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Availability
Group Size

{ Individual Policies

fc
j Characteristic*
t

|
> Rating Restriction*

1

TrimilionsJ Period
Reties

Renowijbility

Whole Groups

Continuity of
Coverage

Reinuirence Type

Reinsurance Price
Cor Sharing
Assessment*
Other

Effective One

VIRGINIA

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

2-23 for primary icuall group, 2-50 for mull group
$38.2-3431®

Subject if any portion of th* premium* or benefit* I* 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)

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

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.

No provision
No provision
Guaranteed renewable except 'for cause* $38.2-3432(B)

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

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(1)(3)

No provision

No oroviiion
No provision

No provision

April 1, 1994

WISCONSIN

Guaranteed iaaue (1992 A 655) $635.26

2-25 $635.20(12)*

Applies 10 individual policies $635.02(8)

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
$6305.05(2)(3), 635,18(4)

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

3 yeara
Trend phta 15% plus changes in ca*o characteristic! $635.05(2)2
Guaranteed renewable except 'for cause* $635.07

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

Preexisting condition limitation of 12 months; credit shall be
giveato 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

Reinsurance type and osacssmenta aholl be studied by the Health
Insurance Board $635.23

No prevision
No provision

No provision

Day after publication



Availability
Croup Siza

Individual Policies

Ciec
Character! etics

Rating Restriction*

Transitional Period

Renewal Rating

Renewability

Whole Groupi

Continuity of
Coverage

Reinsurance Type

Reinsurance Price

Con Shoring

Aiunmenti

Oilier

Effective Dal*

WYOMING

Guaranteed lent* }26-19-30d
2-25 {26-19-302(xxil)

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

Relevant demographic* of null employer a* considered by
carrier In determination of premiums; clsimt experience, health
status, and duration of coverage ire not caw. characteristics
12fi.19-302(V0

Index rate for on* clasa of business thill not exceed the Index
rata for any other doss of 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

3 yean J26-19-304(*)vUi

Trend plus 15% plus changes in case characteristics
j26-19-304{a)iii(B)

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

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

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

Prospective/mandatory {26-19-307

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

55,000 526.19-307(1)*v

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

No earlier than March 31,1993
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JANE BRYANT QUINH

A 'Com munity" Approach

To Cutting Health Costs

calth insurers like to think they’re

part of the soawcr to the high cost

effhealth rareJ M they're actually
part of tlie problem.

The.y'vc figured out ways to
"cherry-pick” tix* uvsurancc m arket-
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 mtct.
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
Vemont— IniedrioeYaeCo B
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 it Goxru State University.

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

recently passed "rate banding" laws for
imtll-group insurance (small groups are.
often defined as groups of up to 25, but
sometimes 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

e tirumuUnm such u age and licnlllv. 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.

A Anienra.

» * * # m

Slates with rale landing usually lie it
to guarantenl'i.sKiif- forcing IIr*
insurers to lake all nsixTN. So small
compaiik-s with, say, one siek employer
ran still gel s plit-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
T'eterscn, assistant general counsel for
tiwHcahhih™
IhalsIxTmtsc lIx-rc an-nmiv
1move healthy people. than sh'k oik's, If

more small umipnniexbtiy iiuoirimee,
they'll increase Ilu; iiumix'.r of healthy
people in the |xxtl, relative to lIx- number
of su k ones. So overall, rates .simuliln’l
luive to climb a lot, Inssihl.

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 |« fiX
Insk. care for everyone.

M /yO

h i 1?7<tivj iw s
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Health liiMintnoc A-n=cishcn of Amencn

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 1insurance reforms contained iIn SSHB12. As we
discussed, it is not possible to determine what the premium will be
for the standard or basic plans iIn Alaska, until the Health
Benefits Committee, as established by SSHB12, recommends the
benefits to the Alaska Small Employer Relnsurance 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, 1 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 (ho
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 i1ts 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 1s a copy of the Florida basic and standard plans for
both indemnity carriers and HMOs. If I can be of any additional
assistance 1In 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 Clarendon Street Suite 220 Woodland Hills, CA 9 1S67-6324 8 18/704-92~4 Telecopier 8 18.C04-1053



FLORIDA SMALL GROUP INDEMNITY DESIGNS

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

STANDARD PLfIH BASIC PLAN

?%gs Any Other UThosa, (%zi\]r/nlleO 5’;\5 Any Other lliness,

Hot Covered Not Covorod
80/20 Coinsurance Not Covered

52000 Per Person With a
A Peraon Lin %(%D Per Person WHh a Twn Person

3500 Per Peraon $250 Per Person
3Person Limit 3Person Uit
N/A $50,000
$1,000,000 N/A



FLORIDA SMALL GROUP INDEMNITY DESIGNS

Physman Services
-Primary Core PhP/sman Office Visits

—SH%C ist Consuy at|on Dlagngﬂs and Treatment
Utpatient Non s scs—a PRYSicIan Ca
- er| |c hysical Exams (I\/IaX|mum il

H Caro In Physician’e Office
Carriers

may limit norXJung|ca| ock treatment* to ten visits)

Hospital Services

-Emergency Ca/a through Primary Care Physicton*80f&co

R e STy e
other Bate and adequate care Is not avaJIabIe

Ancillary Sendees
-Home Health Cara
-Ambulance

-Skiftod Nursing Facility (Maximum too dsya lifetime)

-Durable Medical Equipment

I\/Iental and Nervous Disorders
~Inpatient

-Qutpatient Via*

Maximum Number of Qutpatient Visils

< ifetime Maximum
Alcoholism and Chemical De

Pendeney
&ﬁ)tatlent DetOX|f|cat|on (as medically appropriate)

pafient Visits

Annual Maximum Inpationt Benefit

SJANQAOPJELLAN

€O/20
Coinsuramoo

/20
Comsurance

Per \f Ogsey

*0/20 CoitiBUranoo
80/20 Cojnsurance
80/20 Colnnurance
80/20 Loinsurance

%Coinsurance
Coinsyranc
Imum AlﬁJ ?
Z)VlWTt/CY
520000

Mot Covered
Mot Covered

With a

BASIC PLAN

6Y40Coinsurance - However rat5150
thhySlClan office services, fmclualr
rde

Vﬂ COLOSIX
Ucttjto application.

GO/40 Cctriaurrmco

$25Copay Per Visit

Not Covered
<50/4o Coinsurance
ot overed
A0 Cojn«(rance - may
be incluced’in case agement

0 /40 Coinsurance
60/40 Coinsurance With a Maximum

owable Charge  Charge ot

5V7sits/CY

Not Covered
Not Covered



FLORIDA SMALL GROUP HMO PLAN DESIGNS

Maternity Services
Infertility and Sterilization Services

Prescription Drugs

Maximum Copay Out-of-PocKot Limit

STANDARD PIAN
sjitio @ ANy ouior Illness
Mot Covered

%7 Copay lor Generic Drugs/
$t4 Copay for Brand name Drugs

2X)%of tho Total Artnua Premium

BASIC PLAN

Same «a Any Olhcr Illness
Not Covered

Not Covered

200% of tho Total A/rxral Premium



Heallth Insurance Association ofAmenta

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 1insurance reforms contained in SSHB12. As we
discussed, 1t is not possible to determine what the premium will be
for the standard or basic plans in Alaska, wuntil 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, | 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 1in health care provider
costs. Each carrier will set i1ts 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 1s a copy of the Florida basic and standard plans for
both indemnity carriers and HMOs. If 1 can be of any additional
assistance 1in 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 Clarendon Street Suite 220 Woodland Hills. CA 91367-6324 818/704-9274 Telecopier S18/704-1053



FLORIDA SMALL GROUP HMO PLAN DESIGNS

Physician Services
&I miret bo rovrded b&ﬁr aL{}horrsed by Primary Caro Physician)

rrag}r ara Pfsrcran ice
st Consu atron Dia gpoara and Treatment
atrent oncurgrc r;/o*cran oro

—Perr ca? %/srca Ex
-Surgical Caro In P ysrcrans
Cftmors may limit non-surgical back treatments to ten visits)

IIosptrtof Ser\#[cFesrt 0 Hoonrit
| 0 nt Partici ar coprhi
Iptp? dp orgrcgf erég[al sc?vrc andpsem? —privet© room)

29r‘é acrrrnegglcl\)lr?n-egulr%cal Caro (including x-rayand lob)

Emergency Servrces

-Emergenc are hrough Pri |ma CEare PersrcI%n w Office
-Emeraencg are ervr est ro me oom
ervice Area Hospital \gwarved If admitted)

ut of Service Aren osprta Sit

AncrIIary Services
HeaIth Care

ﬁf‘ A ,\%5' (qulljlltgm%l\/laxrmum 100days lifetime)

Mental and Nervous Drsorders

—Inpatrent Max'r%”%" atrenty Da s}Covered
—Qutpar tren \?]u P y

Maxrmum Number of Qutpatient Visits

Alcoholism and Chemical De|oendenc
Inﬁ%t oxrfrcatron (as medically appropriate)

standard plan

3 %SEOE% per vhr
S 10_Copay Per Visit
No Charg

S 25 Copay Per Procedure

Per Da da
?a%ce g Procedure
overecP arY P?f

Covered In Full

$ 10Copay Per Visit

SEBCRAY Fef Vit
§ 2% EOE i Per Vis#

Per Day
No Charge

/CY
%}Igpa Per Visit

VioHs/CY

Not Covered
Covered

BASIC PLAN

10Copa Pervsn
) Copa
) Copa
Charg
C

No
$9 opay Per Procedure

%)P Day, dri 1-5
ance Paid'at
Copay rProcedure

overeg in FU
Covered In Fu

$ 10 Copay Par Visit

Copay Par Visit
%KDCo%a{/ P(er Visit

Nat Covered
2o Copay

Not Coveréd
o Charge

?g S/Ca( >F/>er \isit
|srtap ¥

Not Covered
Not Covered



217 Second Street, Suite 201

Juneau, Alaska 99801
(@07)586-2323 *STATE™

FAX (907) 463-5515 CHAMBER
CF COMMERCE

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 1is
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 1t seems to be very straightforward and reasonable In terms
of 1ts content. While the technical issues In insurance are
beyond our scope, we feel that the structure as proposed 1in
SSHB 12 would solve the problem of availability of iInsurance
and we are very supportive.

Thank you for your concern and your willingness to initiate a
positive approach to solving a portion of the iInsurance 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 i1s Gordon Evans and | represent the Health
Insurance Association of America ('HIAA®?), which 1is a trade
association of the nation®"s leading commercial health iInsurance
companies which provide health i1nsurance 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 i1s matched by no other item represented iIn 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, 1insurers 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 1n 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 fTactors

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 iIncreased, there i1s a growing perception
that even 1If they have coverage, they stand a reasonable chance
of losing i1t i1If 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 i1n the market so that i1t 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, 1insurers 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 1issues embraced in HB 12, which incidentally is
based on the National Association of Insurance Commissioners”

(NAIC) Model Act, 1include:

— Guaranteed Availability. All small employer
groups would be able to obtain private health 1insurance

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 iIn 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. Relnsurance 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 i1ncorporated 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 1In 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 iInsurance 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, 1 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 ospital & N ursing H ome

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 iInsurance 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






"OUSE COMMITTEE REPQPT
0)
Date Refeired: January 11, 1993 FURTHER REFERRALS: State Affairs

.t Finance
Date of Committee Action: *77 .U A/

/ !
The LABOR AND COMMERCE Committee considered: HB 14
*iOUSE BELL NO. 14 APPROP: BLDCO FUND

An Act making an appropriation for capitalization of the BEDCO fund; and providing for an effective date.”

RECOMMENDATIONS: ~ the same title
be replaced with NNy A3 T ( [ ]anew title
[ ] have attached amendments(s)

do pass

[ ] do not pass
[ ] no recommendations
[ ] individual recommendations

[ ] additional referral to the Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(): @O APPROVES PREVIOUS: (PviDmi
px]j fiscal impact [ ] fiscalnote(s)

[ ] zero fiscal note [ ] zero fiscal note(s)

SIGNING DO PASS



ALASKA STATE LEGISLATURE

MINORITY WHIP
3111CSTREET
ANCHORAGE ALASKA99503 CHAR
A& 039 CHILDREN'S CAUCUS
FAX: 1907) 561 1691
MEAL ft |, EDUCATION
STATE CAPITOL & SOCIAL SERVICES
ILNEAU ALASKA99801 -11(12
(607) -165-3875 STATE AFFAIRS
FAX: 907-465-2294
ECONF%'\F/zl(l:CE TASK
REPRESENTATIVE BETTYE DAVIS
DISTRICT 24
MEMORANDUM
TO: REP. BILL HUDSON, CHAIR
HOUSE LABOR & COMMERCE COMMITTEE
FR: REP. BETTYE DAVIS ~ j)
DT: MARCH 13, 1993
RE: SCHEDULING OF HB 14
£if. IR O 0 YO o Y o if:ifcicifcif: if:if:if: feif; if. i, #eifcif. if. eif. i, ifif if-#eif. Wefcifcifcif. Heif. e fif: ieif:-fe e

I respectfully request that HB 14, "An Act making an appropriation
for the capitalization of the BIDCO"™ be scheduled at your earliest
convenience. | 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.
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House Bill 14- 'Malting an appropriationfor capitalization of
the BIDCO program. "

Last year, | sponsored legislation creating Business Development
Industrial Corporations (BIDCOs) in Alaska. BIDCOs, modeled after a
successful Michigan program, provide financing, management and
technical assistance to small to medium-sized business, with an
emphasis on minority and rural businesses. They address a gap for
companies 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
management, accurate record keeping 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. | hope you will join re
in support of capitalizing this important <conomic program.



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 Information: General Fund S -0-
Other Funds 10.000.000
510,000,000
A BILL

FOR AN ACT ENTITLED

8-LS0129VA

"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).

HBOOl4a -
New Text Underlined (DELETED TEXT BRACKETED]

HB 14



FISCAL NOTE

*STATE OF ALASKA BELL NO. HB}4
993 LEGISLATIVE SESSION

Revision Dale: Dept. Affected: Department of Revenue
Tide: Appropriation lor Capitalization of the BIDCO Fund "BRU: AK Science & Technology Foundation
Component:

Sponsor: Bettye Davis
Requostor: Bettyo Davis COMPONENT SERIAL NO. 10)9

Expenditures/Revenues: (Thousands of Dollars)

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: 10.000.001 1

FUNDING: (Thousands of Dollars)

1002 Federal Receiots

1003 GF Match

1004 GF

1005 GF/Program Receiots

1006 GF/MHTIA 1025/51375

Other SCYTECH 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: Phone: (907) 272-4333
Division: AK "eienCTg”cl*nologqy”*FouncQtion Date: 3/5/93 )
Approved by Commissioner: / fo i// In J*L Date: zS /17 71
Agency: Deparament of Revenue 7 /

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution Information call the Governor's Leglslativo Office



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.

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.

BUDGETJUNEAUJTSCAL-N/VR 02/05/93
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SPONSOR STATEMENT

I appreciate the opportunity to address this committee regarding
Committee Substitute for Sponsor Substitute for HB 536.

CSSSHB 536 1s 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 1in
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 1in 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 Iloans,
normally with interest rates not exceeding several percentage
points above prime. Venture capital funds typically make equity
investment i1n 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, 1in the upside success of it portfolio
companies. By contrast, Bidcos typically invest in companies 1in
the form of subordinated debt, receiving current interest income,
and they compensate for the risk they take by sharing, to a
modest degree, 1n the upside success of a company through a
revenue participation or warrants.

The Polaris Fund, which has one of i1ts offices 1in Alaska, 1is a
good example of a traditional venture capital fund. The Polaris
Fund®s brochure indicates that 1its purpose 1i1s 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
market.

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 1s 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 1in or lending to a licensed and
regulated, private financial institution. The system of
licensing, regulation and enforcement 1is 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 Jlicense, 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 1ts capitalization. Once licensed, a Bidco 1is 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 1is siir. CO a program implemented 1in
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 1in 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, 1In
accordance with the performance of the Bidco in financing
business i1n 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, 1including
distressed rural areas, and the financing of minority-owned
businesses.
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aw tinancing mechanism for

small

RoseRagsddle
E/asI@Joumal of Camerce

A |daskahas steppedto 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 daysofthe 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 deemtoo risky.
“TheBidcoistheTesultofthe state and
the private sectordoing businesstogether
because-Bidcos- are privately run with
some 'state-funding,” said Davis in an
interview.r'ltfs one step below bank
financing. It’s standards are lower for
borrowcra-soits risks are higher.”
Proponentssay an Alaska Bidco would
provide the-opportunity for growth and
expansionfar “mom and pop" businesses
andfill 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-

business should fill gap

Proroby lIRCBEEUUrMN
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

Mammoth owner faces

federal payroll tax trial

EP/ Margaret Bauman
aska Journal of Conmrerce

A California business-
man who owned two Alaska
trucking firms was 10 go on

mtrial 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
offiling 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, ‘axeS
the u.S.
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.,
doingbusinessandMammoth
FreightLines, and Kandl Co.,
Inc. Bill Almeida, also of
Fresno, and an owner of
Mammoth, was not named in
ar.y of the indictments, ac-
cordingto the U.S. Attorney's
office.

Klein wenttoprisonin 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 12whenem-
ployees of Mammoth of
Alaska and Progressive
Transportreceived 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.Kleinwasindrated
by a-federal grandjury on 49
counts offailing toaccountfor
andpay employee witholding

troubles.

’1fought it for the last 12
years.Theyregulated theeost
of transportation out of the
hands of trucking people ...
and put no rules on trans-

' portation, sonow the shipper

mokes the prices," he said.
Almeida saidhe openedthe
doors of Mammoth ofAlaska
in 1973 at the invitation of
FluorAlaska. “Ourbestyears
were 1974 to about 1977,” he
said. The years 1978 through
1981 provided a difficult pe-
Cominued on Pag* 2
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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.

“ Thisi3notacheap money program.
A Bidco loan might be prime plus 2
percentage points, butifthe 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 their 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 themto 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. “Oftenjust 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 Councilhad promoted the idea

AIDEA
By the Alaska Journal of Commerce

A Measfar 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
ofGov. 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

businessgs, tp freafe private secigr

D avis

guides

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

“| 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 tointerestfellow 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
tothe House floor, 33lawmakersvoted
forit, three were offthe 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 | went to Sen. Drue Pearce, R-
Anchorege, whowas chairman ofthe
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 avote 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 | found he
was very helpful even though he is a

looks to rural areas

matcly S2.5millionin rural financing
with AIDEA'’s participation as a
guarantor ofprivate scctorfinancing.

“An AIDEA investment into the
fund may possibly bealowerrisk that
investing in a shopping center in an
urban area," said Ron Garzini, assis-
tantcommissioneroftheDepartment
of Commerce and Economic Develop-
ment. “Rural areas are notas affected
by fluctuations in the oil industry as
are urban areas.”

AIDEA'’s business loan guarantee
program, includingastreamlined ap-
proval program for unsecured loans
of $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
limit 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-

n%s? aP/ay fronqi_nanciaﬂtrpl%ikutigns,/;
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to

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-
%nb%tely to work for its growth to a

100 million lending mechanism.

Michigan’s program, so far, has
invested S21million ofstate moneyin
its 10 Bidcos, which have attract $35
million from private investment, said
Rohde, apartnerin Hansen, McOuat,
Hamrin & Rohdein Washington, D.C.
An 11th Bidcoisnowbeingcreatedin
Michigan.

“Itis important to understand that
the state does not control the invest-
ment," Rohde said. “Bidcos are pri-
vate lenders. It 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 companiesthey
investin."

Soil Processing

idco funds

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, with the Department
having an enforcement mechanism
such as cease and desist orders to
correct violations or stop unsafe or
unsound acts.

The second part ofthe bill provides
for AS&TF to provide financial assis-
tance to help catalyze the formation
of the Bidcos. The Foundation's as-
sistance would bein the form ofaloan
to the Bidco, and would use aformula
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 createjobs and increase sales.

lhcorporated
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A la s ka State Legislature

Please enter into the record my testimony to the |Lri'-s—L IIl——* ~ A~ "f ér le

committee name

commitee on 1"~ 3_ V>jL i—i— , dated [ e — -
bill/subject

My name iIs 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 awairting their answer. We have
contacted the Rural Development Initiative Fund and we were told to make an
application t a bank , and If we were turmed 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 iIf the State of Alaska is concermed about helping
Alaskan™s start up businesses. Outside Interests and businesses don"t

seem t 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 1"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:

@- IMPROVE climate for understanding and doing business with the
State, encouraging and supporting economic development , comerce,
ad intemational trade.

Signed: N A T 3= VUV —
Testifier A
"\W? rAw ) A 1 v N3N T
Representing (Optional)
a £9 n VvFftUutv clai " cib
Address
AN*73 — 5 363
Phone No.

+3/06 | egislative Information Olfico p ao,el of

mn i bin 1 il dimifitiMiM aarrreTiiifle i -Tree iteiicii-ew'2 T Yoiniian MtanTnTmrE-MaNMW i— o tmnh hh' ny



A la s k a State Legislature

HEM5c¢ Ivi.T-Lo'c Aom N oerCE.

Please enter into the record my testimony to the _
committee name

M \b CO ( dated H- 1- °\3
bill/subject

committee on H id)

(@. DISCOVER , encourage, and enhance new economiC opportunities.

(3). FACILITATE infrastructures that are essential to the growing
of quality public/private partnerships.

(A)- CREATE new, practical, effective models for interpreting ad
selling ALASKA™S unique rolle, resources, ad services to/for
the wotld.

(G )- FOSTER economic development through the growth oftrade 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 care to Alaska and say they could provide 120 jobs
or so, but what 1If the State could help 10 or 20 small businesses t0 get started?
Where could this go as far as jobs?

We have seen a lot of failure iIn State loan/grant prograns and 1"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 iIn
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 lonver A9 states as far as
investors are concermed than we have iIn Alaska. We would like to keep our
corporation”All ALASKAN™.

In summation, 1 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 economny,
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
warpedby the vicious assumption that each generation will substantially live
anid 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 iIn 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 1. AS 10 is amended by adding a new chapter to read;
CHAPTER 13. UIDCOS.
ARTICLE 1. PURPOSES AND LICENSING.
Sec. 10.13.010. PURPOSES. The purposes of this chapter ate to

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

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

(3) encourage capital sources to invest in and lend money to UIDCOs by
providing for fIDCOs Asystem of licensing, regulation, and enforcement designed to prevent
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Chapter 133

1 fraud, conllict of interest, mid mismanagement, mid to promote competent management, nccurnte
2 record keeping, mid nppioptinte coiiiiminicBtion with shareholders;

3 (d) safeguard the genernl reputation of DIDCOs In order to increase die
d confidence of prospective equity Investors In mid prospective debt sources for DIDCOs,

5 Sec. 10.13.020. QUALIPLCATIONS POR DIDCO LICENSE. Hie 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 of authority under AS 10.06 to transact business In die stale, and dial
I submits an application to the department, If the department determines dint

9 (1) the applicant has the net woilli required under AS 10.13.W0;

10 (2) the directors, officers, and controlling perstms of the applicant satisfy the
1 criteria tinder AS 10.13.0SC);

2 (3) it Is tensonnble to believe that die corporation will comply wldt Mils chapter,
13 (d) the applicant lias a reasonable promise of being a viable, ongoing DIDCO,
Id satisfying the basic objectives of 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 of the applicant, the applicant's business plan, Including at least 10 years of detailed
20 financial projections and odier relevant Information, and additional information consideted
pal relevant by lire department.
2 Sec. 10.13.040. REQUISITE NET WORTH, (a) In order to receive a license, an
23 nppllcnnt must demonstrate to die satisfaction of the department that die applicant has raised
2 sufficient capital so that

%5 (1) the net worth of the DIDCO is eipected to be adequate, In the comeal of Its
2 business plan, to support die DIDCO's management team and to achieve an appropriate spreading
2 of the risk Involved In the DIDCQ's provisions of financing assistance; and

28 (2) the DIDCO has a reasonable promise of being a viable, ongoing BIDCO,
29 satisfying the basic objectives of 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
u may not establish a minimum net worth for a DIDCO under this section of less dian $1,500,000.
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Ifthe DIDCO, as part ofin initial capitalization, receives a loan under AS 37.17.200 37.17.300,
the minimum net worth of the DIDCO may he $500,000, excluding organization costs paid for
or owed by the DIDCO,

Sec. '0.13.050. CRITERIA FOR DIRECTORS, OFFICERS, AND CONTKOLLINO
FERSONS. (a) A license may only be Issued if the depanment determines that each director,
officer, and controlling person of the applicant is

(1) of good character and sound financial standing;

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

(3) when considered collecdvcly with the other directors, officers, and controlling
persons, adequate to manage the business of the applicant asa DIDCO.

(b) The depanmcent may determine that a director, officer, or controlling person of an
applicant is not of good character. Dascs the depattment may use to make that determination
Include ptoof that the director, officer, or controlling person, or a director or officer of a
controlling person has

(1) had an administrative sanction im:.oscd under31 U.S.C. 3801 +3BI2(Pmgram
Fraud Civil Remedies Actof 19B6) for an offense under 15 U.S.C. 645; or

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

Sec. 10.13.060, DETERMINATION OF FUTURE NONCOMPLIANCE. The depanment
may determine that it is no' reasonable to believe that an applicant would comply with this
chapterif licensed. Dascs the depanmcent may use to make that determination include proof that
the applicant has been convicted of acrime Involving fraud or dishonesty, including a conviction
based on a guilty plen or plea of nolo contendere.

Sec. 10.13070. DENIAL OF APPLICATION. If the depanmecnt denies a license the
depanment shall provide the applicant with a written statement explaining the reasons for the
denial.

Sec. 10.13.080. DISPLAY OF LICENSE. A licensee shall post the license in
conspicuous place in the licensee's principal office.

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

Sec. 10.13,100. SURRENDER OF LICENSE, (n) Upon approval by n two-thirds vole
of Its bnanl of directors and after complying with (b) and (c) of tills section, a licensee may opply
to the department to have die department accept the surrender of the licensee's license. If die
department determines llinl the requirements of this section have been satisfied, die department
shall approve die application unless the department detennines Utat the purpose o f die application
is to evndc a current or prospective action by the department under AS 10.13.700 - 10.13.830.

(b) Not less than 60 days before filing an application under (a) of tills section, a licensee
shall notify all of its shareholders and creditors of us intention to file die applicadon. Each
creditor shall be notified of the right to comment to die depaiunent. Each shareholder shall be
notified of the right to Pie with die licensee an abjccdon to the proposed surrender of the license
within die 60-day period and shall be ndvised tlint, If the shareholder files an objecdon, the
shareholder may also send a copy of the abjection to the department.

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

ARTICLE 2. CORPORATE MATTERS.

Sec. 1U.13.120. CORPORATE NAME, (n)The corporate name of a licensee must
Include the word "BIDCO" or "Bidco." A licensee may not transact business under a name other
than its corporate name.

(b) Before being Issued a license, a corporation dial proposes to apply for a license or
dim applies for a license may perfoun, under a name dint Indicates dint the corporadon Is a
corporation licensed under lids chapter, the acts necessary to apply for end obtain a license Bnd
otherwise prepare to begin business as a Ucensec. The corporation may not represent dial It Is
o licensee until nfter the license has been abtained.

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

(b) The board of directors shall hold at least one meeting each calendar qunrter.

Sec. 10.13.140.NOTICE OF OFFICER AND DIRECTOR CHANGES. Within30days
of each of die following events, die licensee shall notify the department in writing of die event
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Chapter 133
and provide any additional information that die department requires:
(1) die death, resignation, or removal of i director or officer;
(2) die election of a director; or
(3) the appointment of an officer.

Sec. 10.13.130. DIVIDENDS, (a) A licensee may not pay or obligate itself to pay a
cash dividend or dividend In kind to the licensee's shareholders unless die payment Is consistent
with r. dividend policy that has been adopted by the licensee and approved by the depanment.

(b) When approving dividend policies under this section, the dcpanmenl shall consider
the special characteristics of DIDCOs and the diverse range of dividend policies that arc
potentially appropriate for a DIDCO, without allowing the licensee to engage in unsafe or
unsound acts that could threaten the viability of the licensee as on ongoing DIDCO by eroding
Its capital base.

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

Sec. 10.13.160. STOCK DUY-DACK. A licensee may not buy back or obligate itself
to buy back a share of equity interest from a shareholder without the prior approval of the
dcpanmetti.

ARTICLE 3. TRANSACTION OP OIJSINESS.

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

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

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

(d) A licenseeshall post in a conspicuous place at each of the licensee's offices a sign
dial bears the corporate name of the licensee.

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

Sec. 10.13.180. DIJSINESS OF LICENSEE. A licensee may not engage In a business
other than providing financing assistance and management assistance to businesses.

Sec. 10.13.190. GENERAL POWERS. In addition to the other powers given by this
chapter and the powers conferred on the licensee by the laws under which it Is Incorporated that
arc not Inconsistent with this chapter, a licensee may

(1) borrow money and otherwise Incur indebtedness for the licensee's purposes,
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indtijing (lie issuing of corporate honds, debentures, notes, nnd oilier evidence of Indebtedness;
it licensee's Indebtedness may be seemed or unsecured, nnd may Involve equity features,
Including provisions for conversion to slock nnd wtutnnts to purchase stock;

(2) make contracts;

(3) Incur and pay necessary and Incidental operadug expenses;

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

(S) make donations for charitable, educational, resenrch, or similar purposes;

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

(7) implement a reasonable and prudent policy for conserving and Investing the
licensee's money before the money is used to provide financingassistance to businesses or to pay
the expenses of die licensee;

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

Sec. 10.13.200. FINANCING ASSISTANCE FORM, TERMS, AND CONDITIONS. A
licensee may dclcimine the form, tetms, nnd conditions for the financing assistance that it wilt
provide.

Sec. 10.13.210. FINANCING ASSISTANCE ALLOWED. Hie financing assistance dint
a licensee may provide Includes

(1) loans;

(2) purchase of debt instruments;

(3) sualght equity investments including die purchase of common stock or
preferred stock;

(4) debt with equity features Including warrants to purchase stock, convcrdble
debentures, or receipt or a percent of net Income or sales;

(3) loyalty-based financing;

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

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

(b) If alicensee participates in a program reined to in (u) of this section, the licensee
shall comply with the requirements of the program.

Sec. 10.13.230. SCOPE OF MANAGEMENT ASSISTANCE. When providing
management assistance, a licensee may provide management advice, management servl es,
technical advice, and technical services.

Sec. 10.13.240. LIMITATION TO PURPOSES OF UIJSINESS. Financing assistance
and management assistance provided by a licensee to a business may only be for the business
purposes >f the business.

Sec. 10.13.250. CONTROLOFOTHER BUSINESSES. A licensee may not hold control
of another business, except as provided under AS 10.13.260 - 10.13.280. In this section,
"licensee" Includes the licensee In concert with a director, officer, controlling person, or affiliate
of the licensee.

Sec. 10.13.260. CONTROL OF ASSISTED BUSINESS, (a) A licensee thtt has
provided financing assistance to a business may acquire and hold control of the business to the
extent It becomes necessary to protect the licensee's interest as a ctcditor of, or Investor in, the
business.

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

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

Sec. 10.13.270. CONTROL OF BUSINESS PROVIDING FINANCING ASSISTANCE
AND MANAGEMENT ASSISTANCE. With the approval of the depamnenl, a licensee may
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ncquitc nnd hold coniiol of another business that Is engaged only In the business of providing
financing assistance and management assistance to businesses.

See.10.13.280. CONTROL OF OTHER BUSINESSES. (a) With the approval of the
depanment, a licensee may acquire nnd hold control of a business not otherwise allowed under
AS 10.13.250 - 10.13.270.

(It) Tlte department may not approve an application under (a) of tills section unless the
depanmcent determines that
(1) die acquisition and control will not cause the amount of the licensee's
investments In businesses coveted by this section to exceed 15 percent of die assets of die
licensee; and

(2) In the department's judgment the approval will promote die purposes of this
chapter.

(c) An approval under (a) of dils section may not be for a period of more dtan three
years, unless tlte department determines that a longer period is necessaryand consistent with  die
purposes of this chapter.

Sec. 10.13.285. "HOLD CONTROL" DEFINED. In AS 10.13.250 - 10.13.280, "hold
control" means to directly or Indirectly own, of record or beneficially, 50 percent or moreof n
business's outstanding voting equity iuteiesls.

Sec, 10.13,290. BUSINESS PRACTICE STANDARD, (a) A licensee shall transact its

business In a safe end sound manner and shall maintain Itself In n safe and sound condition.
(b) In determining whether a licensee Is transacting business In a safe and sound manner,
the department may not consider the risk of providing financing assistance to a business, unless
the depaitment determines that die risk Is great enough to demonstrate gross mismanagement
when compared with the return that can be realistically expected.
(c) Notwithstanding the odter provisions of this section, die department may
(1)1 die amount of die financing assistance Is unduly large In retadon to die total
assets or die total shareholder equity of die licensee, determine dial a licensee's financing
assistance to a single business or group of affiliated businesses violates (a) of this secdon or
constitutes an unsafe or unsound ad;
(2) require dial a licensee maintain a reserve In die amount of anddpnted losses;
(3) require dint a licensee have In effect a written financing assistance policy
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Chapter U3
approved by the licensee's hoard of diicclors. including credit evaluation and other matters; the
department may not require that a licensee adopt a financing assistance policy that contains
standards that prevent the licensee from exercising needed flexibility in evaluating and structuring
financing assistance to businesses on an Individual basis.

Sec. 10.13.300. DISCLOSURE OPPOTENTIAL CONFLICT OP IN TEREST. A person
shall disclose a potential conOlct of inteicsi that occurs In a transaction in the financing
documents of the transaction or, if the transaction does not Involve financing assistance, in
another appropriate docum:.'|, if the person

(1) participates In a decision of a licensee teluting to the transaction; and
(2) knows of a potential conflict of Interest involving the transaction.

Sec. 10.13.310. TERMS WHERE POTENTIAL CONFLICT OP INTEREST IS
INVOLVED. Ifa licensee provides financing assistance to a business or engages In another
business transaction, and If the assistance or transaction Involves a potential conflict of Interest,
die terms and conditions under which the licensee provides the assistance or engages in the
transaction may not be less favorable o the licensee than the terms and conditions that would
be required by the licensee in the ordinary course of business if the assistance or transaction did
not Involve a potential conflict of interest

Sec. 10.13.320. POTENTIAL CONFLICTS OF IN TEREST DEFINED, (a) In
AS 10.13.300 -10.13.310, licensee transactions that involvca potential conflict of Interest include

f1) providing financing assistance to a principal shareholder of the licensee, to a
person controlled by a principal shareholder of the licensee, or to a director, officer, partner,
relative, controlling person, or affiliate of a principal shareholder of the licensee;

(2) providing financing assistance to a business to which one or more of the
following provides or plans to provide contemporaneous financing assistance;

(A) a principal shareholder of the licensee;
(D) a director, officer, panner, relative, controlling person, or affiliate of

a principal shareholder of a licensee;

(C) an affiliate of a principal shareholder of a licensee; or
(D) b person controlled by a principal shareholderof the licensee;
(3) providing financing assistance to a business that has or is expected to have
a substantial business relationship with another business that has a director, officer, or controlling
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1 lierson who Is also

2 (A) i director, officer, or controlling person of tlie licensee; or

3 fB) U : spouse of ndirector, officer, or controlling person of tire licensee;
4 (d) providing financing assistance to a business if the business, or a director,
5 olficer, or controlling person of the business contemporaneously has lent or will lend money to
6 an associate of the licensee;

7 (5) providing financing assistance for tlte purchase of property of an associate or
8 principal shareholder of the licensee;

9

(6) selling or otherwise transferring an asset of the licensee to an nssocinte or

10 principal shareholder o f the licensee.

1 (b) In this section, "relative” means a parent, child, sibling, spouse, grandparent,
12 grandchild, nephew, niece, aunt, or unde, or a relative of tlte same degree tluough marriage.
13 ARTICLE 4. MERGERS AND ACQUISITIONS.

14 Sec. 10.13.41X). ACQUIRING CONTROL OF A LICENSEE. A personmay not acquire
15 control of a licensee without the prior approval ofthe department.

16 Sec. 10.13.410. AmiCATION TO ACQUIRE CONTROL. (a) liredepartment shall
17 approve an application to acquire control of i licensee under AS 10.13.400 If die departrnen’
18 determines that

19 (1) lire applicant and the direclots nnd officers of die applicant arc of good
20 chnrncter and sound financial standing;

21 (2) Itis reasonable to believe that the applicant will com ply with this chapter, and
22 (3) the plans, if any, of die applicant to make a major change In the business,
23 corporate structure, or managementof the licensee arenot detrimental to the safety nnd soundness
24 of the licensee.

25 (b) If, after notice nnd a hearing, die department determines that the criteria for approval
26 In (a) of Qils section have not been sadsficd, the deparunent shall di ny the application.

21 Sec.10.13.420. DE3ERMINATIONS. (a) When die deparunent |Is reviewing an
28 application under AS 10.13.410, the deparunent may determine thatan

29 (1) applicantor adirector or officer of an applicant Is not of good character If the
30 person has heen convicted of a crime Involving fraud or dishonesty, including a convicdon based
31 on a guilty plea or plea of nolo contendere;
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(2) applicant's plan to make a major change In the management of a licen:
detrimental to the safety and soundness of the licensee if the plan provides for a person to
become a director or officer of the licensee and the person has been convicted of a crime
Involving fraud or dishonesty, Including a conviction based on a guilty plea or plea of nolo
contendere.

(b) The conditions described In (o) of Qils section an: not the only conditions upon which
the depanmcnt may determine that on applicant or a director or an officer of an applicant is not
of good character or that on applicant's plan to make a major chunge In the management of a
licensee is detrimental to the safely and soundness of the licensee.

Sec. 10.13.430. MERGER. A licensee may not merge with another corporation unless
the merger Is approved by the department, and. If the licensee is not die surviving corporation,
the surviving corporation is n licensee.

See. 10.13.440. PURCHASE. A licensee may not purchase all or substantially all of the
business of another person unless the purchase Is approved by the department.

Sec. 10.13.450. SALE. A licensee may not sell all or substantially all of the licensee's
business or of the business of an office of the licensee to another person unless the purchaser is
a licensee and the sale is approved by the depanment.

Sec. 10.13.460. DEPARTMENT APPROVAL. The depanment may not approve a
merger, purchase, or sale under AS 10.13.430 « 10.13.450 unless the depanmcnt determines that

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

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

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

ARTICLE 5. REGULATION. REPORTING, AND EXAMINATION.

Sec. 10.13.170. ADMINISTRATION. The depanmcntshall administer this chapter. The

department may issue orders and may adopt regulations that, in the opinion of the department,
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1 ate necessaiy lo execute, enforce, and achieve llie purposes of lliij chapter. Adoption or
2 regulations under this chapter is subject lo AS <1-162 (Administrative Procedure Act).

3 Sec. 10.13.480. CONDITIONS OP ORDER OR LICENSE. When the department Issues
] anorder or license under this chapter, the department may impose conditions that the department
5 determines are necessary to carry out the purposes of this chapter,

6 Sec. 10.13.4V0. DECLARATORY RULINGS. Tlte department may piovide lo an

7 interested peison a declaratory ruling on a provision of this chapter.

8 Sec. 10.13.500. JUDICIAL REVIEW. A final order, decision, license, or odier official
9 act of die department under Utis chapter is subject to Judicial review by the superior court under
10 the applicable rules of court

1 Sec. 10.13.510. INVESTIGATIONS. The department may make public or private

12 Investigations inside or outside die state that die deparunent considers necessary to determine
13 whether to approve an application for a license, to determine whedier a person has violated or
1 is about to violate this chapter, to aid In die enforcement of this chapter, or to aid in Issuing an
15 order or adopting a reguladon under dlls chapter,

16 Sec. 10.13.520. INVESTIGATIVE POWERS. Por the purposes of an invesdgation,

17 examination, or other proceeding under this chapter, die department may administer oaths and
18 allirnialions, subpoena witnesses, compel the attendance of witnesses, lake evidence, nnd require
19 the production of hooks, papers, correspondence, memoranda, agreements, and other documents
20 or records dial the depanmcent considers relevant or material lo the proceeding.

21 Sec. 10.13.530. FAILURE TO COMPLY. If a person fails to comply with a subpoena
22 issued by the department under tills chapter or lo testify with respect to a matter covered by this
23 chapter, the superior court may issue an order requiring die attendance of the person nnd die
24 giving of testimony or producdon of evidence.

25 Sec. 10.13.540. SERVICE OF PROCESS. If die deparunent is audiorized to make

26 seivice of process in connection widi a noncriminal administrative proceeding under Utis chapter,
27 the department may make the service by registered or cetdfied mall,

28 Sec. 10.13.550. FEES. A person shall pay the department

29 (1) 52.500 for filing an application Tor a license;

30 (2) 51,250 for Filing an applicadon for ipprovai to acquire control of a licensee:
31 (3) 51,250 for filing an npplicadon for approval for a merger, purchase, or sale
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Chapter 133
under AS 10.13.430- 10.13.460; if two or more applications relating to the same merger.
purchase, or sale arc filed, the fee for filing caclt application is the figure resulting horn dividing
$1,230 by the number of the applications;

(4) $2,300 each calendar year at the time established by the department, if the
person Is a licensee;

(3) a fee established by the depanmecnt for tite examination of a licensee or a
subsidiary of a licensee; the fee shall be paid within 3(1 days after receiving a statement from the
department; a fee established under this paragraph must Include

(A) the proportionate pan of the salaries and cost of employee benefits of
the examiners while conducting the examination andwhile preparing  theexamination
repon; and

(0) the tronsponation costs and per diem costs of each examiner while
away from the examiner's duty station.

Sec. 10.13.560. FEE PAYMENT ANDREFUNDS.A fee for filing an application with
the deponment shall be paid at the time the application is filed with the depanmecnt and is not
refundable.

Sec. 10.13.570. RECORD AND 1IEPORTREQUIREMENTS, (a) A licensee shall make
and keep books, accounts, and other records In the form and manner, at the place, and for the
period of time dial the depanmcnt establishes.

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

(c) Tite depanmcnt may require by order that a licensee include on asset on the licensee's
books and records at @ valuation that represents the current value of the asset.

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

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

(2) arepon, ccnificate, or opinion of the independent certified public accountant
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1 \tlit* pciloims the iiiulil, staling dim die financial sinienieiiis were picpated in accordance willi
2 genceinlly itcecliled nccouiiling principles; and

3 (3" nllicr Information liml die department may icqutic.

A See. Itll.'.smi. RECORDS AND REPORTS KEPP DY OTHERS, (a) If aperson oilier
5 limn nlicensee makes or keeps all or pail of die books, accounts, or oilier records of die licensee,
0 ilds chapter applies to die person wviili respect lo die books, .recounts, nnd oilier recoids lo die
7 miiiic extern us if die person were die licensee.

K (b) If n person oilier llian an affiliate or subsidiary of a licensee makes or keeps all or
7 pail of the books, accounts, or oilier recoids of die nffilinle or subsidiary, this chapter applies to
1l die person with icspecl to the books, accounts, and oilier records to die same extent as if die
1 person wcte the iilfilinte or subsidiary.

12 (c) If die dcpiiiliiien] considets it expedient, (lie department may requite a licensee lo
13 obtain lire approval of die department before permitting another person lo make or keep all or
M pan of lire Ixtoks, accounts, or oilier recoids of tlte licensee.

15 See. 1t).135911, INFORMATION ON ECONOMIC DEVELOPMEOT EPTECT. Each
10 year the department shall publish and provide lo tlte legislature information on (lie effect of this
17 chapter nil promoting economic development in the state. ‘Hie inhumation must Include
IH tiggicgulc statistics on

17 (1) lire number and dullnr amount of the financing assistance mnde by licensees
2) to lui.diie.xxes". die amounts shall be organized Into bioad categories based on the types of industry
2 involved; the standard Industrial classification manual may be used for the categories;

22 (2) the number and dollar amount of die financing assistance made by licensees
2] tu minority-owned businesses and lo businesses owned by women; and

23 f3) estimates of the number of jobs created or remitted.

25 Sec. 10.13.000.EXAMINATION OF LICENSEES AND SUBSIDIARIES, (a) The
26 department may at any lime examine n licensee or a subsidiary of a licensee. Licensure under
21 this chapter constitutes Implied consent to examination by die department.

H Ib) The department shall examine n licensee at least once during ench calendar year.
27 (c) At the deptutmenl's request the following petsons shall provide to the department the
30 books, nccounts, and recoids of a licensee or a licensee's subsidiary nnd shall otherwise facilitate
3 the department's examination of die licensee to the fullest extent possible;
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(1) u director, officer, or employee of a licensee Ucing examined Py die
department;

(2) udirector, officer, or employee of a subsidiary of u licensee being examined
by the department;

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

(4) a person having custody of the books, uccoums, or records of u subsidiary of
it licensee lieittg examined by the department.

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

ARTICLE 6. PROHIBITED ACTIVITIES.

Sec. 10.13.610. MISREPRESENTATION, (a) Except as otherwise provided in
AS 10.13.120. n person transuding business in the slate who is not a licensee may not knowingly
use u name nr title that indicates that the person is a BIDCO or otherwise represent that the
person is u BIDCO or u licensee.

(It) A licensee may not knowingly misrepresent the meaning or effect or its licen.

Sec. 10.13.620. INSPECTION OR COPYING RERISAI. A person having custody of
all or part of the books, accounts, or other records of a licensee may not knowingly refuse to
allow the department, upon request, to inspect or make copies of the records.

Sec. 10.13.630. FINANCING ASSISTANCE TO ASSOCIATES OP LICENSEE. A
licensee may not directly or indirectly provide financing assistance to an associate of the licensee.

Sec. 10.13.640. FINANCING ASSISTANCE TO DISCHARGE OBLIGATION TO
ASSOCIATE OF LICENSEE. A licensee may not directly or indirectly provide Financing
assistance lo discharge, or lo free money for use in discharging, pan or all of an obligation to
nn associate of the licensee. This section does not apply to u transaction of an associate of a
licensee in the norma! course of the associate's business Involving a line of credit or financing
assistance with a term of not more tliun five years.

Sec. 10.13.650. CONTEMPORANEOUS FINANCING ASSISTANCE, (a) If the terms
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Chapter 13J

on likli nlicensee piovidcs financing assistance to a business ate less favorable lo the licensee
than the terms on which an associate of the licensee piovidcs financing assistance to the business,
the licensee tuny not ditectly or Indiiedly provide the assistance to tire business within one year
hcloie or niter the associate piovidcs assistance.

(l) I lie linuncing assistance provided hy the licensee's associate Is of n different kind
from the fitiniieiug assistance provided by the licensee, the butden is on the licensee to prove that
the Icons on which the licensee provided tlte financing assistance were nt least as favorable lo
die licensee as die Icints on wliicli the associaie provided the assistance.

Hi litis section docs not apply

(1) if the associate is n controlling person of die licensee nnd Is also lite only
sliaicimlder of die licensee:

(2) if die associate is n subsidiary of the licensee;

(3) to a transaction of an associate of n licensee in the normal course of Iite
associate's business involving either a line of credit or financing assistance with a term of not
uiuic limn live years.

Sec. 10.1J.Mi0. COMPENSATION OP ASSOCIATE, (n) An associate of a licensee
may not dhcclly or indirectly receive from a person to whom the licensee provides financing
assistance

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

(2) (Hirer things of value for procuring, Influencing, or attempting to procure or
inlliicnce the licensee's action with respect to providing die financing asslslance.

(li)  Ibis section docs not apply lo the receipt of fees by an associate of a licensee for
bona fide services performed by tite associate If

fl) the associate, with the consent and knowledge of llite petson lo wlioin the
linuncing assistance is ptovidcd, Is designated by the licensee lo perform the services;

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

(3) the fees for the services are approved as reasonable by tlte licensee; tuitl

(+!) the fees for tite services me collected by the licensee, and the licensee pays
the associate,

See. 10.13.670. EXEMPTIONS, (a) If (he depanmeni finds thatlire exemption Is In the
public iuleiest mid that the regulation of the person or transaction is not necessary for the
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10.13.661) lor the purposes of a particular transaction.

<) The exemption may be unconditional or upon specified terms and conditions and for
specified periods.

ARTICLE 7. ENFORCEMENT.

Sec. 10.13.700. INJUNCTION AND ENFORCED COMI'.IANCE. If. In the opinion
of die dcpanment. n person has violated this chapter, or if there Is rcusonublc cause to believe
tlutl u person is about lo violate tills chapter, the deparunent ntay bring an action in superior court
to enjoin the violation or to enforce compliance with this chapter. Upon a proper showing, a
restraining order, preliminary or permanent injunction, or writ of mandamus shall be granted, and
u receiver or a conservator muy be appointed for the defendant or the defendant's assets.

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

Sec.10.13.720. CEASE AND DESIST ORDERS FOR VIOLATIONS UY LICENSEES.
After notice and a hearing, if the depanmecnt tleicnnincs that a licensee or a subject person of a
licensee has violuit d or is violating, or that there is reasonable cause lo believe that the licensee
or subject person is about lo violate this chapter, the department may order the licensee or subject
person to cense and desist from the action. Tlte order may require the licensee or subject person
lo lake affirmative action to correct a condition resulting from the action.

See. 10.13.730. CEASE AND DESIST ORDERS FOR UNSAFE AND UNSOUND
ACTS. Afternotice and a hearing, if the depanment detennines that a licensee or subject person
of a licensee has engaged in or that there is a reasonable cause to believe that the licensee or
subject person is about to engage in an unsafe or unsound act with respect to the business of the
licensee, the depanmeni may order the licensee or subject person to cease and desist from the
action. The order may require me licensee or subject person to take affirmative action to concct
u condition resulting from the action.

Sec. 10.13.740. OTHER CEASE AND DESIST ORDERS If the department determines
that a factor set out In AS 10.13.720 - 10.13.730 is true with respect to a licensee or subject
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person or n licensee noil iUl llie action or violallun Is likely to cause the Insolvency or
sub.xliinlittl Uissipnlion of llie usscls or earnings of (lie licensee, is likely to seriously weaken the
condition of the licensee, or is likely lo otherwise seriously prejudice the Interests of (he licensee
hcluie the completion of proceedings conducted under AS 10.13.720 - 10.13.730, the department
may order the licensee nr subject person lo cense nnd desist from the action or violation. Tlte
tmlci rimy tcipiitc the licensee nr subject person lo lake nffirmntlve action lo correct a condition
insulting from the action or violation.

Sec. 10.13.750. REMOVAL AND SUSPENSION ORDERS IN CASUS OP VIOLATION
OR OREACII OI: DUTY, (n) 'the department may issue an order removing a subject person
of n licensee from olfice with the licensee and prohibiting the subject petson from funlter
participating in any manner in the conduct of the business of the licensee If the department
determines uftcr notice nnd a hearing that

(If the person has violated this chapter or another applicable law, has engaged
in tin unsafe or unsound act with respect to the business of the licensee, or has engaged Ih an act
that constitutes a b'caclt or the person's fiduciary duly;

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

(3) the nd, violation, or bleach of fiduciary duty Involves dishonesty on the part
of the person, demonstrates the person's gross negligence with respect lo the business of the
licensee, or demonstrates the person's wilful disregard for the safely and soundness of the
licensee.

(b) the department may issue an order removing n subject person of the licensee from
olfice with the licensee and prohibiting the subject petson from further participating In any
manner in the conduct of the business of the licensee, except with the prior consent of the
department if. alter notice and a hearing, the department determines that, by engaging or
participating in an ad with respect to a financial or other business Institution that resulted In
substantial financial loss or other damage, the subject person of a licensee demonstrated

(1) dishonesty or a wilful or continuing disregard for the safely and soundness
of the financial or other business Institution; and
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Clinjucr 133
(2) uiilliness to continue as n subject petson of tlte licensee or lo participate in
conducting die business of llie licensee.

1C) "llie department may immediately Issue nil order suspending n subject person of a
licensee from lite person’s office, if nny. with tlte licensee and prohibiting die subject person
from futtltcr participating in nny manner in llie conduct of die business of die licensee except
with die consent of die department, if llie deparunent determines dial

(1) die factors in (a) or (b) of this section are true with respect lo llie person; and
(2) tin Immediate order is necessary to protect the intcicsts of die licensee or die
public.

(d)In tins section, "office” means, when used with respect to n licensee, lire position of
director, officer, or employee of the licensee or of a subsidiary of die licensee,

See. 10.13.7W). REMOVAL AND SUSPENSION ORDERS IN CASES OF
INDICTMENT OR CONVICI'ION. (n) If llie dcpaitmenl determines that a subject person of
n licensee lias been Indicted by a grand jury or lias been bound over for (rial by a court for a
crime involving dishonesty or breach of trust, and that die continuation of the petson as n subject
person of lite licensee may threaten llie Interests of die licensee or may threaten to Impair public
confidence in die licensee, die depaitment may Issue an order suspending die petson from the
person's office, if tiny, with the licensee nnd prohibiting the person from further participating in
nny manner in die conduct of the business of die licensee until the person's charge lias been
disprsed of.

(b) If die department determines that a subject person or former subject person of a
licensee lo whom an order was issued under (a) of this section, or another subject person of a
licensee, has been convicted of a crime involving dishonesty or breach of trust, and that die
combination or resumption of die person as a subject person of llie licensee may threaten the
interests of the licensee, the department may Issue on order suspending or removing die person
from die person's office, if nny, witli the licensee nnd prohibiting die petson from further
participating in any manner In the conduct of the business of die licensee, except with die prior
consent of lite department.

*(c) Tire fnilutc to convict a subject person who is charged with a crime involving
dishonesty or breach of trust does not prevent llie department from Issuing an order lo the person
under another provision of this diopter.
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1 (il In iliis seciion, "oince** lias die nteaning given in AS 10.13.7S0.

2 See. 10.13.770. HEARINGS ON ORDERS, (a) Within 30 days afteran order is Issued
3 under AS 10.13.710, 10.13.740, 10.13.750(c), or 10.13.760, ihe licensee or subject person of a
| licensee in whom the order is directed may file with llie department on application fora living
5 on die order.

(i lit) If die depanmeni fulls to begin a hearing wlililn 15 business days after die application
7 is filed or widiin a longer period lo which die licensee or subject person consents, die order shall
H be considered rescinded.

7 tc) Alter the hearing, die dcpintment shall affirm, modify, or rescind ihe order.

1] Id) A person lo whom an order Is issued under lliis section may apply to die depanmeni
1 in modify or rescind die order. The department may nol modify or rescind Ihe order unless (he
12 depanmeni delennincs that ii is in ihe public imeresi lo do so and that It Is reasonable lo believe
15 dial the person will comply with llils chupicr.

[ (c) The riglu of a licensee or subject person lo whom an order is Issued under
IS AS 10.13.71(1, 10 13.740, 10.13.750(c), or 10.13.760 to an interlocutory review of the order is
If> not affected by die failure of die licensee or subject person lo apply lo the depanmeni for a
17 hearing on die order issued under this section.

IH See. 10.13.7K0. DISCLOSURE TO SHAREHOLDERS. If the dcpanment determines
17 dial die results of a department communication or order oddrcssed to llie licensee or to a subjeci
il person of die licensee should be disclosed to die licensee's shareholders, the department may
21 reigiitc die licensee lo make the disclosure in the form and mannerdcienitined by the dcpanment.
22 Sec. 10,13.790. MEETINGS OF DIRECTORS AND SHAREHOLDERS CALLED DY
23 DEPARTMENT, (a) If the depanmcnt considers it expedient, the depanmeni may call a
24 meeting of the board cf directors or of die shareholders of a licensee.

25 Ib) The depanmeni shall send nodficallon of the lime, place, and purpose of die meeting
26 not less than Five days before die meeting to each director, if o directors' meeting, or lo each
21 shareholder, if a shareholders' meciing, either by personal service or by registered or cenificd
2H mail scut to the person's last known address as shown in the records of die depanmeni.

27 (e) The licensee shall pay Ihe notice end meeting expenses for a meeting of shareholders
51 called under (a) of this seciion.

kil Sec. 10.13.H00. ORDERS RESTRICTING ADDITIONAL FINANCING ASSISTANCE.
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(a) 'llie depntimciil may Issue an older diiecting a licensee to refrain from providing additional
financing assistance lo businesses if, in Ilie opinion of the department, Ilie order is necessary to
protect llie interests of the licensee or the public, and if, after notice and n hearing, the
department determines that

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

(2) die licensee is conducting the licensee's business in an unsafe and unsound
manner;

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

(d) Tlie licensee hits censed to transact business as a DIDCO;

(5) the licensee is insolvent;

(0) the licensee ha; suspended payment of the licensee's obligations, has made
an assignment for the benefit of the licensee's creditors, or has admitted in writing the licensee's
inability lo pay Ihe licensee's debts as the debts become due;

(7) lite licensee has applied for an adjudication of bankruptcy, leorgauizaiiun,
arrangement, or oilier teller under a bankruptcy, reorganization, insolvency, or moratorium law,
nn Involuntary petition In bankruptcy against lite petson lias not been dismissed in 91) days, or
a person bus applied Tor the relief under the law against a licensee and lite tclicf has been granted
or the licensee lias by un ainnnative act approved of or consented lo the action; or

IR) a fact or condition exists that would have been gtounds for denying the
licensee u license if die fact or condition bad existed when Ihe licensee applied for the license.

(b) If the department determines that a factor in (a) of this section is Hue with tcspecl
lo a licensee and that it is necessnry for the protection of the interests of the licensee or the
public dial die department Immediately prevent tlte licensee from providing additional financing
assistance to businesses, the department may issue the Older without a heating.

(c) If tire department consents, a licensee that lias been lite subject of ait order under (a)
or (b) of this section may resume providing financing assistance lo businesses under the
conditions that tite department prescribes.

(d) A person to wlton nn order is Issued under (a) or (b) of this section may apply to
the department to modify or tcscind the order. The department may not giant the application
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unless IIn' department determines iliat li is in the interest of tlte public to do so nnd timt it is
reasonable to believe iliat the person will comply with tills chupler.

Sec. 10.13KIO. TAKING POSSESSION OF LICENSEE, (a) If the dcpanment finds
tli.it n factor in AS 10.13K0O0 is true with respect to a licensee and that it Is necessary for tlte
protection of the interests of the licensee or of the public, the deportment may lake immediate
possession of the property and business of the licensee and appoint a conservator for ihe licensee.

ib) llie rleptmment may appoint as conservator one of the employees of the division of
banking, securities, and corporations of the department or another competent and disinterested
person The division shall lie reimbursed out of the assets of the conservatorship for ull money
expended by the division in connection with the conservatorship. Upon the approval of the
depanmeni, die expenses of the conservatorship paid for by tlte division shall be paid out of the
assets of llie licensee. Payment of die division expenses shall take priority over other payments
frtuti the assets anil shall lie fully paid before a final distribution is made.

(e) Under llie direction of tlte department, the conservator shall lake possession of the
Imuk.s, records, nnd assets of tlte licensee and shall take other action that is necessary to conserve
die assets of the licensee or to ensure payment of obligations of the licensee pending fiinher
disposition of the licensee's business.

(d) At nn appropriate lime, the dcpanment may terminate the eonscrvoiorship nnd permit
tlte licensee to resume the transaction of the licensee's business subject lo the terms, conditions,
rustriciinns, and limiluiinns lite department prescribes.

Sec. 1(113.H20. RECEIVERSHIP, (a) The depanmenimay apply to lite superior coun
fur the appointment of u receiver for a licensee, if the dcpanment determines that the licensee
should lie liifiiid.iled because

(1) the licensee is insolvent;

(2) the licensee lias suspended payment of the licensee's obligations, has made
an assignment for the benefit o f the licensee's creditors, or hus udmitted in writing tlte licensee's
inability to pay the licensee's debts as the debts become due;

(3) die licensee has applied for an adjudication of bankniptcy, reorganization,
arrangement, nr other relief under a bankniptcy, reorganization, insolvency, or moratorium law;

(3) a person lias applied for the relief described under (3) of this subsection
against a licensee and llte licensee has by an affirmative act approved of or consented to the
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action or the icliff Ikis been gitmlctl; or

(5) the licensee is In a condition tlint makes it unsafe or unsound (or llte licensee
ld Irtinsjcl business.

(It)If n receiver is nppninlcd under (n) of this section, the receiver shall liquidate the
properly nnd business of the licensee.

Sec. 10.13.830. CIVIL PENALTY, (a) If after notice and a hearing the department finds
that u petson has violated this chapter, the department may order the person to pay to the
department it civil penally in the nniotinl the depanmecnt specifics, Ilte civil penally may not
exceed 51,000 for each violation, or in (lie case of a continuing violnlioo, SL.UfX) for each day
the violation continues.

(b)  This section does not apply to an act committed or omitted in good faith in
conformity with an order, regulation, declaratory ruling, or written Interpretative opinion of the
department, even If the order, regulation, declaratory ruling, or written intctpiciaiive opinion is
later untended, rescinded, or repealed, or determined by judicial or other nuihority lo be invalid.

(c) lire provisions of (a) of this section arc in addition to.and not alternative lo. the
otlic provisions of this chapter that audiorizc the deparunent to issue orders or lo take other
uctio.i on account of a violation of this chaprer.

ARTICLE 8. GENERAL PROVISIONS.

See. 10.13.830. CONSTRUCTION OE CHAPTER. This chapter shall be liberally
construed to accomplish its purposes.

See. 10.13.800. APPLICATION OP ADMINISTRATIVE PROCEDURE ALT TO
PROCEEDINGS, A proceeding under AS 10.13.830 is subject lo AS 44.62 (Administrative
Procedure Act), Except as otherwise provided in this chapter, other proceedings nnd actions
under this chapter are exempt from AS 44.62.

Sec. 10.13.870. APPEALS. A filial order of nn administrative proceeding uuucr
AS 10.13.710 + 10.13.760, 10.13.R00, 10.13.810, or 10.13.830 may be appealed to the superior
court.

Sec. 10.13.880. PROVISIONS OF LICENSEE'S INCORPORATION. Except as
otherwise provided in this section, the provisions of the law under which a licensee is
Incorporated apply to the licensee. If a provision of the licensee's Incorporating law cunllicts
with a provision of this chapter, this chapter contiols.
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Chapter 133

See. 10.1J.IWO. ASSOCIATES, (a) In AS 10.13.300 - 10.13.320 and 10.13.630 -
II13.fih1). u person who is un associate wiihin six inonihs before or aficr a licensee provides
financing assistance snail he considered lo be an associate as of the dale Ihe licensee provides
llte assistance.

1) 1f a licensee, in order lo protect lite licensee's interests, designates a person lo serve
as a director of, officer of, or in a management capacity of a business to which the licensee
provides financial assistance, llte person may not, on that account, be considered to be nn
associate under AS 10.13.300 - 10.13.310 or 10.13.630 - 10.13.660. This subsection does not
apply if the person lias, directly ur Indirectly, another financial interest in the business or If the
person, at tiny time before the licensee provides the financing assistance, served as a director of,
officer of. nr in another capacity in the management of the business for a period of 30 days or
mure.

Sec. 10.13.")D0. O il [ER LICENSES. A corporation that Is licensed under this chapter
may apply fur and he issued a license under another law of the state, federal government, or of
number stale in lite United States unless the transaction of business by the corporation as a
licensee under the other license would violate Ihis chapter or would be contrary to the purposes
uf this chapter.

See. 10.13.010. EXEMPTION. A licensee is not subject to llte provisions of AS 08.

See. 10.13.020. AUTHORITY OF DEPARTMENT, Iite provisions of litis chapter
relnrig in conflicts of interest do not limit the authority of the department lo determine that an
Iltd involves n conflict of intetesi and is therefore nn unsafe or unsound act.

See. 10.13DK). CONFIDENTIALITY, (n) llte commissioner, deputies, and other
employees of the department may not disclose information acquired by them in the discharge of
their duties under this chapter except to the extent disclosure of the information is required by
law, other than the public records provisions of AS 09.25.110 -09.25.220, or is required by conn
order.

tli)Notwithstanding (a) of this section, tite department may disclose information that Is
confidential under (a) of litis seciion if llte depanmeni determines that disclosure of the
ittlunnalinn is necessary lo promote the public interest. Tills subsection does not authorize the
disclosure of information acquired by the depanmeni In tlte course of an examination of a
licensee.
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(c) NolwiiliMaiidiiig fa) of this section, tlic department may furnish information il>n is
voilliUuillitil under (it) of this section to the Alaska Science niltl Technology foundation
established under AS 37.17.010 If the Information is related lo n DIDCO thill has icccived
ussislance tinder AS 37.17.200 « 37.17.390 or to a person who is seeking assistance mulct
AS 37.17.200 - 37.17.390.

(d] A IMUCO mny ptovide lo a current or prospective cieditor or shareholder of Ihe
DIDCO a copy of tin examination rcpoit on the DIDCO made by the depanmeni under this
chapter.

Sec. 10.13.990. DEPINITIONS. In this chapter,

(I) "affiliate" mentis, if used with respect to a nonnalural petson, a petson who
conttols the nonnnlurnl petson, who is controlled by the nonnalural person, or who is controlled
by n petson who also controls the nonnalural person;

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

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

(D) a director, officer, or pnttncr of a person referred to in (A) of tin;
paragraph;

(C) a person who controls, Is controlled by, or is under common Control
with u person tcrerted to in (A) of lids paragraph, directly or Indirectly through an
Intermediary:

(D) nclose relative of a person icfetrcd to in (A) of this paragraph; in this
subparagraph, "close relative" means a pntent, child, sibling, or spouse, or a iclativc of
the same degree through marriage;

(E) a person of svhiclt n person referred to in (A) m{D) of this parngiaplt
Is a director or officer;

(f) n petson In which a person referred lo in (A) - (D) of this paragiaph,
oracombination of the persons acting in concert, owns or controls, directly or indirectly,
a 20 pcreeiil or greater equ'ty Interest;

(3) "DIDCO" means a corporation that is licensed under this chapter to provide
finunciul nnd management assistance to businesses;

(4) "business” menns a person who transacts or proposes to transact business on
n regular and continual basis;

-25- CSSSlil 330(fIN) am S



Chapter 133

1 (5) "control" means, if nscil with respect to a specific person, the power to direct
2 or cniisc llie direction of, directly or indirectly through an Intermediary, the management and
1 policies of the person, through the ownership of voting interests, by contract other than a
o commercial contract for goods or nonnianagemenl services, or by other meuns; a natural person
5 is not considered in control another person solely because the natural person is a director, officer,
b or employee of the oilier petson; u person is rebuttably presumed to control a corporation if the
7 person directly nr indirectly owns of record, holds IreneficlaMy with power lo vote, or holds
H proxies with discretionary authority to vote, 20 percent or more of the then outstanding voting
7 securities issued Iry a corporation;

1] (fi) "controlling person" means, if used with respect lo a specific person, a person
1 who controls the specific person, directly or indirectly through an Intermediary;

12 (7) “"corporate name" meansthe name of a corporation in its articles of
Il incorporation;

Il IK)  "depanmcnt” meuns the Department of Commerce and liconoinlc

15 Development:

16 ID) "insolvent" means not paying debts In the ordinary course of business, not
17 paying debts as they become due. or liabilities exceeding assets;

K 110) "interests of llie licensee" Includes (lie interests of the shareholders of the
17 licensee;

20 [11) "license" means a license Issued under this chuplcr;

2 (12) "licensee” means a corporation that Is licensed under thischapter;

22 (1) "officer" means

22 (A) with respect to a corporation, a person appointed or designated as an
21 officer of the corporation by or under applicable law or the corporation's unicles of
25 incorporation or bylaws, or n person who performs with respect to the corporation the
21t functions usually performed by on officer of a corporation;

2 (1) with respect to a specific person oilier than a natural person or a
2K corporation, a person who performs for the specific person the functions usually
27 performed by an officer of a corporation for a corporation;

mil (17) "order" means un approval, consent, anthorijalion. exemption, denial.
71 prohibition, ot requirement applicable to a specific case and issued by tlte dcpanment, including
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1 n license condition nnd nn nyrccment mnde by a person witlt (lie depatimcill under lliis clin]ilcr.
2 (15) "person” includes n government and an agency of n government: when used
3 with tcspecl to ticiptiting control of or controlling a sp 'eilic person, "person” includes a
’ combination of two or mote persons acting In concert;

5 (10) "principal shareholder" means a person who owns, directly or indirectly, of
6 record or beneficially, securities representing 10 percent or mote of the outstanding voting
7 securities of it corporation;

8 (17) "subject person" means

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

10 (U) a director, officer, or employee of a licensee or of a controlling
11 person, subsidiary, nr affiliate of a licensee;

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

"4 (D) Ifused with respect lo a licensee, a company or business of which the
15 licensee holds control under AS 10.13.260 ¢ 1U.13.280.

16 See. 10.13.995. SHORT TUTU. This chapter may be cited as tire Alaska DIDCO Act.

17 «+See. 2. AS 37.17 is amended by adding new sections to read:
11 ARTICLE 2. DIDCO ASSISTANCE PROGRAM.

19 Sec. 37.17.2(H). PURPOSES OI: DIDCO ASSISTANCE PROGRAM, llte piupcscs of
20 AS 37.17.2(H) - 37.17.3SH) include

2 (1) assisting in lite formation and capitalization of one or mote DIDCOsthat have
22 n highly qualified management team and a good business plan, and dial ate designed to operate
23 in a profit-oriented, market-disciplined manner, with excellent prospects for long-term financial
24 success and viability;

25 (2) promoting economic development by providing n new sourceof riskcapital
26 and management assistance for businesses, especially small and medium sired businesses, in
27 geographic atcas throughout the stale, including businesses in rutal n'eas and disticsscd areas.
8 and including minority owned businesses;

29 (3) using state resources to attract oilier capital resources; a:'d

10 (4) promoting llie successful opciation of BIDCOs.

i See. 37.17.210. BIDCO PUND. The BIDCO fund is established In die Alaska Science
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mill Technology Foundation. The fund consists of appropriations made to the fund by the
legislature mill repayments of loans made under AS 37.17.2(H) - 37.17.390.

See. 37.17.22(1. USE OF MONEY IN DIDCO FUND, (a) From the money In the
1111)00 fund, the foundation may make loans or other financial assistance, os authorized under
AS 37.17.220 +37.17.39(L, lo assist in the fottnnllon, capitalization, and operation of corporations
that arc licensed under AS 10.13.

(Is) The foundation may not authorize new financial assistance under AS 37.17.2(H) -
37.17.390 alter June 30. 199A, without the apptovnl ol the legislature.

Sec. 37.17.230. 11IDCO CAPITALIZATION LOANS. A DIDCO capitalization loan for
the initial capitalization of a DIDCO shall be made under the terms and conditions that the
linuulaiiiin determines to be appropriate and that ore consistent with AS 37.17.200 » 37.17.390.

Sec. 37.17.210, LOAN COMMITMENT CONDITIONS, (u) When issuing o
commitment lo make a DIDCO capitalization loan, the foundation shrill make the loan closing
contingent nn

(I) the DIDCO receiving a license under AS 10.13, which may occur
simultaneously with the loan closing:

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

(3) other conditions that the foundation may impose.

<) 'Die foundation may not Issue a loan commitment under this section unless the
foundation ilelctmines dial the prospective DIDCO satisfies high quality evaluation standards as
determined by the foundation. Tlte evaluation standards must include lite following findings:

(1) the loan is likely to suhstanlially promote the purposes of AS 37.17.200 -
37.17.390;

(2) ihe UIDCO's prospective management learn is highly qualified to manage lite
DIDCO.

(3) the DIDCO's business plan is a good business plan lliat, together with the
management team, promotes confidence in the prospects for the long term financial success and
viability of lite DIDCO; and

(T) if die foundation Issues a loan commitment to the DIDCO, it Is probable that
the DIDCO will be able ;o satisfy the capitalization requirements of AS 37.17.250.

Sec. 37.17.251). INITIAL CAPITALIZATION OF DIDCO. (a) T'ieinitial capitalization
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of uUIDCO lo which llie foundation makes n UIDCO cnpitaliznlion loan imisl include

(1) nl least $5(X),(XX) In equity invesimem in Ihe 11IDCO, in addition lo any
organization costs paid for or owed by the DIUCO;

(2) llie DIDCO capitalization loan; nnd

(.1) additional capital in an amount required by the foundation mid oil terms and
conditions acceptable to die foundation; the additional capital may be in the form of debt, prams,
equity investment in addition to Iite minimum equity investment rcquitcment of $300,(XX) under
(1) of litis subsection, or n combination of debt, grams, and the equity investment.

(b) The minimum equity Investment under (a)(1) of tltis section must be fully icccived
by the UIDCO bcroie or at closing of the BIDCO capitalization loan. The BIDCO capitalization
loan shall lie fully disbursed to llte BIDCO at closing. Tlte additional capital shall also be fully
disbursed ill closing; however, if the foundation is satisfied that tlieie is a firm commitment for
the additional capital oil terms acceptable to the foundation, that Iite soutce fur the additional
capital will deliver on the firm commitment, and that lhe documents evidencing the additional
capital have bed executed nnd Include terms accepts! iv lo lite foundation, the additional capital
may tic disbursed to the DIDCO on a pliescd-in basis on terms acceptable lo lite foundation.

See. 37.17.2fi0. SUBORDINATION OP BIDCO CAPITALIZATION LOAN. A DIDCO
capitalization loan may Ire subordinated to lite additional capita! icquitrd under
AS 37.17.25(I(u)(3).

See. 37.17.270. DIDCO CAPITALIZATION LOAN PAYMENT AND INTUIUSST. (a)
A DIDCO capitalization loan trust be suuctuted so that the full nmoum of the piiitcipnl is due
in n lump sum at the end of lite loan term.

(b) Interest on a DIDCO capitalization loan accrues during die loan Iciin and Is due at
the cud or tlte loan term.

See. 37.17.280. DIDCO CAPITALIZATION LOAN CREDIIS. (a) A UIDCO
capitulizutiou loan must include a fomtula that allows the DIDCO to earn ctedlts to reduce the
interest and piiucipul owed on the lonu. The formula shall be based on incicasing jobs and sales
in some or till of llte businesses financed by the DIDCO nnd on susta'niug tite Iticicascs. To the
extent the foundation dcletmines appropriate, the foundation tnay also provide ctedils in situations
wlt-re the UIDCO clearly demonstrates to the foundation that jobs would have Itecn lost il the
DIDCO hud not provided financing assistance.
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[I>) The foundation ih ill c.sialilisli procedures nnd guidelines for the certification by die
reniniliimn of credits enined by a niDCO under this seciion. including the circutnsttinees under
which the finiuduliun may deny the credits. Within the guidelines, die specific decisions
regarding die grunting nr denial of die credits ore left to die discretion of die foundation.

See. J7.17.2W.  IMPLEMENTATION OF DIDCO CAPITALIZATION LOAN
I'KOOUAM. (a) Tlic foundation shall implement llie program for making DIDCO capltulizution
loans under AS 37.17.200 - 37.17.300 In a manner designed to encourage financing assistance
by I11IK'Os to businesses throughout the state. Through the use of one or more formulas
designed under AS 37.17.e80, tlte foundation shall provide special Incentives to encourage the
financing of businesses located in distressed areas, including distressed rural areas, and the
financing of minority osvned businesses. In tills subsection, "minority owned business" means
a business that is owned, controlled, and operated by an Individual who is a member of a
minority and in which more than 30 percent of the net profit or loss atlrihmahle to the business
accrues to a member ofa minority; In this paragraph, "memirerof a minority" includes a person
who is black, Hispanic, or Alaska Native.

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

See. 37.17.3IXI TERMS OF DIDCO CAPITALIZATION LOANS. When determining
the amount nrrange of amount for a UIDCO capitalization loan, the term to maturity of the loan,
the interest t.ie for the loan, the additional capital requirements for the loan, and the formula for
earning credits under die loan, die foundation shall consider the fallowing objectives:

(1) that the DIDCO will have adequate capitalization to support a highly qualified
management team, to implement a business plan that, when combined with the management team,
will promote confidence in the prospects of the DIDCO for long-term financial success and
viability, and to otherwise promote the purposes of AS 37.17.200 - 37.17.390;

(2) that the additional capital requirement is In an umoimt that encourages the
DIDCO to raise as much capital as feasible from sources other than the BIDCO capitalization
hum. without unduly hindering Ihe ability of the DIDCO to become operational;

(3) that the formula for earning credits under AS 37.17.280, combined with the
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oilier lerins imtl conditions of Ilie Ir vill be designed so lli.il wilh a reasonable performance
by llie UIDCO. llie UIDCO will be .ole lo cam sufficient credits lo reduce llie amount of
principal mid itilcicst owed oil (lie loan lo zero by or before the cud of llie loan Ictnr. and

(<) lliai the fotmula Tot canting credits under AS J7.17.2K1), combined with die
other terms uud conditions of the loan, is sufficiently challenging that the special incentives
provided by the credits allowed under AS 37.17.280 remain in clfecl for the longest feasible lime
during the loan term us is consistent with meeting the oilier objectives identified in this section.

See.37.17.310. ACCESSTO MEETINGS AND INFORMATION. Whilea UIDCO loan
is outstanding nnd the obligations of the UIDCO to the foundation remain undischarged, the
UIDCO shall nlitiw the foundation lo have a representative present at all meetings of the
BIDCO's board of directors nnd of the BIDCO's shareholders, lo tcccive all notices and
Information sent to ihe board of directors or llie shareholders, lo have die same access lo
information about the UIDCO as the directors have nnd as the shareholders have, nnd to receive
additional rcpuits or information fiom Ihe UIDCO that Ihe foundation icitstinilbly ictpicsts.

See.37.17.320. UIDCO OPERATION LIMITATION. While n UIDCO loan is
outstanding nnd the obligations of llie UIDCO lo (Ire foundation remain undischatgril, the UIDCO
may not provide financing assistance to businesses located outside the slate. If a business
assisted by llie UIDCO Iras nuilll-sinle or nuilli-naliunal operations, the location or llie business
Is whctc the Inigcsl economic benefit of the financing assistance transaction made by the UIDCO
in the business Is likely to occur.

See.37.17.3J0.  SURRENDER OP DIDCO LICENSE. While n UIDCO loan is
outstanding nnd the obligations of the DIDCO lo the foundation arcnot discharged, the UIDCO
may not suricudcr Its license under AS 10.13 without the written consent of the foundation.

See.37.17.3d0.CLOSINO ASSISTANCE. |If determined by the foundation to be
advisable, the foundation may use money in the UIDCO fund lo provide assistance to a person
lo complete llie tusks necessary for llie person lo achieve a closing on a UIDCO capitalization
loan, flic foundation may ptovide the assistance on the terms and conditions that the foundation
determines appropriate.

See.37.17.350.  CONFIDENTIALITY. In order to promote the purposes uf
AS 37.17.2(X) - 37.17.390. Ihe foundation may establish policies under which it will keep
confidential piopiictnry information submitted to the foundation liy an applicant fur a loan or
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1 other financial assiMiiitcc nnilcr AS 37.., 2IX) - 37.17.391) and by a UIDCO iliat lias received a
2 Item nr nilier lin.iiciil assistance under AS 37.17.31X)- 37.17.390. 'llie information iliat Is
3 determined in lie confidential under lliis seciion Is not a public record under AS 09.2S.110
I 09.25.220.

5 See. 57.17.3fi0. SUIISEQIENT LOANS. If (lie foundation determines Ilinl a niDCO.
fi nflei retellillti a illDCO capitalization loan, lias performed well finniicially and in promoting tite
7 purposes of AS 37.17.21X) - 37.17.390, and if more than four years have elapsed since die loan
H was made, die foundation may make an additional loun 1Otic UIDCO, on llte terms nnd
9 conditions dial the foundation considers appropriate.

1] See. 37.17.390. DEFINITIONS. In AS 37.17.200 - 37.17.390.

1 1 "additional capital" means die additional capital required under
12 AS .17.17.250(a)(3);

15 (2) "DIDCO" means a corporation licensed under AS 10.13;

Il (3) "UIDCO capitalization loan" means a loan made under AS 37.17.230 for the
IS initial capitalization ofa UIDCO;

Ifi (1) "NIDCO loan" means u OIDCO capitalization loan or a subsequent loan made
17 mulct AS 37.17.3ftll;

H (5)  "foundation" meuns the Alaska Science and Technology Foundation
19 established under AS 37.17.010.

20 * Sec. 3. AStlfi05.270(a) is amended to rend:

pal lal In addition to loans and acquisitions expressly authorized bylliis chapter, astate bank
22 may ileal in, underwrite, ami invest in for its own account

25 (1) direct or guaranteed obligations of the United States, cither directly or in die
id form of securities of, or either interestsin. nnopen-endmanagement typeinvestmentcompany
25 or investment trust registered under 15U.S.C. 80a-1 - 80a-6d(Investment Company Act of
ifi 1910). if

21 (A) ihe ponfolio of the investment company or investment trust Is limited
28 m obligations of the United Stutes government andrepurchase agreements fully
29 collateralized by the obligations; and

50 (L1) ihe investment company or investment tnist lakes delivery of the
3l collateral directly or through an authorized custodian;
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general obligations of llie Stale of Alaska anil its political subdivisions;

)
J) gencut! obligalions of nstale of lite United Stales or its political subdivisions;
I) revenue obligalions of (lie Stale of Alaska or ils political subdivisions subject
of (b) of this seciion;

2

(
(
(
u the liinilaliun
(5) revenue obligalions of a stale of Ilie United Slates or its political subdivisions
subject lo llie limitnlioii of (b) of lliis seciion;
(0) obligations of insliuuiculalilies of the United Stales government including, but
not limited lo Pcderul Intermediate Credit Banks, federal Land Hanks, (lie federal National
Mortgage Association, nnd Banks for Cooperatives;
(7) commercial pnper of prime or equivalent quality as rated by a tcctu, sized
national taring service subject to (lie limitation of (b) of this section;
(B) secured corpurnte obligations rated within the three highest grades of a
national ruling service subject to the limitation of (b) of Iliis seciion;
19) obligations o f the International Bank for Reconstruction and Development, the
Intcr-Auicricun Development Bank, or the African Development Bank, subject lo the limitation
or (h) of this section;
(1(1) slock in the federal National Moitgnge Association, afederal Reserve Bank,
or u federal Home Loan Bankg
(1) llie sloelts. bond?, nnd oilier securities of
(A) ncornnrnlloit licensed under AS 10.13; or
(P1 acorporation nllcmnlinglo become licensed under AS 10.1tif the
cnrikirnllon Intends lo use lite proceeds lo fulfill (lie Insks necessary lo liccumc
licensed under AS 10,13.
"See. 4. AS 0fi.05.270(h) is amended lo read:
(b) A state batik ntay not underwrite or Invest for its own account an amount e.scccdiug
15 percent of ils combined capital, surplus and undivided profits in nny one issue uf securities
authorized in (u)(-1) and (5) or this section or with any one obligor of the securities authorized
In (a)(7), R)j |AND] (9), and (1) of Ibis section.
1See. 5. AS 00.15.240 is amended to read:
Sec. 06.15.240. INVESTMENTS AUTHORIZED. Subject lo the ptovisions of this
chapter mid regulations under this chapter, n mutual bank may invest in
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| (1) itltliculions of the United States and those fur which the faith of lhe United
| Si.nes is pledged in provide for the payment of the interest and principal, obligations for which
| government or any of its instrumentalities in accordance with an Act of Congress entitled the
5 "Housing Act of 101'7," are pledged as security for the payment of the interest nod principal, and
6 obligations of any agency of the United Slates;
7 (2) obligations of uny state of the United States and those for which the faith of
H any stale of the United States is pledged to provide for Ihe payment o f the interest ami principal;
(1) obligations of a city, village, town, county, dcpurliocnl, agency, district,
0] authority, commission or other public body of any state of the United States, subject to the
[ exercise of the same degree of care and prudence that persons prompted by self-interest generally
13 exercise in their own affairs;
I (-1)any property improvement note issued under the provisions of Title | of the

11 National Housing Act and uny other real property improvement note in n principal amount not
15 in excess of 115,000, not including interest;

16 (5) obligalions of ihe Dominion of Canada or provinces oftite Dominion of
17 Canada payable in United Slates funds;

1l (6) ihe stocks, hands, nnd oilier securities of

> (Al acnmorntinn licensed under AS 10.13; nr

30 () ncorporation nlleinnting lo become licensed under AS 10.13 If lite
31 foriuirnlinn intends lo use llte proceeds In fulfill the litsks necessary In become
23 licensed under AS 10,13

33« Sit. fi. AS06.25.170 is amended to rend:

M See. 116.25.170. PURCHASE AND SALE OP SECURITIES. A Imst company may
35 purchase, invest in and sell stocks, bills of exchange, bonds and mortgages nnd other securities.
36 When money or security for mot.cy is borrowed or received on deposit, or for investment, the
37 bonds or obligations of the trust company may he given, but it may not issue bills to circulate
3K as money. In Ibis svilinn. "slocks, hills of exchange. linnils. innrlettL'cs. nnd oilier securities”
2'l include the slin ks, hills of cvclianite. hntids. tnnrlenEfS. nnd other securities of

kil (Ilariirnnrnlimi licensed under AS 10.13: nr

3 (31n cnrtinrallnn nllcmnlinL" lo become licensed underAS 10.13 If Ihe
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ciirmm nliim inlciits lo use llienrocceds lo fulfill Hietasksnecessary lu bcciime licenscil
unilit AS 10.13.

* See. 7. AS 1)6.30.610 Is timciidcd (o ecntl:
See. 06.30.610. INVESTMENTS IN SECURITIES. Ah association may invest in the
following securities:

(1) obligations of, or guninntccd as to principal anti interest by, llie Uniterl States
or Iliis state without limitation;

(2) stock of a Federal Home Loan llank of which it is eligible to I<c a mcmlrei
nnd ill obligalions or consolidated obligalions of anyFederal Ilonic Loan Hank;

(3) stock orobligalions of tire Federal Savings and Loan Insurance Corporation;

(-1) stock or obligalions or a national mortgage association or its successor;

(5) demand, lime, or savings deposits with a bank or bust company whose
deposits me insured by tire Federal DepositinsuranceCorporation;

(6) stock or obligations of any corporation or agency of the United States or lliis
state, or In deposits of lite corporation or agency I'FIEUEWITII| to tire estcnt that die
corporation or ngcncy nssisls In furthering or facilitating die association's puiposcs 0i powcis;

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

(K) evidence of Indebtedness that is a general obligation of n city, town, village,
school district, or oiliermunicipal or political subdivision oflliis shnic;

(9) oilier stocks, securities! or obligations that the commissioner nppiovcs and
places on a published list; an association investing in securities listed by die commissioner is nut
required lo dispose of die securities if at n Inter time the commissioner removes the securities
from die lisi;

(10) the slocks, bonds, and oilier securities of

(A) ncornorallo. licensed under AS 10.13: or
ID) ncorporation altciimtine to become licensed under AS 10.13 if the
licensed under AS 10.13.
* See. 8. AS 06.45.1)60(7) Is amended lo read:
(1) invest ils funds
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(A) in loans exclusively lo members:

(I1) in obligations of the United Slates or securities fully guaranteed as to
[>rincip:il and interest by the United States;

(C) in loans to oilier credit unions in llie total amount not exceeding 23
percent or its paid-in and unimpaired capital and surplus In accordance with regulations
adopted by llie commissioner,

(D) in shares or accounts of savings and loan associations or mutual
savings banks that arc insured by the federal Savings and Loan Insurance Corporation
or the federal Deposit Insurance Corporation;

<C) in obligations issued by banks for cooperatives, federal land banks,
federal imciiuedinle credit banks, federal home loan bunks, the Federal Home Loan Dank
Hoard, or a corporation designated In 31 U.S.C. 9101 us a wholly owned federal
government corporation; in obligations, participations, or other instruments of or issued
by or fully guaranteed as lo principal and Interest by the Federal National Mortgage
Association or the Government National Mongugc Association; in mongoges, obligalions,
or other securities tlial \VIIICII| are or have been sold by the Federal Home Loan
Mortgage Corporation under 12 U.S.C. M54 nr 12 U.S.C. 1355 (Fcdcrnl Home Loan
Mortgage Corpnralinn Acl) ISECS. 305 OR 306 OF THE FEDERAL HOME LOAN
MORTGAGE CORPORATION ACT]|; orinobligations or other instruments or securities
of the Student Loan Marketing Association;

(F) in participation certificates evidencing beneficial interests in
obligations, or in the right to receive interest and principul collet lons from obligalions.
jltal [WHIICILL luive been subjected by one or more federal agencies to a trust or trusts
for which an executive dcpanment, agency, or instrumentality of the United Slates or its
head has I>ecn named to act as misice;

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

(1) In shares, share cenificales, or share deposits of federally Insured
credit unions;

(1) in the shares, stocks, or obligations of another organization providing
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services thru ate associated with the routine operations of credit unions, up lo one percent
of the tolttl paid-in and unimpaired capital nnd surplus of the credit union wiiti the
approval of the commissioner; JAND]|

(J) in the capital stock of the National Credit Union Central Litpiidity
PncHtly: nnd
IK) lit the slocks, bonds, and oilier securities of
(1) acornoralion licensed tinder AS 10.1); nr
(i)~ n- corporation nllciiiplirtis lo become licensed under
AS 10.13 if llie corporation Intends lo u*c lire proceeds lo fulfill the tasks
necessary to become licensed under AS 10.13;
* See. 9. AS 37.1IL(IR5(n) Is amended lo read;
(u) Except us provided in (c) or (dI of this seciion, neither the state nor a political
subdivision of the stale may
(1) make a subscription lo the capital stock of a corporation;
12) lend ils credit for The use of a corporation; or
(1) borrow money for the use of n corporation.
* See. 10. AS 37.10.085 Is amended by ridding a new subsection to read:
(d) This section does not apply lo
(1) the financial assistance program established under AS 37.17.200 - 37.17.390;
or
(2) Investments of the assets of the public employees' retirement system
established under AS 39.35 or llte teachers' retirement system established under AS 1d.25. to the
extent llte investments are made in the slocks, bonds, and other securities of
(A) acorporation licensed under AS 10.13; or
(ft) a corporation attempting to become licensed under AS 10.13 if the
corporation intends to use the proceeds to fulfill Ihe tasks necessitry to become licensed
under AS 10.13.
* See. II; AS 37.17.010(b) is amended to rend:
(bj The purposes (PURPOSE) of the foundation gre [IS] lo
(1) promote nnd enhance thiough basic and applied rcscnich: economic
development nnd technological Innovation in Alaska; public hcaltli; telecommunications; and
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FISCAL NOTE

STATE OF ALASKA BILL NO. HB14

1993 LEGISLATIVE SESSION

Revision Dais: April 1, 1993 DepL Affected: Revenue

Tide: Appropriation for Capitalization QoL AK f2-1 R Tsrh FrtiA+n
of the BIDCO Fund Component: AK Sci & Tech Fndtn

Sponsor: Bettye Davis

R tor:

equestor. Bottya D avis- COMPONENT SERIAL NO. 1009

Expendilurea/Ravenueo: (Thousands ot Qollars)

OPERATING FV9d FY95 FYS0 FYQ7 FY98 FY89

PERSONAL SERVICES

" WVE

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND 4 STRUCTURES
GRANTS. CLAIMS

MISCELLANEOUS J
iTOTAL OPERATING 3r

CAPITAL

IREVENUE RUND SOURCE: 13,000 .00 13.,Q00,00(: 4,000.4)9

FUNDING (Thousands ol Dollars)
1002 Federal Receipts

1003 G- Mhich

1004 G-

1005 GHProgram Receipts

1006 GHIVHTIA

other S(:l"];eg{hPEndowment 3.000.00 3,000.00 4,000.0f1
TOFAL b,000.00 3-000.00 4.000.0f1

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

Estimate ct current year (FY93) impact: i N/A

ANALYSIS: (Attach a separate pago if necessary)

See Attached Analysis

Prepared by: v fetter*-'C phona: (907) 272-4333
Division: \sr _37cjjr5ce"Aphnology Foundation Deate: 4/1/93
Agproved hy Commissioner: S 7 A J / Z : °»¢; fy [ fS

Agercy. Njepaxtment of Re”gfaue

PREPARER TO PROVIDE ALL OtSTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further dlalributian Information call Ihe Governor's Legislative O ffice

(fIM UfIRI M!aiu uuOSR Pagd ) Q
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Analysis
Assumptions:

Thet the aqoroprlatlm of$3mlllon &om fund 102551375 will not severely inpact the
operations ad ty of ASTF. This is true only if additional legislative
opriations 0 fmds do not occur. It is |rr|cns'5|ble to predlci the outcorre of other
ﬁ‘dlng legislation. I additional Ieglslatlon does nat &ss expenditures outlired in
scal note, ASTF oould fud zatlon over a trreeyear period ad

meintain ASTF grants and operations fa'mAS“IF

This presurres thet no other appropriations are meck from the endowment eamings ather then
those requested for ASTF operating and grants and that the ASTF endownent, upon which
interest inoom'e is dependernt, is not recuced fromiits current level of $101,087,@¥ ' There are
curently ather hills pending which would appropriate funds from the ASTF endowrent
eamingg.

Program Summary
1 This fiscal note docs not fund any ackitionel positiors.
2. This fiscal note does not justify mejor expenditure iten's.
3 Thebesis for the estinete of available ASTF interest incame is basedon curent

eaming adtivities of the fund besed onan erﬂaAnHtof$1010370(D
thehi jections supplied by the Alaska Permanent Furldfoi%t

will have $ million in interest incoe available on Jul

projection for eamings on the ASTT endonnent for is $8 million 'Ihs
results in atota1lclrterest wwaT%ofﬂS]B million G%EEASIEW
budget request for i expersss is $9,609,000; this would leave
aF%q?Jromrmte n[% $3400,000 In interest incorre generated through

There are currently other hills peming which would appropriate funcs from
ASTFendonmentéam gFfmher etingendowment eamings and theinterest
eaming capebilities of

4. Section Cost Analysis—he total oost of HB14 is $3000000 in FYH,
%&%&BF@MMOOOOOOmFY% Total cost cLring FY4 s liited

Economic Impact—Fhis revised fiscal note is offered as a way to capitalize the
BIDOO fund without serious nped ASTFs ability to anard grants and
conduct business in FY4, . If other legislative aqqorqonatlors
pass Which uﬂhzeAS]Feme\nm incog, the potential impact would be that
ASTF could not avard giants in FY94, the besic nrission of the foundti'n, and
the current gperating exense of the founcktion would be seriously Jeop—leed

BUDGHT-JUMBAUJISCAU -NAR M/01/93






Bill Number : HB 19 L&C Contact: Karen Bog‘m%.Exeﬁive Director
aska Public Offices Commission

Phone: 276-4176  Date: March 4, 1993

Bill Title: “AnAct* g to election.campaigns, requlation of lobbying, conflict of interest,
and the Alaslga PUUUC dﬁmes C?omm|33|o ;a%cf pro%m%ng?or an e¥r]e Ive gate.”

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.



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:



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. Itis 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 S1000. 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.



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).



FISCAL NOTE

STATE OF ALASKA
199 3 LEGISLATIVE SESSION

Revision Onto: Deportment Affected: Administran'on
Camoainns rAn |é\t°it0reéf}tilg%b“’me"*g%i?‘ff‘”ct o ERU: Alaska Public Offices Commission___
|n{nepregp,’an§g%e Kb ying, Coniponont: Alaska Public Offices Commission

Sponsor: Finkelstein

Requestor: COMPONENT SERIAL NO

EXPENDITURES/REVENUES: (Thousoods of Doflarsl

OPERATING
PERSONAL SERVICES
TRAVC.
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES

GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL

REVENUE
FUND SOURCE

FUNDING: (Thousands of DoDors)

GENERAL FUND
FEDERAL FUNDS

OTHER
FUND SOURCE

TOTAL
POSITIONS

PART-TIME
TEMPORARY

Estimate of current year impact: 0_

ANALYSIS: (Attach o soporata page if necessary.)

See Attached Narrative

Prepared By: Karen Boorman. Execnffvp nir~tnr Phone: (9071 77A-A12/L
Division: Alaska Public Offices Commissioi. Date:  March. m1993.
Approvod by Commissioner: Nancy Rpar_Us

Dato: 3Ny 3

Agency: Administration

(h« nr«nar«r>: Loa. Fin.. LookUtivo Sporwof. R*qu*«tor. OMB/DBR. Gov. Look. Ofc., & Impactod Agency(i««).



FISCAL NOTE

STATE OF ALASKA BILLNO HB 19L&C

1993 Legislative Session

HB 19

APOC Estimated Costs
FY 95

(July, 1994 - June, 1995)

Personnel:

Associate Coordinator-Range 18A (Begin Jan., 1995) $ 29,654

* Regulations Specialist 11-Range 16A (Begin July, 1994) 52,134
Clerk 1V--Range 9A - Juneau (Begin Jan., 1995) 9,054
(Upgrade from Clerk Ill, six months)

$ 90,843
Travel:
Training $ 3,000
Contractual Services:
* Notice and printing of proposed regulation
Training material $ 2,500
** Legal Fees
Hearings, Witness Fees, Subpoenas, Transcripts $ 10,000
Equipment:
$ 1,200

* Computer equipment

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

only.

*x 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.



FISCALNOTE

STATE OF ALASKA BILL NO. HB 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 11--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 Il 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.






FISCAL NOTE

STATE OF ALASKA BILL NO. HB 33
1994 LEGISLATIVE SESSION

Revision Date: December 15. 1993 Dept. Affected: Fish and Game
Title: Convening of legislature in Matanuska-Susitna ~ BRU: CFMD. Sub. Hah, Boards, SF. WC. Admin & Support.
Valiev CFEC ;
Component: Fish Mgt/Dcvclp, Suh, Hah. Boardi. SF. WC. Admin
Sponsor: Carney. Willis
Requestor: COMPONENT SERIAL NO. 1Q41.1942.464, 473.477. 479. 482, 48].
486. 471
OPERATING EXPENDITURES FY' 95 FY % FY 97 FY 98 FT 99 FY 00
PERSONAL SERVICES 943 98.7 1030 1081 1135 1192
TRAVEL 160.0 1627 165.5 1684 176.9 1858
CONTRACTUAL 353 36.0 36.8 376 395 415
SUPPLIES 35 36 36 36 38 4.0
EQUIPMENT 0.0 00 0.0 0.0 0.0 00

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 2931 3010 308.9 317.7 3337 3505

CAPITAL EXPENDITURES 0.0 0.0 00 00 0.0 0.0
CHANGE IN REVENUES] )

1002 Federal Receipts 6.9 72 76 79 8.3 8.7
1003 GF Match
1004 GF 279.3 286.6 2937 3019 317.1 3331
1005 GF/Prooram Receipts
1006 GF/MHTIA
Other 6.9 72 76 79 8.3 8.7
TOTAL 2931 3010 3089 317.7 3337 3505
Estimate of any current year (FY 94) cost: S None
POSITIONS
FULL-TIME
PART-TIME 3 3 3 3 3 3
TEMPORARY

ANALYSIS:  (Attach a separate page if necessary)
See Attached

Prepared By:  Kevin Brooks Phone: 465-5999

Division: Date:  December 15 1993
Approved by Commissioner:

Agency: Alaska Pep; Date:  December 15 1993

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES OF GOVERNOR'SLEGISLATIVE OFFICE
For further distribution information, call the Governor’s Legislative Office

Page I _ofJ



HB 33

Convening of legislature iIn 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 ﬁarttime 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 iIn 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 1issues under legislative consideration.
Additional costs will be incurred In establishment and ongoing
costs of temporary office, copier/fax/phone expenses, provision of

c%mputers and other necessary office equipment, lease space costs,
etc.



FISCAL NOTE

STATE OF ALASKA
1993 LEGISLATIVE SESSION
Revision Date; Department Affected: ~ Labor
Title: "An Act relating to the location of the BRU: All
convening of the legislature .." Component: All
Sponsor: Representatives Carney. Willis
Requestor: House Labor & Commerce COMPONENT SERIAL NO.
EXPENDITURES/REVENUES (Thousands of Dollars)
OPERATING FY 96 FY97
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS,CLAIMS
MISCELLANEQUS
TOTAL OPERATING

CAPITAL

REVENUE
FUND SOURCE

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 None

ANALYSIS:  (Attach a separate page if necessary)

We estimate that departmental employees would make a total of 48 trips to the Municipality of Anchorage to
testify at finance committee meetings and hearings on der artment legislation. Atan average cost of $575 per
trip ($444 airfare and $13" per deim), we estimate the tjtal travel costs would be S27.6 per year. Itis assumed
that other legislation which may require department testimony will be done telephonically. In addition the
Department's Legislative Liaison would have to be stationed in Anchorage at a cost of $18.5 for per diem and
transportation. This fiscal note assumes an effective date of July 1.1994. (* Assumes 5% inflation increase)

Prepared hy: Phone: 465-2700
Division: Commissioner's Office Date : 2/9/93

Approved by Commissioned ' Charles W. MahlenjUy, a L. 1 AvdnLie.
Agency: Department of Labor ¢ \ Date: 2/9/93

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution information call the Governor’s Legislative Office

Rev 11/92 pane 1 of




Department of Labor
Backup to HB 33
"Moving the legislature to Anchorage*

Estimate for Legislature in Anchorage
(2 day trips assumed)

Division personnel
2 appearance each before House & Senate
Admin Svcs
Work Comp
Labor Stnd
Empl Sec
Admin Dir & Comm
3appearances each before House & Senate
(sub-comm, full comm, CIP)
Departmental Legislation
5bills, 2comm, House & Senate

TRIP TOTAL

Special Asst to Anch for 5 months
4 vound trip Juneau/Anch/Juneau
5 months transportation costs.

5 months per diem

Miscellaneous costs (all staff)

GRAND TOTAL

2 day trip cost:

Airfare 444
Per Diem 9%
Food 36

Total 575

Number
of Trips

2/9/93
4
4
4
4
12
20

48 27,600

1,776

1500

14,250

1,000

46,126



