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| Revision Date
REQUEST FISCAL DETAIL
Bill/Resolution No; CS HB 685 (Loans) Agency Affected; Revenue
Title: Alaska Resources Corporation Program Category Affected
Sponsor: House Loans BRU, Program or Subprogram(s) Affected;
Requestor; House Finance Alaska Resources

Date of Request; 3-30-84

EXPENDITURES/REVENUES: (Thousands of Dollars)

I FY 84 Il FY 85 | FY 86 I FY 87 1 FY 88 I FY 89
OPERATING 1 1 1 1 1 1
100 PERSONAL SERVICES 1 I 206.3 | - 1 - 1 ~ 1
200 TRAVEL 1 1 50.0 | - 1 1 1
300 CONTRACTUAL 1 1 234.0 | - 1 1 1
400 SUPPLIES 1 I 10.0 j - 1 1 1 -
500 EQUIPMENT 1 ~ 1 - ! - 1 - 1 1
600 LANDS & STRUCTURES 1 1 - 1 - 1 1 1
700 GRANTS, CLAIMS 1 - 1 - 1 - 1 1 1
800 MISCELLANEOUS 1 1 - 1 - 1 1 1
TOTAL OPERATING 1 1 500.3 I 1 1 ~ 1
I CAPITAL 1 - 1 ~ 1 - 1 - 1 - 1 -
1 REVENUE 1 - 1 - 1 - 1 - 1 - 1 -
FUNDING: (Thousands of Dollars)
I GENERAL FUND 1 - 1 500.3 I - 1 - 1 - 1 -
I FEDERAL FUNDS 1 - 1 - 1 - 1 - 1 - 1 -
I OTHER 1 - 1 - 1 - 1 - 1 - 1 -
1 TOTAL 1 - 1 500.3 ! - 1 - 1 - 1 -
POSITIONS:
I FULL-TIME 1 - 1 4 I - I - 1 - 1 -
J PART-TIME 1 - 1 - 1 - 1 - 1 - 1 -
I TEMPORARY 1 - 1 - 1 - 1 - 1 - 1 -
SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:
Costs beyond I, 85 cannot be projected at this time.
ANALYSIS: Attach a separate page for analysis.
Prepared By: Milt Barker r]E; Phone: 465-2350
Division: Treasury Date: 3-30-84
Approved by commissioner: [ih 10 U Date:

Agency:

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)
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Fiscal Note Analysis
CS HB 685 (Loans)

Analysis for Alaska Resources Corporation

Personal Services

1 Senior Investment Officer - Range 27 $76,935
1 Investment Officer - Range 23 $62,550
1 Accounting Technician Il - Range 14 A $30,645
1 Secretary - Range 14 C $36,150
Total $206,280
Salaries and benefits for four full-time positions. This is a reduction of

fiv2 positions in the FY 84 operating budget.
People will monitor and wind down ARC"s current investments.
Travel

Travel is for investment site inspection and Board meetings of companies where
ARC holds equity interest.

Contractual

Rent $67,891
Telephone $17,500
Audit and Accounting Reports $15,000
Legal Fees $133,6009

Total $234,000
Supplies

Rental of office machines and purchase of office supplies $10,000
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BY THE HOUSE SPECIAL
IN THE HOUSE COMMITTEE ON STATE LOANS

CS FOR HOUSE BILL NO. 685 (Loans)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Resources Corporation
and repealing the Alaska renewable resources develop-
ment fund and the Alaska renewable resources invest-
ment fund; and providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. FINDINGS AND PURPOSE. (a) The legislaturefinds that

(€D) it is in the best interests of the state to terminate the

operations of the Alaska Resources Corporation; and

(2) the Alaska Resources Corporation has made substantial loans

and equity investments in certain businesses as part of the performance of
its duties.
(b) It is the purpose of this Act to effect an orderly wind-up of
the affairs of the Alaska Resources Corporation.
* Sec. 2. AS 37.12.010 is amended to read:

Sec. 37.12.010. ALASKA RESOURCES CORPORATION CREATED. There is
created the Alaska Resources Corporation to carry out the purposes of
this chapter. The corporation is a public corporation of the state
and an instrumentality of the state within the Department of Revenue
[COMMERCE AND ECONOMIC DEVELOPMENT], but has a legal existence in—
dependent of ai.u separate from the state. The exercise by the —corpo—
ration of the powers conferred by this chapter is considered an essen—
tial function of the state.

* Sec. 3. AS 37.12.015 is repealed and reenacted to read:

Sec. 37.12.015. PURPOSE. The purpose of the corporation is to



effect a.n orderly wind-up of its affairs.
Sec. 4. AS 37.12.022 is amended to read:

Sec. 37.12.022. DEVELOPMENT CAPITAL FUND. The development
capital fund is established in the corporation, consisting of money
[OR ASSETS] appropriated [OR TRANSFERRED] to the corporation [AND
PAYMENTS OF PRINCIPAL AND INTEREST ON LOANS AND EQUITY INVESTMENTS
MADE BY THE CORPORATION]. The development capital fund shall be used
to pay for liabilities of the corporation that miéat arise during the
wind- ip of its affairs [FINANCE PROJECTS THAT QUALIFY FOR ASSISTANCE
UNDER THIS CHAPTER, AND TO PAY THE OPERATING EXPENSES OF THE CORPO-—
RATION. IF MONEY REMAINS IN THE DEVELOPMENT CAPITAL FUND AFTER FI —
NANCING PROJECTS THAT QUALIFY FOR ASSISTANCE UNDER THIS CHAPTER AND
AFTER PAYING THE OPERATING EXPENSES OF THE CORPORATION, THE MONEY
SHALL BE INVESTED BY THE CORPORATION UNDER AS 37.10.070(a)]-

Sec. 5. AS 37.12 is amended by adding a new section to read:

Sec. 37.12.023. DEPOSIT OF MONEY. Repayments of principal and
payments of interest and other income from loans of the corporation,
dividends received from capital stock investments, and money received
from the sale of equity investments or other assets of the corporation
must be deposited in the general fund.

Sec. 6. A3 37.12.030 is repealed and reenacted to read:

Sec. 37.12.030. COMPOSITION AND TERM OF BOARD OF DIRECTORS. The
board consists of the commissioner of revenue, who shall serve as
chairman, and the commissioners of two other principal executive de—
partments designated by the governor. The term of office of these
board members continues until the corporation is dissolved.

Sec. 7. AS 37.12.050(a) 1is amended to read:
(a) Two [THREE] members of the board constitute a quorum for

transaction of business and the exercise of the powers and duties of

the
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the board.
Sec. 8. AS 37.12.055 1is amended to read:

Sec. 37.12.0f5. COMPENSATION OF BOARD MEMBERS. Members of the
board [RECEIVE $200 FOR EACH DAY SPENT ON OFFICIAL BUSINESS OF THE
CORPORATION, AND] are entitled to per diem and travel expenses au-—
thoriz ™ by law for state boards and commissions under AS 39.20.180.
Sec. 9. AS 37.12 is amended by adding a new section to read:

Sec. 37.12.071. ADDITIONAL POWERS. Notwithstanding other pro—
visions of law governing disposal of state property, the board may, at
either public or private sale, dispose of the assets of the corpo—
ration as required in AS 37.12.075. In addition, the corporation may
spend money to protect the assets of the corporation.

Sec. 10. AS 37.12.075 1is repealed and reenacted to read:

Sec. 37.12.075. DUTIES. In carrying out the purposes of this

chapter the board shall

(1) contract with the Department of Revenue to manage the
assets of the corporation;

(2) divest the corporation of all equity investments by
July 1, 1989; and

(3) divest the corporation of all other remainingassets,
with the exception of the outstanding loan portfolio, by July 1, 1989.
Sec. 11. AS 38.05.180(g) is amended to read:

(9) The share of the net profit derived from a lease reserved to
the state under (f) of this section is royalty sale proceeds for the
purposes of the Alaska permanent fund under AS 37.13.010 [AND THE
ALASKA RENEWABLE RESOURCES DEVELOPMENT FUND UNDER AS 37.11.020].

Sec. 12. AS 38.05.180(i) is amended to read:
(i) The commissioner may provide for the establishment of

exploration incentive credit system under which a lessee of state land

-3- CSHB 685 (Loans)
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drilling an exploratory well on that land may earn credits based wupon
the footage drilled and the region in which the well is situated. The
commissioner may also provide for credits to be earned by persons
performing geophysical work on state land, if that work 1is performed
during the two seasons immediately preceding an announced lease sale
and on land included within the sale area and the geophysical informa-
tion is made public following the sale. Credits may not exceed 50
percent of the cost of the drilling or geophysical work. Credits may
be used during a limited period established by the <commissioner and
may be assigned during that period. Credits may be applied against
(1) oil and gas royalty and rental payments payable to the state or
(2) taxes payable under AS 43.55. A [NO] credit may not exceed 50
percent of the payment toward which it is being applied. Amounts due
the Alaska permanent fund (AS 37.10.065) [AND THE ALASKA RENEWABLE
RESOURCES DEVELOPMENT FUND (AS 37.11.020)] shall be calculated before
the application of credits under this subsection.
Sec. 13. AS 43.05.010 1is amended by adding a new paragraph to read:
(17) contract to manage the assets of the Alaska Resources
Corporation as provided in AS 37.12.075, and administer the outstand-
ing loan portfolio upon dissolution of the corporation.
* Sec. 14. AS 44.83.181(c) 1is amended to read:

(c) The plan of finance shall include recommendations of the
most appropriate means to finance a project, including, but not
limited to,

(€D} the issuance of revenue bonds of the authority;
(2) the issuance of
(A) general obligation bonds of the state; or
(B) revenue bonds of the authority that [WHICH] are

guaranteed or partially guaranteed by the state;

CSHB 685(Loans) -4-
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(3) an appropriation from the general fund
(A) to pay debt service on bonds or for other project
purposes; or
(B) to reduce the amount of debt financing for the
project;
(4) a loan from the general fund;
(5) financing arrangements with other entities using le—
veraged leases or other financing methods;
(6) assistance from any federal agency, including, but not
limited to, the Rural Electrification Administration;
(7) a loan from the power project fund (AS 44.83.170(a)) [,
OR FROM THE RENEWABLE RESOURCES INVESTMENT FUND (AS 37.11.050)]; or
(8) any combination of financing arrangements listed 1in
this subsection.

* Sec. 15. All but $500,000 of the unexpended and unobligated money 1in
the development capital fund is transferred to the general fund.

* Sec. 16. AS 37.11; AS 37.12.035, 37.12.045, 37.12.060, 37.12.070(5),
37.12.070(6), 37.12.070(11), 37.12.080, 37.12.085, 37.12.125(1), 37.12.-
125(4), 37.12.125(5), 37.12.125(6), 37.12.125(7); AS 44.66.010(a)(7), and
AS 44.83.080(16)(E) are repealed.

* See". 17. The Alaska Resources Corporation is dissolved. As of the
date of dissolution, administration of the outstanding loan portfolio along
with all attendant rights and obligations of the corporation is transferred
to the Department of Revenue.

*Sec. 18. AS 37.12.010 - 37.12.125 are repealed.

* Sec. 19. Sections 1 - 16 of this Act take effect immediately in
accordance with AS 01.10.070(c).

* Sec. 20. Sections 17 and 18 of this Act take effect July 1, 1989.

-5- CSHB 685(Loans)



BILL SHEFFIELD, GOVERNOR

EIEPARTMENT OF REVENUE / POUCHS
JUNEAU.ALASKA 99811
OFFICE OF THE COWISSIONER  j PHONE: 1071 465-2300

April 9, 1984

The Honorable Al Adams, Chairman-
House Finance Committee

Alaska State Legislature

Pouch V

Juneau, AK 99811

Re: HB 685
Dear Representative Adams:

HB 685 provides for the end of Alaska Resource Corporation (ARC) loan
and equity investment activity and allows for an orderly wind-up of its
investments over a five year time period.

Linder Sec. 5 (p. 2 line 15) AS 37.12.023 all incoming and existing
funds will be deposited in the general fund. Presently this would result
in approximately ten million ($10,000,000) dollars being transferred to
the general fund immediately. It should be noted that this money is in
various interest bearing accounts and would probably be best transferred
as such to the Department of Revenue, Division of Treasury.

In addition the legislation provides for the orderly sale or
divestiture of the approximately twenty-four million ($24,000,000)
dollars worth of loan and equity investments over a five year time frame
with the proceeds going to the general fund.

The bill leaves five hundred thousand ($500,000) dollars with ARC to
cover any needs of its presently held property and for any liabilities
that may arise.

The fiscal note provides for five hundred thousand ($500,000,000)
dollars operating expenses for FY 85 with the most part going to legal
and contractual fees.

I urge your support of this Legislation and appreciate its early
calendaring.

If you have any further questions regarding the legislation, please
contact Norman Staton.

Robert D. Heath
Commissioner of Revenue
RDH:NS:mlIl
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SENATOR |
ABLISS STURGULEWSKI g laaka gbtate |eg|3|atu re rouch v
JUNEAU. ALASKA 99811
2957 SHELDON JACKSON
ANCHORAGE.. ALASKA SE508 €D 8-
SENATE DISTRICT F, SEAT A
Senate

MEMORANDUM March 1, 1984

TO: All Members of the Legislature

FROM: Senator Arliss Sturgulewski

Senate D istrict F, Seat A
RE: The Experiences of the Alaska Renewable Resources Corporation

(Or the Rise and Fall of ARC)

Dean F. Olson, Adjunct Associate Professor, School of Business & Public
Affairs, University of Alaska-Anchorage, a former trustee of the Alaska
Renewable Resources Corporation, has written an excellent analysis of the
Alaska Renewable Resources Corporation which was created by the legislature
in 1978. After numerous legislative changes, the now-named Alaska
Resources Corporation will be dissolved on July 1, 1989 if HB 685
introduced by the Sheffield administration becomes law.

Dean Olson has described what happened to an organization created with
interest and enthusiasm to broaden economic opportunities in renewable
resources. He makes specific recommendations as to why it is important to
create political independence for a public corporate structure and yet
retain certain legislative and executive prerogatives. His analysis can
be of value while considering various proposed structures currently before
the legislature.

Enclosure



Venture Capital for Development:

The Experiences of the

. He V. - . e \e n oo oo (F *~

Alaska Renewable Resources Corporation

January 1984
Dean F. Olson
Adjunct Associate Professor
School of Business fi
Public Affairs
University of Alaska-Anchorage
(Former Trustee - The Alaska
Renewable Resource Corporation



This paper describes the experiences of the Alaska Renewable Resources

Corporation (ARRC) during the period from 1979 to 1982. The paper begins

with a brief description of the founding legislation and the policy making
environment which existed at the time the ARRC was established. The paper
then traces the operating experiences of the agency over the three years
period ending 1in June'1982. fﬁnalty, certain cogclusions are drawn from
the ARRC experie%ce in the hope that other governme::s contemplating si%i

lar organizations can avoid making the same public policy errort.

The use of federal funds to broaden and strengthen the private sector
through equity investment into privately owned businesses has been accepted
public policy for nearly thirty years. Since the mid 1950°"s federal
programs have supported privately owned venture investment firms known as
Small Business Investment Corporations (SBIC"s) and Minority Small Business
Investment Corporations (MESBICS). In the 1960°s a number of Community
Development Organization (CDC"s) were established to further assist the

business development efforts of selected target groups.

State support of equity investment into private business 1is a more
recent development. Since the early 1970"s State support for venture
investment into private enterprises has lead to the initiation of develop—
ment institutions in Massachussetts, Connecticut, Maine and Kentucky.

While these organizations differ considerably they share the broad goal of
enhancing private business development through the placement of various

types of risk capital.



o In Alaska, the State Legislature established (in 1973) and funded (in
1979) the Alaska Renewable Resources Corporation. The Alaska Renewable
Resources Corporation (ARRC) was to be funded in yearly intervals at 2.5%
of the State"s oil and gas royalty receipts. ARRC"s goal in general terms
was to create a broadened economy based more upon renewable resource busi—

nesses. The ARRC was to accomplish this goal through venture capital pla—

cement into private businesses owned in the majority by Alaskan residents.

Managed initially by a board of three full time trustees appointed by
the Governor, the ARRC could make equity investments for up to 49% of an
investee"s outstanding common stock and could make loans on any terms which
accommodated the needs of the new or expanding business. Any single
investment was limited to $1.5 million unless "follow-up" investment was

regarded as necessary to preserve the initial placement.

In 1982, after three years of operation, discontent with the ARRC
resulted in legislation which made significant changes in the scope of the
agency"s investment policies; the size of investments it could make, and
how the agency was funded and organized. Further legislation is being

planned in 1984 to terminate the agency.
I1. Founding Legislation and Public Policy Issues

By any objective measure the legislation establishing the ARRC was
creative public policy. Prompted by the realization that oil and gas
royalty income to the State would begin “playing out™ in the early 1990°s,

certain legislators and Alaska®s Governor (Jay Hammond) promoted the



creation of several institutions. The Alaska Industrial Development
Authority (AIDA) was created to “package®™ small business loans into larger
tax exempt bond issues for public sale. The Alaska Commercial Fish and
Agricultural Bark (CFAB) was created as a cooperative lending institution to
make loans to farmers, fishermen, fish processors and timber producers.

The Alaska Permanent Fund (APF) was created to serve as a savings account
into which a proportion of royalty receipts was to be placed as a hedge
against the future downturn in revenues. Additional institutions were
created to enhance hydroelectric power generation (the Alaska Power
Authority) and to support the residential construction market (the Alaska

Housing Finance Corporation).

The ARRC was intended to "balance out* the above rainbow of develop—
ment institutions by providing a source of equity financing to new and
expanding businesses engaged in the production of renewable resources
(Fishing and fish processing, Agriculture, Forest products, and Alternative
energy). The agency was empowered to own up to 49% of the outstanding
common stock of target enterprises. Further, the ARRC could make loans at
any interest rate for a term of less than 30 years. The ARRC also had
granting powers which it could employ to stimulate inquiry into new tech—
nology which might enhance renewable resources. Finally, the ARRC could
provide technical assistance funds for business development. Totals loans

and investment into a single business was limited to $1.5 million.

The initial legislation provided that the ARRC was to receive 2.5% of

State lease bonuses, rentals and royalty income. In practice, the agency



approached the legislature each year for operating and investment capital
budgets. Over the three year period ending in June, 1982, the ARRC

received below 1% of State receipts.

The ARRC was governed by a full time board of three trustee appointed
by the Governor for four year terms. The trustees (and all other ARRC
employees) were employees of the State of Alaska. There were no pro—

fessional qualifications for trustees provided for in the legislation. The

three trustees were to have equal authority ana responsibility for agency

decisions.

The ARRC was designed to work in concert with private busi—
nesses to:

(1) rehabilitate, enhance and develop renewable resources by

providing maximum opportunities for employment and a higher

standard of living for its citizens; and

(2) further the development of renewable resources that would

contribute to a stable self sustaining state economy,

employment and life style alternations for citizens

(AS 37.12.010).

The legislature agreed, when passing the ARRC legislation, that
achievement of the above public policy objectives was being retarded by a
cyclical, narrowly based economy. The ARRC was directed to remove barriers
to achieving a broadened economy by assisting in research and development

and by providing venture capital to renewable resource businesses owned by

Alaskan citizens.

The enabling legislation permitted considerable financing flexibility

by the ARRC. No income or minimum yield requirements were placed upon the



| W
agency. Grants could not exceed 10% of ARRC capital, but this was never a
serious constraint. Because operating funds were appropriated each year,
the agency did not have to live within budgets bounded by its investment

income.

In sum, the ARRC was created as a part of an array, a Tainbowl, of
institutions designed to increase economic opportunities for Alaskans. The
ARRC"s role was to provide high risk capital to start—ub and expanding
businesses in renewable resource industries. An agency of State govern—
ment, the ARRC was managed by a tripartite board of trustees of equal
authority and was given substantial flexibility in the selection of alter—

native investment structure to employ in placing its investments.

I1l. Operating Experiences 1979-82

The ARRC attracted immediate interest from Alaskans with business
ideas. Within six months from its beginning the agency had received
several hundred proposals. Many proposals were not well developed, while
others were complete business plans. Over the three year period the ARRC

received an average of 400 proposals per year.

The ARRC loaned or made investments into about 3% of the proposals
reviewed. An immense amount of staff energy was devoted to screening pro—

posals and investigating business plans nearing completion. In retrospect

far too much time was spent in turndowns and too little was spent in

assisting businesses that had been approved for investment.

z



Due to its political origins and the widespread perception that the
ARRC was a "State loan program” (a source of soft money) it was difficult
to make turndowns stick. Applicants whose proposals had been turned down
would often protest to legislators and succeed in getting their proposal
reviewed a second time. While their tactic did not result in an investment
it did consume and inordinate amount of energy. Turndowns were par-
ticularly difficult to enforce when the proposing business was a major fac-
tor in the economy of a small Alaskan corrmunity. In these instances local

and State politicians would join forces in seeking a favorable review.

By early 1980 the ARRC had acquired the reputation for being slow to
reach decisions and for being harsh in its evaluation of proposals.
Legislators assailed the agency for "not getting the money on the street®
fast enough. Review of business plans did require three to four months.
Investigation and "due diligence®" on the plan and the background of manage—
ment personnel often requires this length of time; a fact little appre—
ciated by most applicants and legislators accustomed to dealing with

collateral lenders.

In May 1980, one year from the operational beginnings of the ARRC, the
legislature directed the agency to help seafood processors prepare for a
salmon harvest of historically large proportions. Prompted by concerns
that domestic processing capacity would fall short of the harvest the
legislature appropriated $15 million for the ARRC and directed the agency
to suspend normal business planning and investment criterion, as well as

the $1.5 million investment limit, and move to aid the industry in its



In addition, in May 1980, the legislature directed ARRC to move to
assist timber processors in Southeast Alaska build wood-fired electrical
generation plants so as to conform to EPA pollution standards. Again, th?
emergency legislation suspended the ARRC"s normal screening criteria and
the $1.5 million investment limit. Some $5.2 million was allocated to this

special purpose.

The effect of the emergency legislation for fish and timber processors
was to redirect the ARRC"s strategic focus away from new business
development and toward the “fasr. tract® restructuring and refinancing of
existing businesses. The table below shows the magnitude of this type of
activity in relation to the total portfolio on dune 30, 1981 and 1982.
Refinancing activity accounted for about three quarters of the portfolio in

each year and about one quarter of the number of transactions.



Alaska Renewable Resources Corporati on

¥ .
Portfolio by Type

. of Tranraction - Ve
June 30
($°000) L

ﬂ -
Vel

J #

. = 1981 1982 1981 1982
Refinancing . $17,212 $21,448 6 7
Expansi ons 1,425 1,711 5 6
Start-ups 3,699 4,762 9 11
R & D and
Demonstrati on 1,088 646 7 5
Totals $23,424 $28,567 27 29

The strategic redirection of the ARRC", from business developer to
business savior, is in retrospect the single most important factor in
understanding the agency's short and confusing history. The emergency
redirection of effort served to cloud the strategic role intended for the

ARRC. The ARRC never recovered from the confusion.

Another element of importance in understanding the ARRC"s experience
is the organizational structure created in the initial legislation. The
tripartite board of full time trustees of equal responsibility and

authority produced incredible confusion in the internal operation of the

S

™.



could not be made to work. It is hard to imagine any combination of execu-

tive personalities which could function effectively in this context.

The degghdency of tnF'éRRC upon annual Iegislati%q appropriati?p§ fqr
operating and investmentlkudgets produced several operational impediments.
First, ARRC personnel could never be sure that the agency could participate
in second or third round financings of start-up companies. Follow-up
financing of this type is common in more than one-half of all new busi—
nesses. The initial venture investor is usually a player in these sub—
sequent “trips to the well " by the venture. The ARRC could provide no
assurance to prospective co-investors that it would be in existence to help
with any future financings. Second, the ARRC emerged as a political foot—
ball each year. Legislative supporters of the ARRC and the public policy
issues underlying its creation found it increasingly difficult to convince
legislators with disappointed constituents. Furthermore, as more legisla—
tors became aware ;hat the ARRC could and did take equity positions in pri-
vate businesses, philosophical concerns about the basic public policy issues
became more pronounced. Philosophical support for the agency was never
strong and began to erode fairly quickly with a few well publicized turn-
downs and an equally well publicized bankruptcy in which the ARRC took

control of the enterprise.

The ARRC invested in over 30 businesses over the three year period
under review. Table 1l shows that from its beginning in 1979 to June 30,

1982, the agency placed $23.3 million in loans and $7.2 million in equity



investments. The preponderant role played by the two

again quite evident.

Table 11

"assistance funds® is

Alaska Renewable Resources Corporation

Total Loans & Equity Investments
1

Fiscal Year Ending

June 30,
($7000)

Loans 1980 1981
Agriculture $37.6 $273.9
Fisheri es 2,310.2 5,965.0
Fisheries Assistance Fundi 5,023.6 10,748.8
Forest Products 201..0 531.7
Forest Assistance Fund2 164.3
Manufacturi ng3

sub-total $7,572.4 $17,683.7

Equity Investments
Agriculture $50.0
Fisheri es $375.1 - 765.5
Fisheries Assistance Fundi 500.0 4,513.6
Forest Products 150.0 350.0
Forest Assistance Fund2
Manufacturing

sub-total $1,025.1 $5,679.1
Total $8,597.5 $23,362.8

1982

$790.
7,557.

11,129.
2,228.

1,600.

$23,304.

$50.
871.
4,091.
433.
1,800.

$7,245.
$30,550.

Ok, 01O

o~

o 010 Wk

1983

$261.
4,129.

8,398.
351.

3,470.
370.
$16,981.

* $666.
3,741.

433.
1,800.

$6,640.
$23,622.

n-Special legislation passed in May 1980 directed the agency to provide

emergency refinancing to fish processors.

2Special legislation passed in May 1980 directed the agency to provide

emergencing financing to forest product producers.

legislation passed in May 1982 permitted the agency to

turing and mining.

invest

P obNBMbADNDO

Ok, w Ol

©

in manufac—



While the volume of transaction activity grew quickly, the full time
staff remained small. The first professional employee was hired in March
1980. By the end of that year four investment officers had been retained.
As Table 11l reveals, operating expenses were relatively low in relation to
the volume of funds invested and the volume of proposals reviewed.
Operating expenses were about 8% of portfolio volume in 1980 and declined
to 3.6% in 1982. Operating costs include expert help retained to review
specific proposals as well as all full time staff expenses. Table IIl also
reveals that the technical assistance and granting powers that the agency
enjoyed were never a major dimension of the ARRC"s activities. Finally,
provisions for the "write down" of loans and investments are depicted.

Some 20.9% of the portfolio was reserved for loss in 1982. The actual
write down of portfolio assets amounted to 22.7% over the fiscal year

ending June 30, 1983.
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Table 111
Alaska Renewable Resources Corporation
Provisions for Losses,

Operating Expenses, Technical

Assistagee and, Development Grants

- . A
Fiscal Year Ending

June 30,
($*000)
1980 1981 1982 1983 Totals
Technical Assistance $295.3 $94.6 $66.6 - $456.5
Development Grants 51.1 167.4 5.0 - 223.5
Provision for:
Loaq Losses - 261.1 4,712.9 3,420.1 8,394.1
Equity Losses - - 1,671.6 259.9 1,931.5
Operating Expenses 687.5 1,111.0 1,096.7 627.4 3,522.6

Each portfolio company 1is unique. The investment structure employed
by the ARRC 1in each transaction was tailored to investor requirements/ The
following descriptive examples of the types of transactions the ARRC
completed illustrate the diversity of the investment structures employed by
the agency.

Portfolio Company A A major fish processing company operating in several
Tishing communities through out Alaska had grown rapidly since its incep—
tion in the mid 1960°s.

The company®s commercial bankers were requiring a major refinancing
which would improve working capital balances and bring better balance to
the company"s debt to equity ratio. The company was closely held by
Alaskan fishermen. The refinancing could not be accomplished within the
resources of the existing owners. Financial performance of the company,
the condition of the new issues market, and uncertain industry forecasts
combined to render a public offering of equity unattractive. The ARRC and
another venture capital investor invested a total of $6.5 million. Certain
assets v/ere purchased by the investors and leased back to the company under
a lease purchase agreement. The ARRC also acquired a minority equity posi—
tion in the company through a purchase of conmon stock and a convertible
debenture. A stock repurchase formula was negotiated which would enable
the company to purchase the ARRC"s stock position over several years. The



company later exercised its option to repurchase the property and has begun
to purchase ARRC held stock.

Portfolio Company B A large Pacific Coast firm had gone bankrupt and the
trustee was liquidating assets, some of which were in Alaska. A group of
Alaskan entrepreneurs and the ARRC acquired a fish processing plant from
the bankruptcy court with the intention of converting the plant to process
"bottom fish®", an underutilized resource. The plant was purchased with a
$3.5 million loan and investment by the ARRC. The structure consisted of a
$2 million note secured by plant and equipment; a $1 million subordinated
convertible note, and a $.5 million purchase of 47% of the new company"s
outstanding common stock. The ARRC later provided substantial additional
funds to finance conversion and provide v/orking capital. The new company
went bankrupt in 1982. The ARRC owns the facility.

Portfolio Company C A group of Alaskan entrepreneurs had acquired the west
coast lice. for a patented enzyme for conversion of fish v/aste into a

high protein .oncenfrate. The new company needed funds to build a prototype
processing plant in hopes of confirming the feasibility of the enzyme when
employed under actual production conditions. The ARRC provided $535,000 in
initial financing through a $335,000 subordinated note with deferred
payments of interest and principle and a $200,000 purchase of 30% of
outstanding common stock in the new company.

Portfolio Company D A group of 30 Eskimo fishermen in western Alaska
desired to enter a commercial herring fishery which had begun the year
before along the coast near their villages. Thefishermen needed materials
and technical assistance in building the herringskiffs, purchase of the
outboard motors and other gear, and to organize a producers cooperative.

The ARRC provided loan funds direct to each fishermen to build his own
boat and buy the gear. The ARRC also paid for technical assistance to get

the project underway.

Portfolio Company E A successful commercial crab and halibut fisherman
needed financial help to convert his vessel to a “long liner® for the har—
vest of bottom fish. As a demonstration project, the ARRC financed the
conversion costs and, through the purchase of common stock in a newly
formed company, provided start-up working capital. The initial investment
consisted of $175,000 in a subordinated deferred payment loan and $175,000
in equity.

Portfolio Company F A successful ship repair facility needed funds to
expand docking and plant facilities and to purchase a major item of equip—
ment. The owners could not finance the equity portion of expansion costs

and bank lending was not suitable for the young firm in terms of interest
rates or repayment schedule. The ARRC provided $350,000 in subordinated

deferred payment debt and $150,000 in equity in exchange for 22% of
outstanding common stock.

The common elements in each of these examples is the assumption of

high risk by the ARRC and other investors. Conventional lending sources



“from similar programs to harness venture capital to public policy, the ARRC

experience does suggest that any such attempt be attentive to the following

factors.

€))

Discussion of proposed legislation establishing a State

financed venture capital investment organization should be open
and well publicized. Many Alaskan legislators and the public
in general had a vary poor understanding of venture (equity)
investment and little appreciation of the public policy issues
raised by government ownership of private companies;

&)

Do not depart from fully tested organizational structures

in use by successful businesses. Full-time boards are not an
effective organization for this purpose.

®

Establish the c.ganization with a definitive endowment

of paid in capital. Earnings should be retained by the organi—
zation.

4)

Require the organization to attain self-supporting opera—

tions within a specified period of years; provide for the orga—
nization to issue its own securities without the guarantee of

the State.

®)

Establish a certain minimum experiential and professional

qualification for appointments to the board of directors.

()

Provide for separation of employees from State employment.

Permit salary and compensation structures analagous to those in
private industry; and,

Q)

Provide clear strategic focus to the organization in the

enabling legislation.

These conclusions underscore the importance of providing for the

political

the legislature to terminate and the power of the executive to appoint.

independence of the organization except for the ultimate power of

The

Alaskan experience suggests that measures which fall short of providing for

such independence are too prone to political abuse to become effective

agents of economic change.

-15-



V/ere either not available or inappropriate for the situation. The equity
capital requirements were well beyond the capacity of the existing owners.
Frequently, the ARRC"s investment structure employed a combination of loan
and equity capital. Restructuring of the investment a year or two later

was required in many cases.

In May 1982, 1in response to encouragement from the Board of Trustees

and testimony from others, legislation was passed which dramatically

changed the ARRC. The tripartite board was replace by a part time board of
five persons. The maximum investment per transaction was reduced to

$500,000. Manufacturing and mining were included among eligible industries.

Importantly, the newly named agency "the Alaska Resources Corporation®
(ARC), was endowed with the portfolio then in existence and about $12
million in uncommited investment capital it held at that point in time.
This reduced the political sensitive of the agency but did not remove it

from political supervision in that the Governor retained appointive powers.

Since May 1982, the ARC has been essentially inactive as regards new
investments. The present governor is reportedly drafting legislation which
would terminate the agency in 1984, thus bringing to a close a noble

attempt to implement creative public policy.

IV. Conclusi ons from the ARRC Experi ence

Certain conclusions can be drawn from the three year period the ARRC

existed. While the Alaskan experience need not be a forecast of outcomes



"from similar programs to harness venture capital to public policy, the ARRC

experience does suggest that any such attempt be attentive to the following

factors.

(1) Discussion of proposed legislation establishing a State
financed venture capital investment organization should be open
and well publicized. Many Alaskan legislators and the public
in general had a very poor understanding of venture (equity)
investment and little appreciation of the public policy issues
raised by government ownership of private companies;

(2) Do not depart from fully tested organizational structures
in use by successful businesses. Full-time boards are not an
effective organization for this purpose.

(3) Establish the organization with a definitive endowment
of paid in capital. Earnings should be retained by the organi—

zation.
(4) Require the organization to attain self-supporting opera—

tions within a specified period of years; provide for the orga—
nization to issue its own securities without the guarantee of

the State.

(5) Establish a certain minimum experiential and professional
qualification for appointments to the board of directors.

(6) Provide for separation of employees from State employment.
Permit salary and compensation structures analagous to those in

private industry; and,

(7) Provide clear strategic focus to the organization in the

enabling legislation.

These conclusions underscore the importance of providing for the
political independence of the organization except for the ultimate power of
the legislature to terminate and the power of the executive to appoint. The
Alaskan experience suggests that measures which fall short of providing for
such independence are too prone to political abuse to become effective

agents of economic change.



BILL SHEFFIELD

S tate of A laska
OFFICE OF THE GOVERNOR
J VN 15A I

February 13, 1984

The Honorable Joe Hayes

Alaska House of Representatives
Pouch V

Juneau, AK 99811

Dear Representative Hayes:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, | am transmitting a bill that provides for
the wind-up of operations and eventual dissolution of the
Alaska Resources Corporation (ARC).

The bill retains the corporate structure of ARC for five
years but amends the relevant statute to provide that the
only corporate purpose 1is the orderly wind-up of the af-—
fairs of the corporation. This five-year period 1is con—
sidered necessary because ARC has substantial equity in—
vestments including capital stock investments in a number
of businesses and has taken an active management role 1in

some of the businesses. ARC also owns property as a re—
sult of foreclosure on loans against businesses 1in which
it also has equity interests. The five-year period will

give ARC sufficient time to remove itself from active man—
agement roles and then divest itself of these interests.

The corporation is transferred from the Department of Com—
merce and Economic Development to the Department of Reve—

nue. The board membership 1is changed to provide that the
commissioner of revenue and the commissioners of two other
principal departments make up the board. The board is

directed to contract with the Department of Revenue to
manage the corporation®s assets during the wind-up period.
Concurrent with ARC"s transfer to the Department of
Revenue, all but $500,000 of the unexpended and unobligat—
ed money in ARC"s development capital fund 1is transferred
to the general fund. The $500,000 are to be used to cover
possible costs that might arise in the course of winding
up ARC"s affairs.



The bill also repeals the statutes creating the Alaska
Resources Corporation (ARC), AS 37.12; and the Alaska re—
newable resources development fund and Alaska renewable
resources investment fund, AS 37.11. The Alaska renewable
resources development fund and the Alaska renewable re—
sources investment fund were closed out and the money re-
. .turned to the general fund several years ago, after they

were determined to be unconstitutional dedicated funds,
but the statutes have not yet been repealed. Under this
bill, the repeal of the corporation statutes will take
effect July 1, 1989, and the repeal of the fund statutes
will take effect immediately.

Sincerely,

Bill Sheffield"
Governor



ALASKA RESOURCES CORPORATION

BALANCE SHEET

January 31, 1984
ASSETS

(8 ,270)
mest bearing deposits 4 664 700
Government O bligations 7,922 234
Interest, Uu.s. Government O bligations 206 366
o
12 /785 g ©

Receivable }
Fisheries f 3,716 003
Agriculture 257 ,644
Forest Products 1,325 ,174
Commercial Fish 8 ,213 ,712
Forest Assistance 5,265 ,066
M anufacturing 370 ,000
Total loans receivable 19 /147 599
Less reserves for uncollectible loans (3,984 ,717)
Loans receivable, net 15,162 ,882
Accrued interest receivable, loans 1,953 ,496
Less allowances for uncollected interest, loans (1 .538 ,349)
Accrured interest receivable loans, net 415 147
A ssets acquired through foreclosure (Note A) 12 /100 ,326
Less allowances for assets acquired through foreclosures (4 ,973 ,401)
Net assets acquired theough foreclosure 7,126 ,925
M iscellaneous receivables 4,780
Prepaid rent 7,752
Investment in Capital Stock 4,322,854
Less reserves for uncollectible equity (1,041,601)
Less committed undisbursed funds equity . ( 17,378)
Investments in capital, net 3,263,875
Other A ssets (Licensing Agreement) 53,250

LIABILITIES & FUND BALANCE

Accrued Payroll $ 64,639
Original Contributed Surplus 42,307,047
Retained Earnings (4,694,930)
N et Income 1,142,885

$ 38,819,641

*Book overdraft at all times covered under funds on deposit in repo account.



A ssets acqu

Alaska

o

o O o »

Alaska

o

M artin

o

Seafoo

o

o

o

Allowance f

Reserv

Reserv

Provisi

Recap;

A ssets

Less

ALASKA

ired through forec

Food Co.

rincipal of ARC o

ccrued interest of

ther income from a

ther expenses paid

apital expenses pa

ale of A ssets acqu

Totals:

B ait

rincipal of ARC 1o

ccrued interest of

rofessional Servic

ther expenses paid

Totals:

s Seafoods

rincipal of ARC o

ccrued interest of

rofessional Servic

ther income from a

ther expenses paid

apital expenses pa

Totals:

of Alaska

rincipal of ARC 1o

rincipal of ARC o

ccrued interest of

ccrued interest of

rofessional Servic

ther income from a

Totals:

or assets acquired

es to loans: Alas
Alas
Seaf
es to

accrued inte

for decline in

Totals:

acquired through

allowance for

Total:

RESOURCES CORPORATION

BALANCE SHEET
NOTE A
January 31, 1984

losure breakdown:

ans @ 4/30/83

ARC loans @ 4/301/83

ssets acquired by ARC @ 6/30/83

out by ARC @ 6/30/83

id out by ARC @ 1/31/84

ired by ARC @ 1/31/84

ans @ 5/191/83

ARC loans @ 5/19/83

es (legal fees) paid by ARC @ 5/19/83

out by ARC @ 6/30/83

ans @ 5/161/83

ARC loans @ 5/16/83

es (legal fees) paid by ARC @ 5/16/83

ssets acquired by ARC @ 6/30/83

out by ARC @ 6/30/83

id out by ARC @ 12/31/83

ans @ 4/291/83

ans @ 6/29/83

ARC loans @ 4/291/83

ARC loans @ 6/29/83

es (legal fees) paid by ARC @ 4/29/83

ssets acquired by ARC @ 6/30/83

through foreclosure breakdown:

ka Food Co.

k a Bait

oods of Alaska

Alaska Food Co.

Alaska Bait

Seafoods of Alaska

assets acquired through foreclosure

foreclosure

assets acquried through foreclosure

12

36



Date: _______Who To: ________ W ohat For: e _______Amount: _
laska Bait #1
-12-34 City of Hoonah HarborE lectricity
Hoonah Seafoods Fuel
-25-84 Payroll & Taxes Jan.Payroll &Fed. + Fica Tax
Total
ibson Cove
-12-84 City of Kodiak W ater, sewer, garbage
Glacier State Tele. Plant phone <chgs.
Kodiak Elec. A ssoc. Electricity
Union Tire Tires for truck
-25-84 Payroll & Taxes Jan. Payroll Fed,Fica,Futa,E s sc. Tax
Total
artins Plant
-04-84 The Woods Hotel Room rent (Gil)
-12-84 A nchorage Tank M aterials
Central Storage Storage of Equipment
W . E. Stone M aterials
Arctic Welding M aterials
G il Reel Expenses & Per Diem
-18-84 Stephans Tool Pipe vise & cutter rental
-19-84 Dept, of Labor Boiler inspection
-25-84 H.C. Industries M aterials
Don Norton Reimbursed(car rental for Gil Reel)
-27-84 Casual Labor Sam & George
Total
terling Plant
-12-84 Enstar Nat Gas December chgs.
.25-84 Homer Electric 12/81/83 to 1/9/84 Service
Total
Enstar 191.57 billed to Schwanke
Homer E lectric 1,646.35 less 569.52 = 1,076.83 billed to Schwanke

*

ALASKA

CORPORATION
v - y ;

RESOURCES

EXPENSES

Re: OWNED ASSETS

1984

for January

322
1,270
2,128
3,720

49

130.
1,204.

200.
5,715
7,299
1,554

168

70.

546

8
1,478.
93
80

6 2.
268
4,896 .
9,224

191.
1,646.
1,837.

.33

00

19

57*
35*
92
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E - Expansion

s - Start up

1B - Investment Banking

vec - Venture Capital

COMPANY NAME FISHERIES m SPECIAL

FISH

ACT | (AK. F.1.S.H .) 125,000
ALASKA TIMBER
ALYESKA CANDY KITCHEN
AMERICAN EAGLE 129,758 49,861
ANCHOR RENEWABLE FARMS
ANCHORAGE TANK
BALL BROTHERS, INC. 807,772 2,564,950
BALL, ALBERT 25,000
BALL, GERALD 25,000
BALL, NEWTON 25,000
ICICLE SEAFOODS 2,181,458
KACHEMAK 213,502
KOKECHIK 278,588
CLARK, INC. 395,000
MASTERCRAFT KITCHENS
PINES SAWMILL
RICE FUR FARM
SALAMATOF 3,022,442
SAYLES MARINE, INC. 95,126
SCHNABEL LUMBER CO.
SEAWARD SHIPYARD 516,274
SMARAGD PARTNERS 456,340
STEIK ENTERPRISES
STERLING SEAFOODS 125,000
TRINITY RESOURCES
WYMAN s 893,642

8,213,711
TOTALS:-

AGRICULTURE

23,654

119,468

114,522

257,644

ALASKA

INVESTMENT

January

FOREST
PRODUCTS

m\* "

1,000,000

55,000

1,325,174

RESOURCES

31, 1984

SPECIAL
FOREST

1,500,000

*\/ e

3,V65,066

5,265,066

RECAP

CORPORATION

"7
MANU - COMMITTED MISCELL -
FACTURING UNDISBURSE1 ANEOUS
FUNDS
370,000
180,000
17,378
i
370,000 17,378 180,000

TOTAL
DEBT

125,0
1,500,0

23,6

213,5
278,5
395,0

265,0

125,0

19,344,9

EQUITY EQUITY
AMOUNT %
125,000 13%
500,000 40 %
2,222,622 39%
490 49%
25,000 1%
976,264 35%
150,000 22%
100,000 49 %
206,100 32%

4,305,476

TOTAL
DEBT &
EQUITY

250,00(
1,500,00
23,65-
179,61°".
119,46¢
370,00c¢
4,052,72:
25,0C(
25,00
25,00C
4,421 ,45¢
213,50
279,07
420,00C

265,06 :

95,12,
4 ,765,061
666,27"
456 ,34C
55,00C
225,000
206.10C

893,641

23,650,451




D ate

M ade

CONEY MAR
L—10—83
L-12-83
L—13—83
1-13-83
—13—83
-13-83
-13-83
1-11-83
1-07-83
1-14-83

1-31-83

IERTIFICA

-13-83
-15-83
0-5-83
-23-84
-20-84
2-6-83
2-12-83
-04-84
2-15-83
RESASURY
2-8-82
.30-83
c03-84
2-1-83
.08-83
.28-83

EPURGHAS

NOTES

Project

ET ACCOUNTS:

Funds held fo

B all Brothers

Funds held
d

If
It
If

Totals:

ES OF DEPOSIT:

Funds held
]

it
n

for
It
it it
it 1
it n
ii 1]
it n

Kodiak Elect,

Schnabel

Totals:

Funds held

Totals:

(pledged)

& BONDS:

AGREEMENT:

for
1 1

for

B an

investment ANB

(pledgedlI80,000) APB

investment ABC

]
PBT

11
A k.

[}
Ak.

1
Dean

]
UBA

]
SNB

]
1st.

ft
B.M.
investment NBA

1]
UBA

ii
i AK.

It
AK.

n
1st.

ti
AK.

it
AK.
(pledged) ANB

k

of North

M utual
State

W itter

B k. Ketch.

Behrends

MUTUAL
MUTUAL

NAT OF ANCH
MUTUAL
CONTINENTAL

of NORTH

B.M.BEHRENDS

investment DEAN

UBA

WITTER
1

Type of Account

Money M arket - checking
Cash Investment - checking
Cash Investment - savings
Investor Fund - checking
Money Market - checking
Money M arket - checking

Liquid A sset Fund

Money Market - checking
Hi Fi Plus - checking

Money M arket - savings
Money Market - checking

Time Certificate Deposit

Fed. Home Loan Bond
Uu.s. Treasury N ote
Fanny Maye

u.s. Treasury N ote
Ryan Mtg. Accept. Bond

Ryan Mtg. Accept. Bond

Repurchase Agreement

Balance

g 1-31-84

100, 654.29
181,357.44
100, 888.27
100,697 .59
100, 790.70
100, 761.87
281,553.10
100, 729.23
100, 766.79
100, 749 .25
100, 750.90

100, 000.00
250, 000.00
500,000.00
300, 000.00
100, 000.00
600, 000.00
100, 000.00
40,000.00

1,000, 000.00

2,990,000.00

2,000, 000.00
1,250, 000.00
1,500,000.00
1,000, 000.00
1,100, 000.00
1,000, 000.00

7,850,000.00

305,000.00

Y

Interest

ield R ate

10.00
9.875

9.625
10.00

10.324

10.41
10.86
10.60
11.375
12.375

D ate

Interest

Paid
1-31-84
1-31-84
1-31-84
1-31-84
1-31-84
1-31-84

Compounds dailj

2-01-84
1-31-84
1-31-84
1-15-84
April & Oct.

M arch & Sept.
May & Nov.
May & Nov.
June & Dec.

Jan . & July

M aturi
D ate
End of e
End of e
End of e
Weekly
End of e
End of e
Paid eve
1st of
End of e
End of e
15th of
3-12
3-13
4-02
4-23
4-30
6-04
6-08
7-t)5
5-31
4-25
9-30
11-12
11-30
6-28
7-28

ty

month
month

month

month
month
4 -6 days
month
month
month

, month

013
013



ALASKA

RESOURCES CORPORATION

CASH RECEIPTS
for January 1984
\ *e *  vijy *

Principal Interest

Payment Payment

3,060.28 2,539.72
7,408.87 18,626.49
6,589.76 3,270.74

-0 - 15,489 .81
-0 - 10,093.16
-0 - 2,906 .25

17,058.91 52,926 .17

Description

Loans Receivable:

D ate Investee

1-03-84 M astercraft Kitchens

1-03-84 lcicle Seafoods

1-06-84 SeaWard Shipyard

1-09-84 Alaska Timber

1-10-84 Smaragd Partners

1-17-84 Anchorage Tank
Totals

Income Jrom Sale of Owned A ssets:

Date Investee

1-18-84 Gibson Cove

Income From Owned A ssets:

Date Investee

1-10-84 Sterling Plant

1-25-84 Gibson Cove

1-25-84 Sterling Plant

1-30-84 M artins

Other Revenue:

Date

1-10-84

1-10-84

1-17-84

1-31-84

Total Interest on Cash Investments:

Alaska Fresh purchase of equip.

Description

Schwanke Jlease payment

A merican Seafood pymt.

Schwanke lease payment

Tesoro Pipeline (84 right of way)
Total

Description

Photo copies

Reimbursed for A k.Fish Ucc filings

Partial recovery (Woodyard debt)

Mike Kiech - Alternative Energy
Total

Grand Total

Total

Paid

69,985.

Amount

Amount

540
2,000
1,140
250
3,930.
Amount
2.
27.
33,000.
650.
33,679.
85,079.

198,874.

.00

68



ALASKA RESOURCES CORPORATION

FUNDS ADVANCED TO PROTECT COLLATERAL

January 31, 1984

DATE: DISBURSED TO: DESCRIPTION:

BALL BROTHERS:

1-25-84 Security-Connecticut Insurance

AMOUNT:

280.30



1

1

1

1

ature
ate

-03-8
-04-8
-23-8
-23-8
-30-8
ew In
ate

-03-8
-04-8
-23-8
-30-8

d

Investments:

Type of Inv
U.S. Treasu
TCD 91 day
TCD 91 day
TCD 91 day
TCD 90 day
Total:
estments:
Type of Inv
Fanny Maye
TCD 183 da
TCD 91 day
TCD 91 day
Total:

ALASKA

estment

ry B ill

estment

RESOURCES

CASH

for January

Amount

,000.00
,000.00
,000.00
150,000.00
100,000.00

1,940,000.00

Amount

1,500,000.00
40,000.00
300.000.00

100.000.00

1,940,000.00

1984

CORPORATION

INVESTMENT ACTIVITY

Institution

Dean W itter

ANB of North

UBA

Ak. Mutual

1st Nat. of Anch.
Institution

Dean W itter

ANB of North

Ak. Mutual

l1st Nat. ofAnch.

Interes

Interes

10

t Yield

.00 %
12%
.50%
.50%

.00 %

t Yield

.86 %
.45 %
.00 %

.25%



* o *
ALASKA RESOURCES CORPORATION
STATEMENT OF INCOME & EXPENSES
July 1, 1983 - January 31, 1984
S..
INCOME
Interest Income Investments $ 200,094
Interest Income Loans 979,595
Ijﬂ: Interest Income U.S. Government Obligations 470,573
M iscellaneous Income 5,710
Gain or Loss on Sale of Investments 10,000
Rental Income From A ssets Acquired Through Foreclosure 67,670
Other Income From A ssets Acquired Through Foreclosure 126,429
l'1- Total Income $1,860,071
EXPENSES
Personal Services - Salariesi & Benefits $ 162,672
Travel & Moving - In-State Trans 4,744
Travel & Moving - In-State Per Diem 3,961
Travel & Moving - O ut-State Trans 5,269
Travel & Moving - Owut-State Per Diem 2,779
Board Member Expenses 9,131
Moving & Relocation 2,875
Telephone ° 6,910
Postage & Mailing 343
Printing & Binding 176
A dvertising 2,739
Subscriptions 3904
Rents & Leases 52,496
Storage Fees 130
Professional Services 22,3009
Conference Registration 140
Freight Express/Cart 810
Stationary & Supplies 1,937
M iscellaneous Expenses 4009
Operating Expenses Pertaining to A ssets Acquired Through Foreclosure 266,462
Total Operating Expenses 546,686
Provision For Uncollectibel Loans 170,500
Total Expenses $ 717,186

NET INCOME $ 1,142,885
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Offered: 3/29/84

Referred: Finance
Original sponsor: Rules/Governor
BY THE HOUSE SPECIAL
IN THE HOUSE COMMITTEE ON STATE LOANS
CS FOR HOUSE BILL NO. 685 (Loans)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act relating to the Alaska Resources Corporation

and repealing the Alaska renewable resources develop-
ment fund and the Alaska renewable resources invest-
ment fund; and providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. FINDINGS AND PURPOSE. (a) The legislature finds that

(€D} it is in the best interests of the state to terminate the

operations of the Alaska Resources® Corporation; and

(2) the Alaska Resources Corporation has madesubstantial loans

and equity investments in certain businesses as part of the performance of
its duties.
(b) It is the purpose of this Act to effect an orderly wind-up of
the affairs of the Alaska Resources Corporation.
* Sec. 2. AS 37.12.010 is amended to read:

Sec. 37.12.010. ALASKA RESOURCES CORPORATION CREATED. There is
created the Alaska Resources Corporation to carry out the purposes of
this chapter. The corporation is a public corporation of the state
and an instrumentality of the state within the Department of Revenue
[COMMERCE AND ECONOMIC DEVELOPMENT], but has a legal existence in-
dependent of and separate from the state. The exercise by the ~corpo-
ration of the powers conferred by this chapter is considered an essen-
tial function of the state.

* Sec. 3. AS 37.12.015 is repealed and reenacted to read:

Sec. 37.12.015. PURPOSE. The purpose of the corporation 1is to
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effect an orderly wind-up of its affairs.
* Sec. 4. AS 37.12.022 is amended to read:

Sec. 37.12.022. DEVELOPMENT CAPITAL FUND. The development
capital fund is established in the corporation, consisting of money
[OR ASSETS] appropriated [OR TRANSFERRED] to the corporation [AND
PAYMENTS OF PRINCIPAL AND INTEREST ON LOANS AND EQUITY INVESTMENTS
MADE BY THE CORPORATION]. The development capital fund shall be used
to pay for liabilities of the corporation that might arise during the
wind-up of its affairs [FINANCE PROJECTS THAT QUALIFY FOR ASSISTANCE
UNDER THIS CHAPTER, AND TO PAY THE OPERATING EXPENSES OF THE CORPO —
RATION. IF MONEY REMAINS IN THE DEVELOPMENT CAPITAL FUND AFTER F1—
NANCING PROJECTS THAT QUALIFY FOR ASSISTANCE UNDER THIS CHAPTER AND
AFTER PAYING THE OPERATING EXPENSES OF THE CORPORATION, THE MONEY
SHALL BE INVESTED BY THE CORPORATION UNDER AS 37.10.070(a)]-

* Sec. 5. AS 37.12 is amended by adding a new section to read:

Sec. 37.12.023. DEPOSIT OF MONEY. Repayments of principal and
payments of interest and other income from loans of the corporation,
dividends received from capital stock investments, and money received
from the sale of equity investments or other assets of the corporation
must be deposited in the general fund.

* Sec. 6. AS 37.12.030 is repealed andreenacted to read:

Sec. 37.12.030. COMPOSITION ANDTERM OF BOARD OF DIRECTORS. The
board consists of the commissioner of revenue, who shall serve as
chairman, and the commissioners of two other principal executive de—
partments designated by the governor. The term of office of these
board members continues until the corporation is dissolved.

* Sec. 7. AS 37.12.050(a) 1is amended to read:
(a) Two [THREE] members of the board constitute a quorum for

transaction of business and the exercise of the powers and duties of

CSHB 685 (Loans) -2-



the board.
Sec. 8. AS 37.12.055 is amended to read:

Sec. 37.12.055. COMPENSATION OF BOARD MEMBERS. Members of the
board [RECEIVE $200 FOR EACH DAY SPENT ON OFFICIAL BUSINESS OF THE
CORPORATION, AND] are entitled to per diem and travel expenses au-—
thorized by law for state boards and commissions under AS 39.20.180.
Sec. 9. AS 37.12 is amended by adding a new section to read:

Sec. 37.12.071. ADDITIONAL POWERS. Notwithstanding other pro—
visions of law governing disposal of state property, the board may, at
either public or private sale, dispose of the assets of the corpo-—
ration as required in AS 37.12.075. In addition, the corporation may
spend money to protect the assets of the corporation.

Sec. 10. AS 37.12.075 1is repealed and reenacted to read:

Sec. 37.12.075. DUTIES. In carrying out the purposes of this

chapter the board shall

(1) contract with the Department of Revenue to manage the
assets of the corporation;

(2) divest the corporation of all equity 1investments by
July 1, 1989; and

(3) divest the corporation of all other remainingassets,
with the exception of the outstanding loan portfolio, by July 1, 1989.
Sec. 11. AS 38.05.180(g) is amended to read:

(g) The share of the net profit derived from a lease reserved to
the state under (f) of this section is royalty sale proceeds for the
purposes of the Alaska permanent fund wunder AS 37.13.010 [AND THE
ALASKA RENEWABLE RESOURCES DEVELOPMENT FUND UNDER AS 37.11.020].

Sec. 12. AS 38.05.180(i) 1is amended to read:
(i) The commissioner may provide for the establishment of

exploration incentive credit system under which a lessee of state land

-3- CSHB 685 (Loans)
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drilling an exploratory well on that land may earn credits based upon
the footage drilled and the region in which the well 1is situated. The
commissioner may also provide for credits to be earned by persons
performing geophysical work on state land, if that work 1is performed
during the two seasons immediately preceding an announced lease sale
and on land included within the sale area and the geophysical informa—
tion is made public following the sale. Credits may not exceed 50
percent of the cost of the drilling or geophysical work. Credits may
be used during a limited period established by the commissioner and
may be assigned during that period. Credits may be applied against
(1) oil and gas royalty and rental payments payable to the state or
(2) taxes payable under AS 43.55. A [NO] credit may not exceed 50
1°*; percent of the payment toward which it is being applied. Amounts due
1 the Alaska permanent fund (AS 37.10.065) [AND THE ALASKA RENEWABLE
RESOURCES DEVELOPMENT FUND (AS 37.11.020)] shall be calculated before
the application of credits under this subsection.
* Sec. 13. AS 43.05.010 is amended by adding a new paragraph to read:
(17) contract to manage the assets of the Alaska Resources
Corporation as provided in AS 37.12.075, and administer the outstand-—
ing loan portfolio upon dissolution of the corporation.
* Sec. 14. AS 44.83.181(c) 1is amended to read:

(c) The plan of finance shall include recommendations of the
most appropriate means to finance a project, including, but not
limited to,

(1) the issuance of revenue bonds of the authority;
(2) the issuance of
(A) general obligation bonds of the state; or
(B) revenue bonds of the authority that [WHICH] are

guaranteed or partially guaranteed by the state;

CSHB 685 (Loans) -4-
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(3) an appropriation from the general fund
(A) to pay debt service on bonds or for other project
purposes; or
(B) to reduce the amount of debt financing for the
project;
(4) a loan from the general fund;
(5) financing arrangements with other entities using le—
veraged leases or other financing methods;
(6) assistance from any federal agency, including, but not
limited to, the Rural Electrification Administration;
(7) a loan from the power project fund (AS 44.83.170(a)) [,
OR FROM THE RENEWABLE RESOURCES INVESTMENT FUND (AS 37.11.050)]; or
(8) any combination of financing arrangements listed 1in
this subsection.

* Sec. 15. All but $500,000 of the unexpended and unobligated money in
the development capital fund is transferred to the general fund.

* Sec. 16. AS 37.11; AS 37.12.035, 37.12.045, 37.12.060, 37.12.070(5),
37.12.070(6), 37.12.070(11), 37.12.080, 37.12.085, 37.12.125(1), 37.12.-
125(4), 37.12.125(5), 37.12.125(6), 37.12.125(7); AS 44.66.010(a)(7), and
AS 44.83.080(16)(E) are repealed.

* Sec". 17. The Alaska Resources Corporation is dissolved. As of the
date of dissolution, administration of the outstanding loan portfolio along
with all attendant rights and obligations cf the corporation is transferred
to the Department of Revenue.

*Sec. 18. AS 37.12.010 - 37.12.125 are repealed.

* Sec. 19. Sections 1 - 16 of this Act take effect immediately in
accordance with AS 01.10.070(c).

* Sec. 20. Sections 17 and 18 of this Act take effect July 1, 1989.
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Introduced: 2/13/84
Referred: Resources, House Special
Committee on State Loans and Finance

liy THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 685
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Resources Corporation
and repealing the Alaska renewable resources develop—
ment fund and the Alaska renewable resources invest—
ment fund; and providing for an effective date."
BE IT ENACTED BY TIIE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. FINDINGS AND PURPOSE. (a) The legislature finds that

(¢D) it is in the best interests of the state toterminate the

operations of the Alaska ResourcesCorporation; and

(2) the Alaska Resources Corporation has made substantial loans

and equity investments 1in certain businesses as part of the performance of
its duties.
(b) It is the purpose of this Act to effect an orderly wind-up
the affairs of the Alaska Resources Corporation.
* Sec. 2. AS 37.12.010 is amended to read:

Sec. 37.12.010. ALASKA RESOURCES CORPORATION CREATED. There is
created the Alaska Resources Corporation to carry out the purposes of
this chapter. The corporation is a public corporation of the state
und an instrumentality of the state within the Department of Revenue
[COMMERCE AND ECONOMIC DEVELOPMENT], but has a legal existence in—
dependent of and separate from the state. The exercise by the corpo—
ration of the powers conferred by thischapter isconsidered anessen—
tial function of the state.

* Sec. 3. AS 37.12.015 is repealed and reenacted to read:

Sec. 37.12.015. PURPOSE. The purpose of the corporation 1is to
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effect an orderly wind-up of its affairs.
Sec. 4. AS 37.12.022 is amended to read:

Sec. 37.12.022. DEVELOPMENT CAPITAL FUND. The development
capital fund 1is established in the corporation, consisting of money
[OR ASSETS] appropriated [OR TRANSFERRED] to the corporation [AND
PAYMENTS OF PRINCIPAL AND INTEREST ON LOANS AND EQUITY INVESTMENTS
MADE BY THE CORPORATION]. The development capital fund shall be used
to pay for liabilities of the corporation that might arise during the
wind-up of its affairs [FINANCE PROJECTS THAT QUALIFY FOR ASSISTANCE
UNDER THIS CHAPTER, AND TO PAY THE OPERATING EXPENSES OF THE CORPO—
RATION. IF MONEY REMAINS IN THE DEVELOPMENT CAPITAL FUND AFTER FI —
NANCING PROJECTS THAT QUALIFY FOR ASSISTANCE UNDER THIS CHAPTER AND
AFTER PAYING THE OPERATING EXPENSES OF THE CORPORATION, THE MONEY
SHALL BE INVESTED BY THE CORPORATION UNDER AS 37.10.070(a)].-

Sec. 5. AS 37.12 is amended by adding a new section to read:

Sec. 37.12.023. DEPOSIT OF MONEY. Repayments of principal and
payments of interest and other income from loans of the corporation,
dividends received from capital stock investments, and money received
from the sale of equity investments or other assets of the corporation
must be deposited in the general fund.

Sec. 6. AS 37.12.030 is repealed and reenacted to read:

Sec. 37.12.030. COMPOSITION AND TERM OF BOARD OF DIRECTORS. The
board consists of the commissioner of revenue, who shall serve as
chairman, and the commissioners of two other principal executive de—
partments designated by the governor. The term of office of these
board members continues until the corporation is dissolved.

Sec. 7. AS 37.12.050(a) 1is amended to read:

(a) Two [THREE] members of the board constitute a quorum for the

transaction of business and the exercise of the powers and duties of
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the board.
Sec. 8. AS 37.12.055 is amended to read:

Sec. 37.12.055. COMPENSATION OF BOARD MEMBERS. Members of the
board [RECEIVE $200 FOR EACH DAY SPENT ON OFFICIAL BUSINESS OF THE
CORPORATION, AND] are entitled to per diem and travel expenses au-—
thorized by law for state boards and commissions under AS 39.20.180.
Sec. 9. AS 37.12 is amended by adding a new section to read:

Sec. 37.12.,071. ADDITIONAL POWERS. Notwithstanding other pro-—
visions of law governing disposal of state property, the board may, at
either public or private sale, dispose of the assets of the corpo—
ration as required in AS 37.12.075. In addition, the corporation may
sp.epd money to protect the assets of the corporation,

Sec. 10. AS 37.12.075 is repealed and reenacted to read:

Sec. 37,12.075. DUTIES. Incarrying out the purposes of this

chapter the board shall

(€Y} contract .y/fth the Department of Revenue to manage the
assets of the corporation;

(2) divest the corporation of all equity 1investments by
July 1, 1989; and

3) divest the corporation of all other remaining assets,
with the exception of the outstanding loan portfolio, by July 1, 1989.
Sec. 11. AS 43.05.010 is amended by adding a new paragraph uo read:

(17) contract to manage the assets of the Alaska Resources
Corporation as provided in AS 37.12.075, and administer the outstand-—
ing loan portfolio upon dissolution of the corporation.

Sec. 12. All but $500,000 of the unexpended and unobligated money in

the development capital fund is transferred to the general fund.

Sec. 13, AS 37.13.010 - 37.11.090, AS 37.12.035, 37.12.045, 37.12.-
37.12.070(5), 37.12.070(6), 37.12.070(11), 37.12.080, 37.12.085,

-3-



10

13
i
15
16
17
18
19
20
21
22
23
24
2
26
27
2

28

37.12.125(1), 37.12.125(4), 37.12.125(5), 37.12.125(6), 37.12.125(7), and
AS 44.66.010(7) are repealed.

* Sec. 14. The Alaska Resources Corporation 1is dissolved. As of the
date of dissolution, administration of the outstanding loan portfolio along
with all attendant rights and obligations of the corporation is transferred
to the Department of Revenue.

* Sec. 15. AS 37.12.010 - 37.12.125 are repealed.

* Sec. 16. Sections 1 - 13 of this Act take effect immediately in
accordance with AS 01.10.070(c).

* Sec. 17. Sections 14 and 15 of this Act take effect July 1, 1989.





