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AN ACT relating to the Linked Deposit Investment Program.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

Section 1.   KRS 41.600 is amended to read as follows:

As used in KRS 41.600 to 41.625, unless the context requires otherwise:

(1)
"Eligible small business" means any person that has all of the following characteristics:

(a)
Is headquartered in this state;

(b)
Maintains offices and operating facilities in this state and transacts business in this state;

(c)
Employs fewer than the equivalent of fifty (50) full-time employees, the majority of whom are residents of Kentucky;

(d)
Has gross earnings that do not exceed one million dollars ($1,000,000) annually;

(e)
Is organized for profit; and

(f)
Holds no position as officer or director of an eligible lending institution.

(2)
"Eligible agribusiness" means any person that has all of the following characteristics:

(a)
Is actively engaged in agricultural endeavors within the Commonwealth of Kentucky;

(b)
Shows gross earnings not in excess of one million dollars ($1,000,000) annually;

(c)
Derives at least one-half (1/2) of annual gross income from farming[ and not more than sixty thousand dollars ($60,000) annual net income from all other sources]; and

(d)
Holds no position as officer or director of an eligible lending institution.

(3)
"Eligible lending institution" means a financial institution that is eligible to make commercial loans including an institution of the farm credit system organized under the Farm Credit Act of 1971, 12 U.S.C. 2001 et seq., as amended, which chooses to participate in the linked deposit investment program, and which agrees to lend the value of the deposits to small businesses or agribusinesses at a reduced interest rate according to the provisions of KRS 41.610.

(4)
"Linked deposit investment" means a certificate of deposit, collateralized or uncollateralized, or a repurchase agreement placed by the State Investment Commission with an eligible lending institution at the rate designated according to the provisions of KRS 41.610 and where the maturity shall match the terms of the loan as approved by the Department of Agriculture or the Cabinet for Economic Development.

Section 2.   KRS 41.610 is amended to read as follows:

(1)
Qualified public depositories in Kentucky shall be eligible to participate in the Linked Deposit Investment Program.

(2)
An eligible lending institution choosing to participate in the Linked Deposit Investment Program shall enter into a linked deposit investment agreement with the State Investment Commission which shall include requirements necessary to carry out the purposes of the Linked Deposit Investment Program. A linked investment shall bear a minimum rate of two percent (2%) and a maximum rate fixed by the Wall Street Journal prime rate as published on the first business day of each month less four percent (4%).[ No single eligible lending institution shall receive in excess of ten percent (10%) of total program assets.]
(3)
The eligible lending institution that desires to receive a linked deposit investment shall agree to loan the funds to borrowers under the following terms:

(a)
No loan shall exceed one hundred thousand dollars ($100,000)[fifty thousand dollars ($50,000)];

(b)
Maturity dates of the loan shall be set as agreed to between the financial institution and the borrower with a maximum maturity of seven (7)[five (5)] years; and

(c)
The rate of interest for the term of the loan shall be fixed at the Wall Street Journal prime rate as published on the first business day of each month[ less one percent (1%)], with a minimum interest rate of five percent (5%).

(4)
An eligible lending institution that desires to receive a linked deposit shall accept and review applications for loans from eligible small businesses and agribusinesses. The lending institution shall assume all responsibility for credit underwriting and shall apply all usual lending standards to determine the creditworthiness of each applicant.

(5)
The eligible lending institution shall forward to the Department of Agriculture or the Cabinet for Economic Development, as appropriate, a completed loan package for review to determine if the loan package is in accordance with the administrative regulations promulgated pursuant to KRS 41.606(7). If the loan package is found to be complete and in accordance with the administrative regulations, it shall be forwarded to the State Investment Commission for funding.

(6)
The eligible lending institution shall charge no penalty for early payback of the linked deposit loan. Principal repayments received by the lending institution shall be returned to the State Investment Commission annually on the anniversary date of the loan.

(7)
Applications for renewal of repurchase agreements shall be accompanied by a status report on linked deposit loans.

(8)
The Commonwealth, Department of Agriculture, and the Cabinet for Economic Development, their agents and employees, and the State Investment Commission shall not be liable to any eligible lending institution in any manner for payment of the principal or interest on the loan to an eligible small business or to an eligible small agribusiness. Any delay in payments or default on the part of a borrower shall not affect the deposit agreement between the eligible lending institution and the State.

Section 3.   KRS 41.615 is amended to read as follows:

(1)
Moneys obtained from the Linked Deposit Investment Program by eligible small businesses and agribusinesses may be used for annual working capital for production costs, interest costs, capital expense, and debt refinancing.

(2)
Eligible lending institutions who have entered into business loans with eligible borrowers prior to July 15, 1996 shall be allowed to refinance prior loans under the terms of the Linked Deposit Investment Program. The borrower shall not be charged any penalty for the refinancing at the same lending institution.

(3)
No eligible small business or agribusiness may have a total outstanding principal debt of more than one hundred thousand dollars ($100,000) in the Linked Deposit Investment Program.
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