes and those  f o r  w h ich  the fa ith  o f
H an y sta le  o f  the U n ited  S ta tes is p ledged  to p ro v id e  f o r  Ihe paym ent o f  the in te rest am i p rin c ip a l;

(.1 ) o b lig a t io n s  o f  a c ity , v i lla g e , tow n , cou n ty , d c p u r lio c n l, ag ency , d is tric t, 
I I I  a u th o rity , c om m is s io n  o r  o th e r p u b lic  b od y  o f  an y  state o f  the U n ited  S ta te s , sub jec t to  the
I I  e x e rc is e  o f  the sam e d eg ree  o f  ca re  and p rudence that pe rson s p rom p ted  b y  s e lf- in te re s t  g e n e ra lly
13 e xe rc ise  in th e ir ow n  a ffa ir s ;
I I  (-1) an y  p ro p e rty  im p rovem en t no te issued unde r the p ro v is io n s  o f  T i t le  I o f  the
1 I N a tio n a l H ou s in g  Act and  uny o th e r  rea l p rop e rty  im p rovem en t n o te  in n p r in c ip a l am oun t not
15 in exc e ss  o f  1 1 5 .0 0 0 , not in c lu d in g  interest;
16 ( 5 )  o b lig a lio n s  o f  ih e  D om in io n  o f  C anada o r  p ro v in c e s  o f  tlte  D o m in io n  o f
17 C anad a  p a yab le  in U n ited  S la te s  fu n d s ;

I I I ( 6 ) ih e  s to c k s , h a n d s , n n d  o i l i e r  s e c u r it ie s  o f
I '> (A l  a c n m o rn t ln n  lic e n sed  u n d e r  A S  1 0 .1 3 ; n r
3 0  ( I I )  n c o r p o r a t io n  n l le in n t ln g  l o  b e com e  lic e n sed  u n d e r  A S  1 0 .13 I f  l lt e
3 1 f o r i u i r n l ln n  in te n d s  l o  u se  l l t e  p ro c e e d s  In  f u l f i l l  Ih e  li t s k s  n e c e s s a ry  In  b e c om e
2 3 l ic en sed  u n d e r  A S  1 0 ,1 3 .

33 • S i t .  fi. A S  0 6 .2 5 .1 7 0  is am end ed  to  rend :

M  See . 1 16 .25 .170 . P U R C H A S E  A N D  SA 1 .E  O P  S E C U R IT IE S .  A Im s t c om p an y  m ay
35 pu rcha se , invest in  and s e l l s to c k s , b i l ls  o f  exch ange , b onds and m o rtgag es nnd o th e r secu rities .
36  W hen  m on ey  o r  secu rity  f o r  m o t.c y  is b o rrow ed  o r  re c e iv ed  on  d ep o s it , o r  f o r  in v es tm en t, the
37  b onds o r  ob lig a tio n s  o f  the trus t c om pan y  m ay  he g iv en , but it m ay  no t issu e  b i l ls  to  c irc u la te
3K as m on ey . In  Ib is  s v i l i n n . " s lo c k s ,  h i l ls  o f  e x c h an g e . I in n i ls . inn rle ttL 'cs . n n d  o i l i e r  s e c u r it ie s "
2 'l in c lu d e  th e  s lin  k s , h i l ls  o f  c v c lia n ite. h n tid s . tn n r lc n E fS . n n d  o t h e r  s e c u r it ie s  o f
311 ( I I a r i i r n n r n l lm i  lic e n sed  u n d e r  A S  1 0 .1 3 : n r

31 ( 3 1 n c n r t in r a l ln n  n l lc m n lln L ’  lo  b e com e  lic e n sed  u n d e r  A S  1 0 .1 3  I f  Ih e

Chaplcr 133

CSSSlin 536IPIN) am S



I c iirn m  n li im  in lc i i tls  l o  u se  l l i e  n ro c c e d s  lo  f u l f i l l  H ie ta s k s  n e ces s a ry  lu  b c c iim c  lic c n scil
. 2 u n i l i t  A S  1 0 .1 3 .

.1 *  S e e . 7 . A S  1 )6 .3 0 .6 1 0  Is tim ciidcd (o  ecntl:

•I S e e . 0 6 .3 0 .6 1 0 . IN V E S T M E N T S  IN  S E C U R IT IE S . A h a sso c ia tion  m a y  in vest in the
5  fo llo w in g  secu rities :

6  ( I )  o b lig a t ion s  o f ,  o r  guninntccd as to  p rin c ip a l anti in te rest b y , l l ie  U n ite r l Sta tes
7  o r  l l i i s  state w ithou t lim ita tion ;
H ( 2 )  s tock o f  a Fede ra l H om e  L o an  l la n k  o f  w h ich  it is e lig ib le  to  l<c a m cm lre i
9  nnd i l l  o b lig a lio n s  o r  con so lid a ted  o b lig a lio n s  o f  an y  F e d e ra l I Io n ic  L o an  H ank ;

I I I  ( 3 )  s toc k  o r  o b lig a lio n s  o f  tire F ed e ra l S a v in g s  and L o an  In su ran ce  C o rp o ra t io n ;
11 ( - I )  s tock  o r  o b lig a lio n s  o r  a  na tion a l m o rtgag e  a ssoc ia tion  o r its successo r;
12 ( 5 )  d em and , lim e , o r  sav in g s  depos its  w ith a bank o r bu st c om p an y  w hose
I J  d ep os its  m e  in su red  by tire F e d e ra l D ep o s it  In su ran ce C o rp o ra t io n ;
H  ( 6 )  s tock o r  o b lig a t io n s  o f  any c o rp o ra t io n  o r  ag ency  o f  the U n ited  S ta tes o r  ll i is
15 state , o r  In d ep o s its  o f  l l t e  c o r p o r a t io n  o r  ag ency  I 'F l lE U E W IT I  l |  to  tire e.stcnt that die
16 c o rp o ra t io n  o r  ng cncy n ss is ls  In  fu rth e rin g  o r  fa c ilita t in g  d ie  a s so c ia t io n 's  pu ip o sc s  o i p ow c is ;
17 ( 7 )  snv ings accoun ts o f  an  a ssoc ia tion  op e ra tin g  under th is c h ap te r and o f  a
IK  fed e ra l sav ing s  nnd lo a n  a ssoc ia tion ;
19 (K ) ev idence o f  Indebtedness that is a  genera l o b lig a t io n  o f  n c ity , tow n , v i lla g e ,
2 0  s c h o o l d is tric t, o r  o i lie r  m u n ic ip a l o r  p o lit ic a l sub d iv is ion  o f  l l i i s  s ln ic ;
21 ( 9 )  o i lie r  s to c k s , secu ritie s ! o r  ob lig a t io n s  that the c om m is s io n e r n p p io v c s  and
2 2  p laces on  a pu b lish ed  lis t ; an a ssoc ia tion  in vesting  in secu rities lis ted  by  d ie c om m is s io n e r is nut
2,1 req u ired  lo  d isp o se  o f  die secu rities  i f  at n In te r tim e the c om m is s io n e r rem ov e s  the secu rities
23  f ro m  d ie  l i s i ;
2 5  ( 1 0 )  th e  s lo c k s ,  b o n d s , a n d  o i l i e r  s e c u r it ie s  o f
2 6  (A )  n c o r n o r a l lo .  lic e n sed  u n d e r  A S  1 0 .1 3 : o r
2 7  ID ) n c o r p o r a t io n  a lt c i im t ln e  to  b e c om e  lic e n sed  u n d e r  A S  1 0 .1 3  i f  the
28  c i i r n n rn l ln i i  In te n d s  to  use th e  p ro c e e d s  l o  f u l f i l l  th e  tn sk s  n e c e s s a ry  lo  Ih c i i i i ic

2 9  lic e n se d  u n d e r  A S  1 0 .1 3 .
JO  *  S e e . 8 . A S  0 6 .4 5 .1 )6 0 (7 )  Is am ended  lo  rea d :
31  ( 7 )  invest i ls  fu n d s

Chapter I.'.'
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Chapter 133

1 (A )  in lo a n s  e x c lu s iv e ly  lo  m em be rs :

2 ( I I )  in ob lig a tio n s  o f  the U n ited  S la te s  o r  secu rities f u l ly  g u a ran teed  as to
3  |>rincip:il and in te rest b y  the U n ited  S ta tes ;
'■ (C )  in lo a n s  to  o i l i e r  c red it un ion s in l l i e  to ta l am oun t no t exceed ing  2 3
5 pe rcent o r  its p a id -in  and u n im pa ired  cap ita l and su rp lu s  In a cco rd ance  w ith  reg u la tio n s
A adop ted  by  ll ie  c om m is s ion e r ,
7 ( D )  in  sha res o r  accoun ts o f  sav ing s and  lo a n  a sso c ia tio n s  o r  m u tua l
H sav ing s b anks  that a rc  in su red  b y  the fe d e r a l S a v ing s  and L o a n  In su ran ce  C o rp o ra t io n
9  o r  the fe d e r a l D ep o s it In su ran ce  C o rp o ra t io n ;

I I I  <C) in ob lig a t io n s  issued  by  b anks  f o r  c o o p e ra t iv e s , fe d e ra l lan d  b anks ,
11 fe d e ra l im c iiu e d in le  c red it banks , fed e ra l h om e  lo a n  bu nks , the F e d e ra l H om e  L o a n  D ank
12 H oa rd , o r  a c o rp o ra t io n  designa ted In 31 U .S .C . 9 1 0 1  us a w h o l ly  ow n ed  fed e ra l
L I  g ove rnm en t c o rp o ra t io n ; in o b lig a t io n s , p a rtic ip a tion s , o r  o th e r in s trum en ts  o f  o r  issued
I I b y  o r  fu l ly  guaran teed as lo  p rin c ip a l and In te rest b y  the F e d e ra l N a t io n a l M o rtg ag e
15 A ssoc ia tion  o r  the G ov e rn m en t N a tiona l M ongu g c  A sso c ia t io n ; in m o n g o g e s , o b lig a lio n s ,
IA o r  o th e r secu rities t l i a l  | \ V I I I C I I |  are  o r  have  been s o ld  b y  the F e d e ra l H om e  L o an
17 M o rtg ag e  C o rp o ra t io n  u n de r 12 U .S .C . M 5 4  n r  12 U .S .C .  I 3 5 5  (F c d c rn l H o m e  L o a n

IH M o r tg a g e  C o rp n r a l in n  A c l )  IS E C S . 3 0 5  O R  3 0 6  O F  T H E  F E D E R A L  H O M E  L O A N

I ,J M O R T G A G E  C O R P O R A T IO N  A C T |; o r  in o b lig a t io n s  o r  o th e r in s trum en ts o r  secu rities
2 0  o f  the Studen t L o an  M a rke tin g  A ssoc ia tion ;

2 1 ( F )  in p a rtic ip a tion  ce rtific a te s  e v id en c in g  b e n e fic ia l in te res ts  in
22 o b lig a t io n s , o r  in the righ t to  rec e ive  in te rest and  p rin c ip u l c o l le t  Io n s  f ro m  o b lig a lio n s .
2 3  j l t a l  | W l I lC l1 1  lu ivc  been sub jec ted  by  on e o r  m o re  fed e ra l ag enc ies to  a trus t o r  trusts
23 f o r  w h ich  an e xe cu tiv e  d cp anm en t, ag ency , o r  in s trum en ta lity  o f  the U n ited  S la te s  o r  its
25  head has l>ecn nam ed  to  act as m is ice ;

2A (G )  in sh a re s o r  depos its  o f  a cen tra l c re d it u n ion  in w h ich  such
27 in vestm en ts are a u th o rize d  b y  the boa rd  o f  d ire c to rs  o f  llt e  c red it u n ion  m a k in g  the
2N investm en t;

2'* ( I I )  In  sha res , sha re c e n if ic a le s , o r  sha re  d ep o s its  o f  fe d e ra lly  In su red
5 II c re d it un ions ;

I I  ( I )  in  the sh a re s , stocks , o r  o b lig a t io n s  o f  a n o th e r o rg an iza t io n  p ro v id in g
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C ltn p te r  1 3J
s e rv ic e s  thru a te  assoc ia ted  w ith the rou tin e  op e ra t ion s  o f  c red it u n ion s , up lo  o n e  percent 
o f  the to lttl p a id - in  and  un im pa ired  cap ita l nnd su rp lu s  o f  the c red it u n ion  w iiti the 
a p p ro v a l o f  the c om m is s io n e r ; |A N D |

( J )  in  the cap ita l s tock  o f  the N a tion a l C red it U n io n  C en tra l L itp iid ity
Pn cH tly : n n d

I K )  lit th e  s lo c k s , b o n d s , a n d  o i l i e r  s e c u r it ie s  o f
( I )  a  c o r n o r a l i o n  lic e n sed  t in d e r  A S  1 0 .1 J ;  n r  
( i l )  n- c o r p o r a t io n  n l lc i i ip llr t is  l o  b e c om e  lic e n sed  u n d e r

A S  1 0 .1 3  i f  l l i e  c o r p o r a t io n  In te n d s  l o  u*c li re  p ro c e e d s  l o  f u l f i l l  th e  ta sk s  
n e c e s s a ry  t o  b e c om e  lic e n sed  u n d e r  A S  1 0 .1 3 ;

* S e e . 9 . A S  3 7 . l l l . ( IR 5 (n )  Is am ended  lo  read ;

(u ) E xcep t us p ro v id e d  in  ( c )  o r  ( d l  o f  th is sec iio n , n e ith e r the state n o r a p o lit ic a l 
sub d iv is ion  o f  the s ta le  m a y

( I )  m a k e  a sub sc rip tion  lo  the cap ita l s toc k  o f  a c o rp o ra t io n ;
1 2 ) le n d  i ls  c red it fo r  Ihe use o f  a c o rp o ra t io n ; o r  
(.1 ) b o r row  m on ey  fo r  the use o f  n c o rp o ra tio n .

* S e e . 10. A S  3 7 .1 0 .0 8 5  Is  am ended  by ridd ing a new  sub sec tion  to  read :
(d )  T h is  sec tion  d oes no t a p p ly  lo

( 1 )  the f in a n c ia l assistance p ro g ram  estab lish ed  under A S  3 7 .1 7 .2 0 0  - 3 7 .1 7 .3 9 0 ;
o r

( 2 )  In vestm en ts  o f  the asse ts o f  the pu b lic  em p lo y e e s ' re tirem en t sy s tem  
estab lished  under A S  3 9 .3 5  o r  llte  teachers ' re tirem en t sys tem  estab lished  un de r A S  Id .2 5 . to  the 
ex ten t llte  in v estm en ts  a re  m ade in  the s lo c k s , b onds , and o th e r secu rities  o f

(A )  a c o rp o ra tio n  lic en sed  under A S  1 0 .1 3 ; o r
( f t )  a c o rp o ra tio n  attem pting  to  b ecom e lic en sed  under A S  1 0 .1 3  i f  the 

c o rp o ra t io n  in tends to  use the p roceed s to  fu l f i l l  Ih e  tasks necessitry  to  b ecom e lic e n sed  
under A S  1 0 .1 3 .

* S e e . I I ;  A S  3 7 .1 7 .0 1 0 (b )  is am ended  to  rend:
( b j  T h e  p u rp o s e s  (P U R P O S E ) o f  the fo u n d a tio n  g r e  | I S |  lo

( 1 )  p rom o te  nnd enhance th io ugh  ba s ic  and ap p lied  rc scn ich : e c o n om ic  
d e ve lopm en t nnd  te c h n o lo g ic a l In n ova tion  in  A la sk a ; p u b lic  h c a lt li ; te le c om m un ic a tio n s ; and

- 3 7 -  C S S S l i n  5 J f i ( l : IN )  a m  S
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FISCAL NOTE
STATE OF ALASKA BILL NO. HB14
1993 LEG ISLATIVE SESSION
R e v is io n  D a is : A p r i l  1 ,  1 9 9 3 D e p L  A f fe c t e d : R e v e n u e
T id e : A p p r o p r i  a t i o n  f o r C a p i t a l i z a t i o n 0011' A K  f ? o - !  R T s r h F t iA +  n

o f  t h e  BIDCO F u n d C o m p o n e n t : AJK S c i  & T e c h F n d tn
S p o n s o r : B e t t y e  D a v is
R e q u e s to r :

------B o t t y a  D a v is ----------- C O M P O N E N T  S E R IA L  N O . 1009

Expendilurea/Ravenueo: (Thousands ot Oollars)
O P E R A T IN G F V 9 d F Y 9 5 F Y S 0 F Y 9 7 F Y 9B F Y 8 9
P E R S O N A L  S E R V IC E S
'  .W V E l
C O N T R A C T U A L
S U P P L IE S
E Q U IP M E N T
LA N D  4  S T R U C T U R E S
G R A N T S . C L A IM S
M IS C E L L A N E O U S

1. i
J ,0 0 0 .0 o 3 ,u o ( j .? d 4 , 0 0 0 . 0 ?

iT O T A L  O P E R A T IN G 3 r 0 0 D . U 0 3 ,000 .00 4 , 0 0 0 . 0 ? ..

C A P IT A L

13,000 . 0 0  !3.,QOO,00(: 4 , 0 0 0 .4)9IREVENUE FUND SOURCE:

FUNDING: (Thousands ol Dollars)
1C02 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Proqram Receipts
1006 GF/MHTIA
other S c i^ T e c h  E ndow m ent 3 . 0 0 0 . 0 0 3 , 0 0 0 . 0 0 4 , 0 0 0 . Of 1- __ xni.oincTOTAL .. J, .iU- b , 0 0 0 . 0 0 3 - 0 0 0 . 0 0 4 . 0 0 0 . Of 1
POSITIONS:
F U L L -T IM E
P A R T -T IM E
T E M P O R A R Y
Estimate ct current year (FY93) impact: i  N /A

A N A L Y S IS :  (A tta c h  a  s e p a r a t e  p a g o  if n e c e s s a r y )

S e e  A t t a c h e d  A n a l y s i s

P re p a re d  b y : V f e t t e r * - ' C  p h o n a :  ( 9 0 7 )  2 7 2 -4 3 3 3
Division: \ s ^ _ 3 ^ c j j ^ 5 c e ^ A ^ p h n o l o g y  F o u n d a t i o n  Date: 4 / 1 /9 3
Aoproved hy Commissioner: S 7 A J /  Z __________________    :_____ °»“ ; f y / f S
Agency: ^ je p a x tm e n t  o f  R e^gfaue

P R E P A R E R  T O  P R O V ID E  A L L  O tS T R IB U T lO N  C O P I E S  T O  G O V E R N O R 'S  L E G IS L A T IV E  O F F IC E  
F o r  f u r t h e r  d l a l r i b u t i a n  In f o rm a t i o n  c a l l  I h e  G o v e r n o r ' s  L e g i s la t i v e  O f f i c e

(flM UflRI M!aiu uuOSR PagO )  OI
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Analysis 
Assumptions:

That the appropriation of $3 million &om fund 1025/51375 will not severely impact the 
operations and granting capacity of ASTF. This is true only if additional legislative 
appropriations of ASTF funds do not occur. It is impossible to predict the outcome of other 
pending legislation. If additional legislation does not pass, under the expenditures outlined in 
this fiscal note, ASTF could fund the B1DCO capitalization over a three-year period and 
maintain ASTF grants and operations form ASTF endowment income.

This presumes that no other appropriations are made from the endowment earnings other than 
those requested for ASTF operating and grants and that the ASTF endowment, upon which 
interest income is dependent, is not reduced from its current level of $101,037,OCX). There are 
currently other bills pending which would appropriate funds from the ASTF endowment 
earnings.

Program Summary
1. This fiscal note docs not fund any additional positions.

2. This fiscal note does not justify major expenditure items.

3. The basis for the estimate of available ASTF interest income is based on current
earning activities of the fund based on an endowment of $101,037,000. Using 
the high projections supplied by the Alaska Permanent Fund Corporation, ASTF 
will have $5 million in interest income available on July 1, 1993. The high 
projection for earnings on the ASTT endowment for FY94 is $8 million. This 
results in a total interest income of $13 million through FY94. The ASTF FY94 
budget request for operating and grants expenses is $9,609,000; this would leave 
an approximate balance of $3,400,000 in interest income generated through 
FY94.

There are currently other bills pending which would appropriate funds from 
ASTF endowment earnings, further depleting endowment earnings and the interest 
earning capabilities of ASTF.

4. Section Cost Analysis—The total cost of HB14 is $3,000,000 in FY94,
$3,000,000 in FY9S, and $4,000,000 in FY96. Total cost during FY94 is limited 
to $3,000,000.

Economic Impact—This revised fiscal note is offered as a way to capitalize the 
BIDCO fund without seriously impacting ASTF’s ability to award grants and 
conduct business in FY94, FY95, and FY96. If other legislative appropriations 
pass which utilize ASTF endowment income, the potential impact would be that 
ASTF could not award giants in FY94, the basic mission of the foundati 'n, and 
the current operating expense of the foundation would be seriously jeop—Jized.

BUDGHT-JUM BAUJISCAU -NAR M /01/93





POSITION PAPER 
DEPARTMENT OF ADMINISTRATION

Bill Number : HB 19 L&C Contact: Karen Boorman, Executive Director
Alaska Public Offices Commission

Phone: 276-4176 Date: March 4, 1993
Bill Title: “An Act * jg  to election campaigns, regulation o f lobbying, conflict o f interest, 
and the Alaska Puuuc Offices Commission; and providing for an effective date."
This bill, if enacted, would:

a) exempt candidates’ campaigns of under $1,000 from reporting requirements;

b) limit how campaign funds may be disbursed;

c) prohibit use of public funds by state agencies or municipalities to support or oppose an 
election or ballot proposition;

d) prohibit certain uses of campaign funds;

e) allow APOC to adopt regulations for identification of communications;

f) put time limits on fund raising of legislative candidates;

g) change due date of year-end reports to February 15 and require zero reports;

h) close a 2 day reporting gap;

i) expand civil penalties for the Campaign Disclosure, Lobbying and Conflict of Interest 
Laws;

j) reduce the number of lobbying reports required to be filed or prepared; 

k) prohibit lobbyists from using state property;

1) require candidates for the legislature to disclose additional information on some sources 
of income and loans.

The Commission generally supports this legislation. Comments are limited to those sections 
where the Commission has suggestions or concerns.

<V --------
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Section 1. AS. 15.13.040(a)(3). The Commission suggests contributions in excess of $100 in 
the aggregate be raised to in excess of $250 ($100] in the aggregate in order to be consistent 
with individual contributor reporting requirements.

, AS 15.13.040(b)(2). The Commission requests that reporting threshold for contributions to 
groups be raised from "in excess of $100" to be "in excess of $250." (b) Each group shall 
make a full report upon a form prescribed by the commission, listing (1) the name and 
address of each officer and director; (2) the aggregate amount of all contributions make to 
it; and, for all contributions in excess of $250 [$100] in the aggregate a year, the name, 
address, principal occupation, and employer of the contributor, and the date and amount 
contributed by each contributor; and (3) the date and amount of all contributions made by 
it and all expenditures made, incurred, or authorized by it.

The Commission requests the addition of a new section AS. 15.13.040(h) which would reduce 
the reporting requirement on accrued expenditures, (h) Accrued expenditures that in the 
aggregate total $1,000 or less a year per payee or account need not be included in the report 
of expenditures required under (a) and (b)(3) of this section. However, if an unreported 
accrued expenditure is not paid within 90 days after it is incurred, it becomes a contribution 
and must be reported as required by this section and AS.15.13.110. For purposes of this 
subsection, "accrued expenditures" means expenses incurred but not yet paid.

Section 4. AS. 15.13.042(b). The Commission believes 60 days may be too short a period of 
time to close out an active or large campaign and suggests 120 days.

AS. 15.13.042(b)(9). Does this provision allow a candidate to transfer funds to any 
candidate’s legal defense or election challenge fund or only his or her own?

AS. 15.13.042(d). The Commission requests clarification on subsection (d). This subsection 
states that nonmonetary assets of up to $2,500 may be kept by a candidate if the candidate 
is not a member of the legislature. Is this for personal benefit or future campaign use? If 
the candidate is a member of the legislature, are they prohibited from keeping nonmonetary 
assets or is there no limit to what can be kept?

The Commission requests amendments to AS. 15.13.070(b) and (c) as follows:

(b) A contribution over $250 [$100] may not be made in cash or by cash payment unless a 
written receipt is obtained and filed with the commission.

(c) An expenditure over $250 [$100] may not be made in case or by cash payment unless 
a written receipt is obtained and filed with the commission.

Section 5. AS. 15.13.077. The Commission does not support this provision for several 
reasons:

2



a. The Commission anticipates that significant time and energy will be spent in complaints 
and reviewing the content of campaign literature to determine if it is in support or 
opposition to a ballot proposition and is factual.

b. It is unclear as to who will be punished and how, if this provision is violated. Will one 
state agency pay another a fine, for example? This would seem to only reallocate state 
general funds.

c. Current regulation 2 AAC 50.360 requires municipalities, including school districts, to 
report funds spent when a municipality seeks to influence the outcome of an election. State 
entities are not required to report public funds spent.

d. The current emphasis of the statute and regulations is disclosure of information. If a 
prohibition on the use of public funds is necessary, the Commission requests that it be 
limited to funds to support or oppose the election of a candidate.

Section 7. AS. 15.13.100. The Commission is unclear as to what problem this amendment 
would correct. If the amendment is accepted the title will need to be changed to 
Contributions And Expenditures Before Filing.

Section 8. AS. 15.13.102(6). This section prohibits the use of campaign funds to pay fines 
incurred as a candidate unless it is as a result of another person acting on behalf of the 
candidate under circumstances where "the candidate did not know of those actions." 
AS. 15.13.060(f) assigns responsibility to a candidate for performance of a treasurer if "the 
candidate knew or had reason to know of the default or violation." The Commission 
believes the standard for determining responsibility should be the same in both cases.

Sec. 15.13.104(d). The Commission believes that determining whether liabilities exceed 
assets in a candidate’s campaign treasury on the day of the election may not be realistic. If 
the purpose is to limit fund-raising after the election, except to expunge debt, perhaps fund­
raising should be limited to the amount of the debt and the determination of debt be tied 
to the due date of the 10 day post election report.

Section 24. AS 39.50.020. Legislative directors should be deleted from this section of the 
Conflict of Interest Law as they are now covered under the financial disclosure requirements 
of AS.24.60.200.

Section 26. AS 39.50.030(b)(1). The Commission believes the threshold for reporting 
sources of income should be raised from over $100 to over SI000. If changed, this would 
be consistent with requirements for legislators and legislative directors under AS.24.60.200. 
Legislators and legislative directors are covered under AS.24.60.200 and should be removed 
from 39.50.030(b)(1). Line 3, page 16 should read... the amount of income received from the 
source, not by the source.

3



Current law requires that candidates for the legislature and other filers, (governor, It. 
governor, executive branch officials, judicial officers, boards & commission members, and 
municipal officials) except incumbent legislators and legislative directors file Conflict of 
Interest Statements naming sources of income over $100. Incumbent legislators must report 
under AS.24.60.200 more detailed information about sources of income over $1000 and in 
some cases, the amount of income. As proposed AS.39.50.031(b) would create a third 
category of filer, a non-incumbent candidate for the legislature. Although the intent of this 
amendment appears to be the establishment of consistent standards among candidates for 
the legislature it would actually create two standards for legislative candidates and result in 
three financial disclosure manuals, three sets of forms and most likely cause confusion 
among all filers. In addition, the added disclosure requirements for non-incumbent 
legislative candidates may discourage new candidates from running.

AS.39.50.030(b)(6), page 16, line 24. The Commission recommends raising the threshold for 
reporting loans from more than $500 to more than $1000. This would then be consistent 
with legislative ethics financial disclosure under AS 24.60.200(3). Legislators and legislative 
directors should be deleted from this section as they are similarly covered under 
AS.24.60.200. As previously stated, the inclusion of candidates for the legislature in this 
section creates a third category of filer for reporting loans thereby increasing the complexity 
for filing and administration of the requirements.

AS.39.50.030(b)(9)(B). This description of gift is an improvement over no description in the 
current statute but includes a provision (9)(B) which is inconsistent with AS.24.60.200(4) the 
reporting of gifts by legislators. Since AS.24.60.200 includes by reference the reporting 
requirements of AS.39.50.030, the commission recommends deleting (9)(B) or amending 
AS.24.60.200(4) to avoid conflicting statutory requirements.

Section 27. Delete this section it legislators and legislative directors are removed from 
AS.39.50 as they are covered by AS.24.60.200 and candidates for the legislature are not 
required to file at the same standard as incumbent legislators.

Section 33. AS.39.50.200(a)(7). The definition of legislative directors can be deleted as 
legislative directors file financial disclosure statements under AS.24.60.200. Also, this 
definition is not consistent with the definition of legislative director in AS.24.60.990(a)(9).
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F I S C A L  N O T E

S T A T E  O F  A L A S K A

1 9 9  3 L E G I S L A T I V E  S E S S I O N

R e v is io n  O n to : ________________________________
An A c t  r e l a t i n g  t o  e l e c t i o n

c a m p a ig n s ,  r e g u l a t i o n  o f  l o b b y i n g ,  c o n f l i c t  o f  
i n t e r e s t ,  a n d  t h e  A PO C .________ _______________________

S p o n s o r : F i n k e l s t e i n ______________________
R eq u e s to r :

Deportment Affected: A d m in i s t r a n 'o n _________
ER U : A la s k a  P u b l i c  O f f i c e s  C o m m is s io n ________
C o n ip o n o n t :  A la s k a  P u b l i c  O f f i c e s  C o m m is s io n

C O M P O N E N T  S E R IA L  N O

E X P E N D IT U R E S /R E V E N U E S : (T b o u s o o d s  o f  D o f la r s l

O P E R A T IN G
P E R S O N A L  S E R V IC E S
T R A V C .
C O N T R A C T U A L
SU PPL IE S
E Q U IP M E N T
LA N D  & S T R U C T U R E S

G R A N T S , C L A IM S
M IS C E L L A N E O U S
T O T A L  O P E R A T IN G

C A P IT A L

R E V E N U E  
F U N D  S O U R C E

F U N D IN G : (T h o u s a n d s  o f  D o D o rs )

G EN ER A L  F U N D

F ED ER A L  F U N D S

O T H E R
F U N D  S O U R C E
T O T A L

P O S IT IO N S

PA RT- T IM E
T E M P O R A R Y

E s t im a te  o f  c u r r e n t  y e a r  im p a c t :  0_

A N A L Y S IS :  (A tta c h  o s o p o ra ta  p a g e  if  n e c e s s a ry .)

See Attached Narrative

Karen Boorman. Execnffvp nir^tnrP re p a re d  B y :
D iv is io n :  Alaska Public Offices Commissioi.

A p p ro v o d  b y  C o m m is s io n e r :  N an c y  Rp-a r _ U s
A g e n c y : Administration

P h o n e :  (907^1 77A-A12/L  
D a te :  M a r c h . ■ 1993 .

D a to : 3 / ^ / / y  3

( h «  n r « n a r « r > :  L o a .  F i n . .  L o o k U t i v o  S p o r w o f .  R * q u * « t o r .  O M B / D B R .  G o v .  L o o k .  O f c . ,  &  Im p a c t o d  A g e n c y ( i « « ) .



FISC A L NOTE

STATE O F ALASKA  
1993 Legislative Session

B IL L  NO H B 1 9 L & C

H B 19 
APOC Estimated Costs 

F Y  95 
(July, 1994 - June, 1995)

Personnel:

Associate Coordinator-Range 18A (Begin Jan., 1995)
* Regulations Specialist II-Range 16A (Begin July, 1994) 

Clerk IV--Range 9A - Juneau (Begin Jan., 1995) 
(Upgrade from Clerk III, six months)

Travel:

Training

$ 29,654
52,134 
9,054

$ 90,843

$ 3,000

Contractual Services:

* Notice and printing of proposed regulation 
Training material $ 2,500

** Legal Fees

Hearings, Witness Fees, Subpoenas, Transcripts 

Equipment:

* Computer equipment

$ 10,000

$ 1,200

* Funding for Regulations Specialist, notice and printing for regulations, and equipment is for FY ’95
only.

** Complaint investigation funds (legal fees) will be necessary beginning in FY '96.

Personal Services projected to increase at 3 percent per year for merit increases.



FISCAL N O T E

STATE O F  ALASKA BILL NO. H B  19
1993 LEGISLATIVE SESSION

This bill includes several provisions which will create new prohibitions on campaign finance 
activity by State and municipal candidates. It also establishes new financial disclosure 
requirements for some public officials. The Alaska Public Offices Commission (APOC) will 
administer these provisions and investigate and adjudicate alleged violations. This bill also 
expands the scope of civil penalties for three of the laws APOC enforces, makes year-end 
reports mandatory and closes a two-day reporting gap before elections.

The campaign fiance provisions restrict the ways surplus funds may be disbursed, allow for 
establishment of legal defer.:e and election challenge funds, impose time limits on fund 
raising, restrict the use of public funds to influence the utcome of elections and limit 
campaign activity by cand'dates with respect to lobbyists. he lobbying provisions restrict 
lobbyists’ use of State property or resources. The financial disclosure provisions require 
legislative candidates to disclose more detailed information on their loans and sources of 
income that have a substantial interest in legislative, administrative or political action, or are 
from a lobbyist, or a person who has a contract with the State for more than $10,000 
annually.

The commission anticipates it will incur start up costs as it prepares to assume its duties of 
administering and enforcing these new provisions. Staff must revise forms, manuals and 
training materials as well as prepare new regulations for commission review. Existing staff 
cannot undertake all of these activities, so new positions would be required.

The commission will receive many ongoing requests for advice about interpretation of the 
laws, including questions such as whether a draft group may fund raise before the date 
allowed for legislators, whether a legislative candidate must provide more detailed financial 
disclosure concerning a client, and whether a local government or school district is properly 
using public funds to influence the outcome of a ballot proposition. Staff will need extra 
funds to prepare for the first election in which candidates must comply with the provisions 
regarding disbursement of campaign surplus and prohibited uses of campaign funds and the 
stricter financial disclosure requirements of legislative candidates. Training sessions around 
the state to help those impacted will be necessary.

The bill makes all violations of the Campaign Disclosure, Conflict of Interest and Lobbying 
Laws APOC administers subject to civil penalties in addition to criminal penalties. This is 
a more cost effective penalty process for less egregious violations than the criminal penalty 
process which can require a lengthy and costly complaint hearing process and substantial 
involvement from the Department of Law and potentially the courts.

It is expected that several complaints will be filed each year alleging that a candidate,



lobbyist or public entity has violated one of these provisions. Potential complaints include 
allegations that a candidate filed incomplete financial disclosure information, or conducted 
fund raising too soon or too late, and that a municipality used public funds to support a 
ballot proposition. It is reasonable to expect that one complaint each year will proceed to 

, public hearing. This expense cannot be absorbed from funds currently budgeted.

The commission will need to hold a.. least ane hearing in FY 95 to adopt regulations. The 
expenses of such a hearing are not funded within the FY 95 budget.

In order to meet the mandates of the new provisions, the commission will need to add a 
professional staff member (Associate Coordinator-Raoge 18) to investigate complaints, and 
provide compliance advice. For the fiist year, a paraprofessional staff member (Regulations 
Specialist II--Range 16) will be necessary to draft regulations, develop manuals, revise forms 
and conduct training.

The commission’s current office space and furniture in Anchorage can accommodate the 
new positions. Additional computer equipment will be necessary (printer and keyboard), 
however.

The Juneau office will have to provide compliance advice, assist in investigations, and 
process civil penalties under the new provisions. In order to meet this need and provide 
assistance to the lobbying administrator without creating the need for additional office space, 
furniture and equipment by adding additional positions, the commission requests upgrading 
of the current part-time Clerk III position to a full-time, year round Clerk IV position.

A detailed breakdown of the costs associated with administration and enforcement ol this 
bill is attached. The effective date of the bill is January 1, 1995.





STATE O F  A L A S K A
1994 LEGISLATIVE SESSION

FISCAL NOTE
BILL NO. H B  33

Rev is ion Date: D ecem ber 15. 1993
T itle :
V a lie v______

C on ve n in g  o f  leg is la ture in Matanuska-Susitna

Sponsor:
Requestor:

C a rney . W i l l is

D ept. A ffected: F ish  and G am e________________________________
BRU : C F M D .  S u b . H a h , B o a r d s ,  S F .  W C .  A d m in  &. S u p p o r t .
C F E C  ;_____________________________
Com ponent: F is h  M g t /D c v c lp ,  S u h ,  H a h . B o a r d i .  S F .  W C .  A d m in __________

C O M P O N E N T  S E R IA L  N O . I Q 4 1 . 1 9 4 2 . 4 6 4 ,  4 7 3 . 4 7 7 .  4 7 9 .  4 8 2 .  4 8 J .  
4 8 6 .  4 7 1 _______________________________________________

O P E R A T IN G  E X P E N D IT U R E S FY' 95 F Y  96 F Y  97 F Y  98 F T  99 F Y  00
P ER S O N A L  S E R V IC E S 94.3 98.7 103.0 108.1 113.5 119.2
T R A V E L 160.0 162.7 165.5 168.4 176.9 185.8
C O N T R A C T U A L 35.3 36.0 36.8 37.6 39.5 41.5
SUPPL IES 3.5 3.6 3.6 3.6 3.8 4.0
E Q U IP M E N T 0.0 0.0 0.0 0.0 0.0 0.0
L A N D  & S T R U C T U R E S
G R A N T S . C L A IM S
M IS C E L L A N E O U S
T O T A L  O P E R A T IN G 293.1 301.0 308.9 317.7 333.7 350.5

C A P IT A L  E X P E N D IT U R E S 0.0 0.0 0.0 0.0 0.0 0.0

C H A N G E  IN  R E V E N U E S J  )

1002 Federal Receipts 6.9 7.2 7.6 7.9 8.3 8.7
1003 G F  Match
1004 G F 279.3 286.6 293.7 301.9 317.1 333.1
1005 GF/Prooram Receipts
1006 G F /M H T IA
Other 6.9 7.2 7.6 7.9 8.3 8.7
T O T A L 293.1 301.0 308.9 317.7 333.7 350.5

Est im ate  o f any c u r ren t y e a r (F Y  94) cost: S None 

P O S IT IO N S
FU L L- T IM E
PART-T IM E 3 3 3 3 3 3
T E M P O R A R Y

A N A LY S IS : 
See Attached

(A ttach a separa te  page i f  necessary)

Prepared By: K ev in  Brooks
D iv is io n :
Approved by Com m iss ioner: 
Agency: Alaska Pep;

Phone: 465-5999
Date: D ecem ber 15. 1993

Date: D ecem ber 15. 1993

P R E P A R E R  T O  P R O V ID E  A L L  D IS T R IB U T IO N  C O P IE S  O F  G O V E R N O R ’S L E G IS L A T IV E  O F F IC E  
F o r further d is tr ib u t io n  in fo rm a tion , ca ll the G o v e rn o r ’s L eg is la t iv e  O ff ic e

P a g e  I _ o f J



HB 3 3

Convening of legislature in Matanuska-Susitna Valiev

Analysis from Department of Fish and Game:

Movement of the Alaska State Legislature to the Matanuska-Susitna 
Valley would require several additional parttime positions for the 
Department of Fish and Game. One of these positions would be a 
Legislative Liaison, located in the Matanuska-Susitna Valley 
approximately eight months of the year. The majority of the costs 
incurred would be in travel. Travel to and from the Matanuska- 
Susitna Valley by all divisions would be required to maintain 
contact and provide timely information to the legislature, and to 
answer questions and to maintain continuity on issues and policy 
relating to specific issues under legislative consideration. 
Additional costs will be incurred in establishment and ongoing 
costs of temporary office, copier/fax/phone expenses, provision of 
computers and other necessary office equipment, lease space costs, 
etc.



FISCAL NOTE
STATE OF ALASKA 
1993 LEGISLATIVE SESSION

Revision Date;______________________________________  Department Affected: Labor
Title: "An A ct re la ting  to the  lo c a t io n  of th e  BRU: A ll________________
c o n v e n in g  of the  le g is la tu re  ..."____________________  Component: A ll

Sponsor: R ep resen ta t iv es  Ca rney . W i ll is ________ ________________________________
Requestor: H ouse  Labor & C om m erce____________ CO M PO N EN T  SER IA L  NO.

EXPEND ITURES/REVENUES (Thousands of Do llars) 
FY 9G FY97OPERAT ING

PERSONAL S ER V IC ES
TRAVEL
CONTRACTUAL
SUPPLIES
EQU IPM ENT
LAND & STRUCTURES
GRANTS,CLA IMS
M ISCELLANEOUS
TOTAL OPERAT ING

CAPITAL

REVENUE 
FUND SO U R C E

FUNDING (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipt
1006 GF/MHTIA 
Other
TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current yeai (FY93) impact: S N one

ANALYSIS: (Attach a separate page if necessary)
W e estimate that departmental employees would make a total of 48 trips to the Municipality of Anchorage to 
testify at finance comm ittee meetings and hearings on d e r artment legislation. At an average cost of $575 per 
trip ($444 a irfare and $13"! per deim), we estimate the t jta l travel costs would be S27.6 per year. It is assum ed 
that other legislation wh ich may require department testimony will be done telephonica lly . In addition the 
Department's Legislative Liaison would have to be stationed in Anchorage at a cost of $18.5 for per d iem  and 
transportation. Th is fiscal note assum es an effective date of July 1.1994. (* Assumes 5% inflation increase)

Prepared by: P h o n e : 465-2700
Division: C om m is s io n e r's  O ff ice_________  ________  Date :  2/9/93_____

Approved by Comm issioned '  C ha r le s  W. M a h le n jU y ,  a  L . I  A V dn L ie .
Agency: D epartm ent of Labor (  \_________ _______ Date: 2/9/93

PREPARER  TO  PROV ID E  ALL D ISTR IBUT ION  CO P IE S  TO  G O V ER N O R ’S LEG ISLAT IVE O F F IC E
For further distribution information ca ll the Governor’s Legislative Office

Rev 11/92 P a n e  1 of



Departm ent of Labor 
Backup to HB 33
"Moving the leg islature to Anchorage*

2/9/93

Estim ate for Leg is la ture in A nchorage N um ber
(2 day trips assumed) of T rips

D iv is ion personne l
2 appearance  ea ch  before H ouse  & Sena te

A dm in Svcs 4

W ork C om p 4

Labor Stnd 4

Em p l S e c 4

Adm in D ir & C om m
3 appea rances  ea ch  before H ouse  & Sena te 12
(sub-comm, full com m , CIP)

Departm enta l Leg is lation
5 b ills , 2 com m , H ouse & Sena te 20

TR IP  TOTAL 48

Spec ia l Asst to Anch for 5 months

4 round trip Juneau/Anch/Juneau

5 months transportation c o s ts .

5 m onths per d iem

48 27,600

1,776

1,500

14,250

M isce lla neou s  costs (all staff)

G RA N D  TOTA L

1,000

46,126

2 day trip cost:

A irfa re 444
Per D iem 95
Food 36

Total 575


