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STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date jf/laa. ./gf/

REQUEST FISCAL DETAIL

BilllResolution No; CS SB 479 (Finance) Agency Affected: Revenue

Title: Forest Products Loan Guarantee Program Category Affected;,

Sponsor: Senate Finance BRU, Program or Subprogram?”) Affected:
Requestor: Treasury

Date of Request: May 17. 1984

EXPENDITURES/REVENUES: (Thousands of Dollars)

| FYy 84 | FY 8 | FY 8 | FYy 87 | FY 88 | FY 89
OPERATING 1 1
100 PERSONAL SERVICES 1 - 1 - 1 - 1 - 1 - 1 -
200 TRAVEL 1 - 1 - 1 - 1 - 1 - 1 -
300 CONTRACTUAL 1 - 1 - 1 - 1 - 1 - 1 -
400 SUPPLIES 1 1 - 1 - 1 - 1 - | -
500 EQUIPMENT 1 - 1 - 1 - 1 - 1 - 1 -
600 LANDS & STRUCTURES 1 - 1 - 1 - 1 - 1 - 1 -
700 GRANTS, CLAIMS | - 1 - 1 - 1 - 1 - 1 -
800 MISCELLANEOUS 1 - 1 - 1 - 1 - | - 1 -
TOTAL OPERATING 1 1 - - 1 - 1 1 “
1 CAT-ITAL 1 - 1 - 1 - 1 - 1 - 1 -
1 REVENUE 1 ~ 1 - 1 - 1 - 1 - 1 -
FUNDING: (Thousands of Dollars)
| GENERAL FUND 1 - 1 - 1 - 1 - 1 - 1 -
| FEDERAL FUNDS : - i - 1 - 1 - 1 - 1 -
| OTHER h - 1 - 1 - | - 1 - 1 -
1 TOTAL i - 1 - 1 - 1 - 1 - 1 -
POSITIONS:
1 FULL-TIME i - 1 - 1 - 1 - 1 - 1 -
i PART-TIME il - ! - 1 ; 1 - 1 - 1 -
1 TEMPORARY i - 1 - i - 1 - 1 - 1 -

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:
This fiscal note addresses costs for Treasury to administer the program.

ANALYSIS: Attach a separate page for analysis.

Prepared By: M ilt Barker MB Phone: 465-2350
Division: Treasury Date: Mayl7. 1984
Approved by Commissioner Date: v-r/lu/gf
Agency:

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)
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Original sponsorsi Kurttula and
Ziegler

IN TilE SENATE BY THE FINANCE COHKITTEE
HOUSE CS FOR CS FOR S"HAIE BILL HO. 479 (Finance) '
' IH THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL .
o
For an Act entitledt Mn Act relating to a forest products business loan

i guarantee progran» and providing for an effective

date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OP ALASKA*
* Section |. AS 45 is ataanded by adding a new chapter to rcadi

CHAPTER :\. FOREST PRODUCTS BUSINESS LOAH GUARANTEE PROGRAM
Sec. Vv..94.010. ESTABLISHVENT OF LOAH GUARANTEE FUND. The
forest products business loon guarantee fund is established in the
Dcparttsent of Revenue.
Sec. 43.94.020. FOREST PRODUCTS BUSINESS LOAN CUASANTEE PROGRAM
The department nay, in accordance with AS 43.94.050, use ooney in the
fund to guarantee a loan for tha purpose of operating or expanding a
forest products business in the state, or for the acquisition of on
interest in a forest products business in tha stAte.
Sec. 43.94.030. POAERS AND DUTIES OF THE DEPARTMENT. (a) The
conalssiouor nay
(1) designate agents and delegate powers necessary to
implement this chapter}
(2) adopt regulations to implement this chapterj
(3) make and execute contracts and other instruments to
implcnent this chapter}
(4) acquire real or personal property by purchase, trans-
fer, or foreclosure when thu acquisition is necessary to protect an

interest in tha fund) and
-1- HCS CSSB 479(Pin)



(5) receive, end protect against the disclosure of, trxde
secrets or other confidential information reasonably necessary to
conduct the review required by AS 45.94.050.

(b) The commissioner shall require that a loan guaranteed by the
fund .be secured by adequate collateral, and that the net (\ivaSh flow
from the forost products business provides adequate coverage for the
debt service on the loan. The applicant shall provide a proposed.
operating plan and an economic and financial feasibility analysis
prepared by a firm acceptable to the department.

Sec. 45.94.040. INVESTMENT OP THE FUND. Honey in the fund that
Is not being used for loan guarantees under this chapter shall be
invostcd as provided for the investment of stuto treasury surplus
under AS 37.10.070. Income from investment shall be transferred to
the gevneraldfund. ) |

' Sec. 45.94.050. CONDITIONS OF HAKIHG A LOAN GUARANTEE, (a) The
department may guarantee a loan under this chapter under tha following
conditions >

(1) the term of the loan may not exceed 10 yearsi

(2) the loan must bo secured by tho real or personal
property, inventoryor accounts receivable of the forest products
business, or by other collateral acceptable to the departmentj ™

(3) the loan muBt originate with and be serviced by a state
or federally chartered financial institutionf

<4) if the loan is for the purpose of acquiring an interest
in a forest products business in the state

(A) the persona acquiring the interest must be resi-
dents ofthe stateand qualified to operate and manage the busi-
nessj

(B) tho interest acquired nay not be leas than 35

HCS 479(Fin)  V -2-



percent of Che stock, or assets of tho businessj
() Che acquisition oust be necessary for “the con-

tinued operation of the businassi and

(0) the comeiisslonar must find, on the basis

financial and feasibility analysis end proposed operating plan

subaitted under AS 4b.94.030(b), that- the acquisition .will

m aterially increase the likelihood of success of tha business,...

and that additional debt service vill be offset by buneficial

operation or management changesi and

(5) if the loan is for the purpose, of expanding or op-
erating a forost products business in the state, the commissioner oust
find, on Che basis of the financial and feasibility analysis and
proposed operating plan submitted under AS 43.94.030(b), that Che
expansion of operating capital vill increase employment or avoid a
decrease in employment in tho area in vhich the business is located,
and that additional debt service will be offset by the probable
savings or earnings from the expansion of operating capital.

(b) The department may provide a guarantee from the fund for up
to 50 percent of a loon, but may not guarantee more than $30,000,000
per borrower. The department may not guarantee tho payment of annual
interest on the guaranteed portion of a loan.

(c) After a default by a borrower, the maximum liability of the
fund for a loan guarantee under this chapter la equal to tha amount iu
default multiplied by the guaranteed percentage of tho loan. Payments
received toward satisfaction of a default shall be allocated between
the lender and the fund accordiug to the guaranteed percentage of the
loan until the principal balance has been repaid.

Sec. “'.94.060. DEFIHITIOHfS. Iu this chapter

k' "commissioner" means the coumisoioner of revenues
3. HCS 479(Fin)
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(2) "department” oeana the Department of Revcnuci
(3) "forest products business” means a sole proprietorship,
partnership, corporation or other business organization forced for the
purpose of harvesting or processing timber or other forest resources;j
(4) "fund” means the forest products business loan guaran-
tee fund.
* Sec. 2. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

HCS CSSB 479(Pin)
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Asper
5/24/84 <*

Original sponsors: Kerttula and -
Ziegler c N

IN THE SENATE BY THE FINANCE COMMITTEE
HOUSE CS FOR CS FOR SENATE BILL NO. 479 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA -
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to a forest products business loan
guarantee program; and providing for an effective
date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 45 is amended by adding a new chapter to read:
CHAPTER 94. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM.

Sec. 45.94.010. ESTABLISHMENT OF LOAN GUARANTEE FUND. The
forest products business loan guarantee fund is established in the
Department of Revenue.

Sec. 45.94.020. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM.
The department mav. in accordance with AS 45.94.050. use money in the

fund to guarantee a loan for the purpose of operating or expanding a

C/o or 0? Vki.vV~C. or OV aTTcrccoV- twsfaOg ' thilvXso
forest products business in the state, or for the acquisition of an
WJ,SA W ;QV _ w8 awOVeAjulo B\
interest in a forest products business? in the State.
----- W RGS 0*503

Sec. 45.94.030. POWERS AND DUTIES OF THE DEPARTMENT. (a) The

commissioner may

(1) designate agents and delegate powers necessary to
implement this chapter;

(2) adopt regulations to implement this chapter;

(3) make and execute contracts and other instruments to
implement this chapter;

(4) acquire real or personal property by purchase, trans-
fer, or foreclosure when the acquisition is necessary to protect an
interest in the fund; and

-1- HCS CSSB 479(Fin)
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(5) receive, and protect against the disclosure of, trade
secrets or other confidential information reasonably necessary to
conduct the review required by AS 45.94.050.

(b) The commissioner shall require that a loan guaranteed by the
fund be secured by adequate collateral, and that the net cash flow
from the forest products business provides adequate coverage for the
debt service on the loan. The applicant shall provide a proposed
operating plan and an economic and financial feasibility analysis
prepared by a firm acceptable to the department.

Sec. 45.94.040. INVESTMENT OF THE FUND. Money in the fund that
is not being used for loan guarantees under this chapter shall be
invested as provided for the investment of state treasury surplus
under AS 37.10.070. Income from investment shall be transferred to
the general fund.

Sec. 45.94.050. CONDITIONS OF MAKING A LOAN GUARANTEE. (a) The
department may guarantee a loan under this chapter (u:-rl;((?er the following
conditions:

@ th? term of the loan may not exceed 10 years;

(2) the loan must be secured by the real or personal
property, inventory or accounts receivable of the forest products
business, or by other collateral acceptable to the department; t

(3) the loan moust originate with and be serviced by a state
or federally chartered financial institution;

N (4) if the loan is for the purpose of acquiring ar interest
in a forest products business in the state
(A) the persons acquiring the interest must be resi-
dents of the state and qualified to operate and manaee the busi-
ness;

(B) the interest acquired may not be less than 35

HCS CSSB 479(Fin) 2=
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percent of the stock or assets of the business!
(C) the acquisition must be necessary for the con-
tinued operation of the business; and
(D) the commissioner must find, on the basis of the
financial and feasibility analysis and proposed operating plan
submitted under AS 45.94.030(b), that the acquisition will
materially increase the |likelihood of success of the business,
and that additional debt service will be offset by beneficial
operation or management changes; and
(5) if the loan is for the purpose of expanding or op-
erating a forest products business in the state, the commissioner must
find, on the basis of the financial and feasibility analysis and
proposed operating plan submitted under AS 45.94.030(b), that the
expansion of operating capital will increase employment or avoid a
decrease in employment in the area in which the business is located,
and that additional debt service will be "ffset by -the probable
savings or earnings from the expansion of operating capital.

(b) The department may provide a guarantee from the fund for up
to 50 percent of a loan, but may not guarantee more than $30,000,006
per borrower. The department may not guarantee the payment of annual
interest on the guaranteed portion of a loan. t

(c) After a default by a borrower, the maximum liability of the
fund for a loan guarantee under this chapter is equal to the amount in
default multiplied byatgce\()/&uaranteed'per::\{mge of the loan. Payments
received toward satisfaction of a default shall be allocated between
the lender and the fund according to the guaranteed percentage of the
loan until the principal balance has been repaid.

Sec. 45.94.060. DEFINITIONS. In this chapter

(1) "commissioner™ means the commissioner of revenue;

-3- HCS CSSB 479(Fin)
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(2) "department"™ means the Department of Revenue;

(3) "forest products business” means a sole proprietorship,
partnership, corporation or other business organization formed for the
purpose of harvesting or processing timber or other forest resources;

(4) "fund"™ means the forest products business loan guaran-
tee fund.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

HCS CSSB A79(Fin) -4-
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LEGISLATIVE AFFAIRS AGENa

MEM O 2L-ANDUWM May 24, 1984
SUBJECT: Sectional Analysis of HCS CSSB 479 (Finance)
TO: Representative Al Adams

Chairman, House Finance Committee

FROM: Linn H. Asper
Legislative Counsel

You have asked for a sectional analysis of the proposed
House Finance committee substitute for Senate Bill 479,
relating to a forest products business loan guarantee pro—
gram.

Section 1 establishes a forest products business loan
guarantee program.

AS 45.94.010 establishes Lhe forest products business
loan guarantee fund in the Department of Revenue.

AS 45.94.020 allows money iIn the guarantee fund to be
used to guarantee a loan for the operation, expansion,
or acquisition of a forest products business in the
state.

AS 45.94.030 defines the powers and duties of the De —
partment of Revenue with regard to the guarantee fund.

AS 45.94.040 instructs the Department of Revenue on
investment policies for money in the guarantee fund.

AS 45.94.050 states the conditions and limitations on
making a loan guarantee secured by money in the guaran—
tee Tund.

AS 45.94.060 provides definitions for terms used in the
new chapter.

Section 2 provides for an immediate effective date.

LHA:Imb
L3/014



March 1, 1984

INTRODUCTION OF SB 479
€

Senators Kerttula and Ziegler have introduced this legislation,
SB 479, as a means to assist the employees of the Alaska Division of the
Louisiana-Pacific Corporation to acquire ownership of that Company®"s forest
product business which is headquartered out of Ketchikan.

ka

Senate Bill 479 will assist and make more secure the financing of an
employee effort to pruchase®a controlling interest in the Ketchikan based
forest products operation of Louisiana-Pacific Corporation. The employees
have formed an ESOT (Employee Stock Ownership Trust) and study committee
which represents all 800 direct employees of the division. In addition,
600 employees are employed by contractors for Ketchikan Pulp. If this
employee purchase effort is not successful, LP has stated the operations
will be shut down. Such an event will naturally result in massive

unemployment and economic disruption.

The Borough and City of Ketchikan are vitally concerned about this

problem, and fully support this employee effort.

The employees have completed five months of study and negotiations
with LP, assisted by legal counsel and Salar.ion Brothers as financial
advisors. The employees have committed to contribute a 5.~ reduction in

pay and benefits as part of this purchase effort. They are confident that
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0§ SALE Or ALASKA QPEP.ATIOMS TO EMPLOYEES

0-*tchika:>, Alaska, March 7} — Louisiana-
Pacific Carp, announced today that it has reached an
agreement in principle to sell approxlaately 56 percent
of its ownership interests in it3 Alaska facilities
to an Eapictyt-e Stock. Ownership Trust (ES07) to be est3b~
lished by the employees at those operations. The agreement
vss reached with the Ketchikan Pulp Company Employees
ESO7 Study~"Committee, an employee committee established
to review msui negotiate- th-e sale. It is subject to
» ausher ©f conditions including, the "ESOT obtaining
Ttecersserv financing, execution of a definitive agreement
and any required approvals by the effected employees,
as veil as by Louisiana-Pacific*s board of directors.
The agreement sets a sales price of $50 million
to be paid vith a combination of cash and noces. L-?
vill not reslice 3 significant gain or loss on the

(more)



transaction-. Cocu.ioti.on of the sale is expected by -~
ciii-1954.

L-P’s Alaskan. operations. consist primarily
oi s iip sill 5a Ketchikan vith an annual capacity
of 150,000 tons which aanufscturrs specialty 'sulfite
pulp £or voria markets and three sawmills which prcauce
high quality spruea and hemlock cants* Ths sills are
supported by s long-tera timber agresnwnt with
tho U» S» Fotext Service--.

"We believe that the long-term prospects
for these facilities will be brighter with employee
participation in ownership,* according to Harry A Merlo>
3u-? chairman and president*

Louisiana-Pacific is- a major forest products
Eim with »ore than ICO plants and mills throughout
the United St-ates,

- 0 -

BZMTQ3S PLEASE MOTE; Belessed, vii? Business Wire
March 7% 19SS



STATE OF ALASKA 1934 LEGISLATIVE SESSION

FISCAL

REOIJEST

Bill/Resolution No: Loans Cs Hu 627
Title: Forest Produces Loan
Guarantee

Sponsor: House Loans

Requestor: House Resources

Date of Request: 3-10-34

EXPENDITURES/REVENUES:

1 FY
OPERATING 1
PERSONAL SERVICES |
TRAVEL 1
CONTRACTUAL |
SUPPLIES | -

|

|

|

|

o4

1
1

| 1w
1 200
1 300
1 400
| 500
1 600
1 700
1 800
I

EQUIPMENT

LANDS & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

I ol i T

| CAPITAL | _ 1
| REVENUE | - 1

FUNDING: (Thousands of Dollars)
| GENERAL FUND -
| FEDERAL FUNDS " -
| OTHER -
| TOTAL -

PR R R

POSITICMS:
| FULL-TIME 1
1 PART-TIME _ 1
I TEMPORARY 1
SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF
This Tfiscal

program.
to the guarantee fund.

ANALYSIS:

Prepared Gy: Milt 3arker M

NOTE
Revision Date
FISCAL DETAIL

Agency Affected: Revenue
Program Category Affected:

(Thousands of Dollars)

BRU, Program or Subprogram”} ATtectea:
Treasury
FY 35 | FY 36 1 FY 3/ 1 FY 38 | FY 89
1 1 1 1
- 1 - 1 - 1 - 1
- 1 - 1 - 1 - 1
B 1 - 1 - 1 - 1
- 1 - 1 - 1 - 1
st 45 _ - 1 - 1 - 1
- 1 - 1 - 1 - 1
- 1 - 1 - 1 - 1
- 1 - 1 - 1 - 1
-0- | -0- | -0- | -0- | -0-
- 1 - 1 - 1 1
- 1 - 1 - 1 - 1
- 1 - 1 1 1
B 1 - 1 - 1 - 1
- 1 - 1 - 1 - 1
- 1 - 1 - 1 - 1
- 1 - 1 - 1 1
B 1 - 1 - 1 - 1 -
- 1 - 1 - 1 - 1 -
BILL:

note addresses costs for the Department of Revenue to administer the
A guarantee would require tile amount of tiie guarantee to oe appropriated

1

Attach a separate page for analysis.

Division: Treasury

Approved by Commissioner:
Agency:

Phone: . 465-2350
Date: 3-12-34
Date:

Distribution (by Agency preparing Tfiscal
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and 3udget
Impacted Agency(ies)

note):



POTENTIAL UNEMPLOYMENT PAYMENTS TO DIRECT/INDIRECT & SERVICE RELATED EMPLOYEES IN

THE EVENT OF A LOUISIANA PACIFIC AND ALASKA LUMBER & PULP CLOSURE

UNEMPLOYMENT AVERAGE PAYMENT EXHAUST BENEEITS
CLAIMENTS & DURATION 39 WEEKS 52 WEEKS
3.000 $6,245,580 $14,952,600 $19,936,800
6.000 $12,491,160 $29,905,200 $39,873,600
10,000 $20,818,600' $49, 842,000 $66,456,000

ADMINISTRATIVE COSTS OF MAKING PAYMENTS

CLAIMENTS AVERAGE PAYMENT & DURATION 39 WEEKS
3.000 $139,296 $384,296
6.000 $396,596 $769,452
10,000 $659,711 $1,281,289

* AVG. PAYMENT & DURATION = $127.80 per week for 16.29 weeks

LOUISIANA PACIFIC EMPLOYMENT INFORMATION

MAGES
PAYROLL & BENEFITS
DIRECT EMPLOYMENT 800 $22.6 million $23 - 30 million

SECONDARY EMPLOYMENT 600

TOTAL EMPLOYMENT 1400

52 WEEKS
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LEGISLATIVE AFFAIRS AGENCY

M EMORAHDUM February 27, 1984

SUBJ1HT: Sectional analysis of
SB 479

TO: Senator Jalmar Kerttula
B I - -
FR.OM: B Linn H. Asper
tlv* Legislative Council

You have asked for a sectional analysis of SB 479, relating
to a forest products business loan guarantee program.

*Section 1 establishes the forest products business loan

guarantee program and sets conditions for the loan guaran—
tees .

Sec. 45.94.010 establishes the forest products business Iloan
guarantee fund in the Department of Revenue

Sec. 45.94.020 allows the Department of E.evenue to use fund
money to guarantee a loan for the purchase of 35 percent or
more of the stock or assets of a forest products business by
the employees of that business.

Sec. 45.94.030 grants the department the powers necessary to
administer loan guarantees under the forest products busi —
ness loan guarantee program, and requires that a loan guar—
anteed must be secured by adequate collateral.

Sec. 45.94.040 directs the d partment to invest money from
the loan guarantee fund that is not being used to guarantee
loans in investments allowed under AS 37.10.070.

Sec. 45.94.050 establishes conditions on a loan guaranteej
including maximum and minimum amounts that may be guaran—
teed, terms of loans guaranteed, security for guaranteed
loans, state Tfinancial institution particioation iIn the

guaranteed loan, and other terms applicable to guaranteed
loans.



Senator Kerttula
Page 2
February 27, 1984

Sec. 45.94.055 allows the department to guarantee additional
loans for a borrower under the terms of the chapter.

Sec. 45.94:060 provides definitions of terms used iIn the
chapter.

Section 2 of the Act provides an immediate effective date.

LHArcsh
C2/137
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m/+ By GREGGPOPPEN SS
Daily News Staff Writer

Members of the Employee Stock
Ownership  Trust (ESOT) study
committee Tuesday approved a $50
million employee buy "out of
Louisiana-Pacific Ketchikan Division
(LPK) after months of bargaining
with the parent corporation. ESOT
would hold 56 percent of the division’s
stock, with Louisiana-Pacific (L-P)
keeping the rest.

About 11 percent of the refinanced
stock is expected to be offered to the
public by ESOT.

ESOT leader and LPK comptroller
Martin Pihl said today the study

‘committee’s 28 members — salaried

management employees and union
wage .employees — had given the
purchase proposal close consideration
since drafting over the weekend a
letter of intent to participate with L-P
in the $30 million deal. “I think we all
feel pretty good about it. There was

not unanimous approval, but very
near,” he said.
Pihl said ESOT’ purchase of

division stock is conditional on
finding $50 million in financing and
gaining employee approval of the
plan. It must also be approved by the
Louisiana Pacific board of directors.

The sale is expected to be com- !
pleted by mid-1984, according to a
press release issued today by .
Ixiuisiana-Pacific. . /i

L-P proposed the employee buy out
last fall and first offered "the division
to employees for about $150 million.
LPK facilities include the Ward Cove
pulp mill, the Ketchikan Spruce Miil
on the downtown waterfront and the
Kenai Lumber Co. of Seward. Other
facilities are logging camps, sorting
yards and Annette Hemlock, a
sawmill in Metlakatla. Nearly a
thousand workers are on the LPK
payroll at full production. The pulp

1
mill is considered Ketchikan’s

greatest employer.

Financing search

ESOT executives will finish pre-
paring .inancial documents in the
next several weeks with the help of
Salomon Brothers, the New York
financial consultants who were hired
by ESOT. Pihl said ESOT committee
members have a list of six major
banks in Alaska and the Lower 48
which will hear ESOT% pitch for
financing, ..

Bankers are sure to look closely at
what Pihl called ESOT’s "viability
plan" —a package of operating plans

BuefFIWUHoaviflWfjw

and management strategies for the
prospective employee-run corpora-
tion. The plan includes wage and
benefits reductions for employees and
savings in operating expenditures,
particularly at the pulp mill. ESOT
leaders said in recent weeks about
$10 million in annual operations
savings would be needed to make the
division breakeven.

Employees are hoping the U.S.
Forest Service regional forester will
grant timber industry cost relief
requests that could reduce the price
of building roads and harvesting
timber. This weekend, industry’ lead-

V « e r o« -V,/L
ers will meet once again with
regional forester John Sandor in
Juneau.

Another impending concern is the
tentative denial by the U.S.
Environmental Protection Agency
(EPA) ‘’regional administrator of
LPK’s request for a variance from
new wastewater treatment standards.
A final ruling by regional ad-
ministrator Ernesta Barnes will come
in late May, she said last week during
a Ketchikan visit.

LPK estimates the cost of comply-
ing with the EPA treatment regula-
tions at more than $10 million.



Loan

SENATE BILL NO. £79. by Senators Kerttula and Ziegler.

Establishes a Forest Product Business Loan Guarantee Program in

the Dept, of Revenue. Money in the loan fund could be used

to guarantee a loan for the purpos-e of financing the purchase of 35
percent or more of the stock or araets of a forest products
business by, on behalf of, or for the benefits of the employees oi
that business. The Commissioner must require that a loan
guaranteed by the fund be secured by adequate collateral.

Money in the fund that is not being used for loan guarantees must
be invested under laws governing investment of the Permanent Fund

(AS 37.10.070). Income from the investment would be transferred to
the General Fund. '~

The following conditions must be met before the Dept, of Revenue
could guarantee a loan: .(1) the term of the loan cannot exceed 10
years; (2) the loan must be secured by real or personal property,
inventory or accounts receivable of the forest products business,
or by other collateral acceptable to the department; (3) the loan
must be originated with and serviced by the Alaska Commercial
Fishing and Agriculture Bank, or by a state or federally chartered
financial institution located in Alaska; and (4) the loan must be
made to the employees of the forest products business, to an
employee stock ownership trust, or to one or more corporations or
other business associations or entities in which the employees of
the business hold an interest that is equal to or greater titan the
interest held by the seller of the business.

The Department could guarantee up to 50 percent of a loan, but
could not guarantee less than $5 million or more than $30 million
per borrower, and could not guarantee the payment of' annual
interest on the guaranteed portion of a loan.

Upon default by a borrower, the amount of the maximum liability of
the fund for a loan guarantee is the percentage of the amount in
default specified by the Department in the guarantee agreement.

Allows the Department to grant additional guarantees to the same
borrower if 30 days have elapsed since the date the first guarantee
contract was signed.

Effective immediately. Identical to HB 627.

Introduced February 13 and referred to Labor 4 Commerce, Resources
and Finance.



H.R. 3282 .
Amendment"”to the Subcommittee Amednment in in the Nature
of a Substitute:

On page 80r add a new SECtion 4ss

Sac 45. Section 402 of the Federal Water Pollution
control Act is amended by adding at the end thereof
the following new subsection:

"(q). For a period not exceeding ten years from
the date of enactment, the Administrator shall
administer the terms of the following permits
according to the terms contained therein, but
in no event shall the Administrator require

"discharge standards to be les& than those in

effect on May 10, 1984:

J. AlasXa Lumber and Pulp Company,
located at Sitka, Alaska (NPDSS
permit No. AK000053-1) and

2. Louisiana-Pacific Corporation, located
at Ketchikan, Alaska (NPDES permit No.
AK 000092-2).



1
A CEEIGES wiveD LPK
Lane Powell Moss d Miller mni E-
A PARTNERHIP INJLLDING PROFESSIONAL CCRPORATIONS mi %
hs “ANBRIEAR 3800 RAINIER BANK TOWER
0 ' ' s CO SEATTLE, WASH INGTON 90101
| (@06) 223-7000
PS5, " ANKE CBLE>BVBE
IEL ALY THEPIR: 237107
R5.
£ BELLEWE GFFICE
JR,.RS. | Eﬂﬁ%ﬁl
SO s @2
B ; .
N HIAE i ANCHORAGE CFFICE
ba PR ARt LA FOUELL BARER & HIGKS
; BRI
. Q@) 228401

THEIPIR: " &BI5

. ] X f (B
B NS s ey March o, 1984

ESOT Study Committee
Ketchikan Pulp Company
P.O. Box 6600
Ketchikan, AK 99901

ATTN: Clyde Johnson

Gentlemen:

We enclose herewith the Study Group®s executed original of
the agreement in principle dated March 6, 1984? it should be
retained by the custodian of the Study Group®s records.

Very truly yours,

LANE POWELL MOSS & MILLER

D. Wayne %3ittinger

DWG:ssh
Enclosure

Cc:

Mr. Kit Keyes (Ww/encl.)
Mr. Martin Pihl (w/encl.)



March 6, 1984

Louisiana-Pacific Corporation
111 Southwest Fifth Avenue
Portland, Oregon 97204

Attention: Mr. Harry A. Merlo, President

Res Ketchikan Pulp Company
Kenail Lumber Company

Gentlemen:

This letter of intent is to confirm the basic terms and
conditions of an agreement in principle between the
KPC-Employees ESOT Study Committee, Inc., on behalf of an
Employee Stock Ownership Trust (the "ESOT") to be estab—
lished by Ketchikan Pulp Company ("KPC") and Louisiana-
Pacific Corporation ('LP™).

The agreement in principle is that LP will sell and the
ESOT will purchase Tfive-ninths (6/79) of the outstanding
capital stock of KPC (the "ESOT-KPC Stock™) on the follow—
ing terms and conditions:

1. Price. The price for the ESOT-KPC Stock shall be
$50-million.
2. Payment. The ESOT will pay for the ESOT-KPC
Stock as follows:
a. Cash at closing $40,000,000
b. Public Offering Note 5.000.000
C. Subordinated Note 5.000.000
3. Financing.
a. It is anticipated that the $40-million

payable at closing will be financed by the ESOT from the



Louisiana-Pacific Corporation

Attention: Mr. Harry A. Merlo, President
March 6, 1984
Page 2

proceeds of the senior debt (the "Senior Debt") consisting
of loans to the ESOT from commercial banks or other finan—
cial institutions. On or before May 1, 1984, the ESOT
shall have obtained from a commercial bank or banks or
other Tfinancial institutions, binding commitments to pro—
vide (i) the Senior Debt; (ii) a working capital line of
credit for KPC in the amount of $20-million, with amorti—
zation, 1interest rates and other terms acceptable to the
ESOT; and (iii) a standby credit in the amount of
&5*=million to assure timely payment of the Public Offering
Note.

b. The Senior Debt shall be secured by security
interests granted by the ESOT and KPC with respect to all
assets of KPC except its inventories and accounts receiv—
able. KPC"s working capital line of credit in effect from
time to time shall be secured solely by security interests
granted by KPC 1in its inventories and accounts receivable.

C. Subject to whatever restrictions exist in
connection with the Senior Debt, KPC shall have the right
from time to time to increase its working capital line of
credit.

4. The Public Offering Note. The Public Offering
Note shall not bear interest and shall be payable in full
on December 31, 1984. The Public Offering Note may be
prepaid without penalty at any time in whole or in part
and will be secured by security interests granted by the
ESOT and. KPC to LP with respect to all assets of KPC,
which security interests shall be subordinate to (a) the
security interests to be granted to holders of the Senior
Debt? (b) the security interests to be granted by KPC to
lenders under its working capital line of credit in inven—
tories and accounts receivable; (c) the security interests
to be granted to LP to secure the unpaid balance of the
Subordinated Note (the "LP Note"); and (d) the security
interest heretofore granted by KPC in connection with
Alaska Industrial Development Authority ('AIDA™) Pollution
Control Project as defined in a financing agreement dated
October 1, 1983 between AIDA and KPC.



Louisiana-Pacific Corporation

mAttention: Mr. Harry a . Merlo, President
March 6, 1984
Page 3
5. The LP Note.
a. For a period of 10 years thelLP Note will
bear interest at a rate per annum equal to the lesser of
the average prime rate of Bank of America National Trust

and Savings Association ("B of A"™)during the 90-day
period ending on the closing date plus 3 percent, or

15 percent. Except as provided in subparagraph c herein,
no principal or interest will be payable on the LP Note
during the first 10 years of its term. Onthe tenth
anniversary date of the LP Note, the principalamount of
the LP Note shall become an amount equal to $5 million
plus, the amount of deferred interest (nhot compounded)
theretofore accrued on the LP Note less the amount of any
prepayments thereon pursuant to subparagraph c herein.
The recomputed principal amount of the LP Note will bear
interest ata rate per annum equal to the lesser of

(i) the average prime rate of B of A during the 90-day
period ending on such anniversary date plus 1 1/2 percent;
or (ii) 14 percent, and shall be payable in 20 equal
semi-annual payments including iInterest. Such payments
shall be due and payable on the 31st day of December and
the 30th day of April in each year, commencing

December 31, 1994.

b. The prime rate of B of A shall be defined to
mean the rate of interest publicly announced from time to
time by B of A in San Francisco, California, as its prime
rate, with any change in such prime rate to take effect on
the day specified in t”e public announcement of such
change.

C. The LP Note may be prepaid without penalty
in whole or in part at any time. In addition, the ESOT
shall be obligated to prepay on the LP Note the amount, if
any, by which the proceeds from the public offering
described in paragraph 6 hereof exceed $5 million. Any
prepayment upon the LP Note shall be applied Tfirst to
accrued interest and then to principal and shall reduce
proportionately each of the semi-annual payments of prin—
cipal and interest payable on the LP Note subsequent to
the date of prepayment.
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Louisiana-Pacific Corporation

Attention: Mr. Harry A.

March 6, 1984
Page 4
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Louisiana-Pacific Corporation

Attention? Mr. Harry A. Merlo, President
March 6, 1984

Page 5

b. The ESOT and LP agree that on two occasions

(the first of which shall in no event occur earlier than
18 months following the closing date), LP may require KPC
to register all or a portion of the LP-KPC Stock at LP"s
sole cost and expense, to qualify LP"s KPC Stock for sale
in those jJurisdictions requested by LP at a time deter—
mined by LP. In addition, at LP"s sole cost and expense,
KPC will undertake to file one additional registration
statement for the balance of LP®s shares of KPC Stock as
shall not theretofore have been registered. The foregoing
notwithstanding, LP may not make such a request pursuant
to the foregoing for any number of shares which represents
less than 25 percent of the KPC shares then held by it.

8. Voting Agreement. The ESOT and LP will at
closing enter into a Voting Agreement, each commiting the
other, with respect to all shares of KPC Stock held by
each (unless either party®"s holdings directly or indi—
rectly represent less than 20 percent of the total out—
standing KPC Stock) to vote their shares to elect nine
directors, three of which will be nominated by LP and siXx
of which will be nominated by the ESOT which will include
the Chief Executive Officer of KPC, two salaried and three
hourly employees of KPC.

9. Standstill Agreement. The ESOT and LP will at
closing enter into an agreement to the effect that for a
period of 20 years, LP will not directly or indirectly
acquire or reacquire from any source additional shares of
KPC Stock nor will it seek, accept or exercise any voting
or proxy rights with respect to additional KPC Stock. The
foregoing notwithstanding, if (&) the ESOT defaults upon
the Senior Debt and if (b) holders of the Senior Debt
declare the Senior Debt due and payable or initiate fore—
closure pursuant to the terms of the Senior Debt undertak—
ings, and if (¢) such default is not cured or waived on
terms acceptable to KPC"s board of directors, then LP
shall have the right, but not the obligation, to assume
the Senior Debt (i) by surrender to the ESOT and cancella—
tion of the LP ITote; and (ii) by payment to the ESOT of a
sum equal to the amount of Senior Debt principal payments
theretofore made by the ESOT, less an amount (Reduction
Amount) calculated by multiplying such Senior Debt princi—
pal payments by the ratio obtained by dividing the number



Louisiana-Pacific Corporation

Attention: Mr. Harry A. Merlo, President
March 6, 1984
Page 6

of ESOT-KPC shares theretofore distributed to ESOT
participants by the original number of ESOT-KPC shares
less the number of such shares theretofore sold to the
public, and (iii) by offering to purchase from ESOT partx-
cipants ESOT-KPC shares theretofore distributed to and
held by them at a price per share calculated by dividing
the Reduction Amount by the number of ESOT-KPC shares
theretofore distributed to ESOT participants. In consid—
eration of such Senior Debt assumption the ESOT will
assign to LP all of the undistributed ESOT-KPC shares. It
such Senior Debt assumption shall occur as herein pro—
vided, then upon its occurrence, the Standstill Agreement
shall terminate.

10. Marketing. Between the date hereof and closing,
KPC and LP will discuss and negotiate in good faith to
determine the role (if any) and terms upon which LP should
or could play in the post-closing marketing of products
produced by KPC.

11. Preclosing Operating Plan. On or before
March 15, 1984, LP and KPC shall agree to a preclosing
operating plan. The operating plan will specify the
levels of receivables; 1log, chip, pulp and other inventor—
ies; accounts payable; intercompany accounts and other
current assets and liabilities.

12. Establishment of the ESOT. The Committee will
cause the ESOT to be formed on or before May 1, 1984. The
ESOT shall meet the requirements of the Internal Revenue
Code and the Employee Retirement Income Security Act.

13. Definitive Agreement.

a. On or before May 1, 1984, LP and the
will enter into a definitive agreement containing the
terms and conditions included in this letter of iIntent and
other covenants, warranties, representations, terms and
conditions to which the parties shall agree. Counsel for
LP shall prepare the initial draft of the definitive
agreement.

ESOT



Louisiana-Pacific Corporation

Attentions Mr. Harry A. Merlo, President
March 6, 1984

Page 7

b. The definitive agreement shall provide
the assignment by LP to KPC, all of the outstanding stock
of Kenail Lumber Company.

14. Opinion. On or before the closing date, the ESOT
shall have received an opinion from Salomon Brothers Inc
satisfactory to the ESOT regarding (@) Tfairness to the
ESOT, from a financial point of view, of the consideration
to be paid by the ESOT; and (b) the financial viability of
KPC as an independent company following consummation of
the transaction..

15. Disclosure Statement. On or before June 1, 1984,
(a) the Committee shall prepare a disclosure statement
describing the transaction and related matters; and
(b) the disclosure statement shall be distributed to the
KPC employees and any required vote by KPC employees with
respect to any part of the transaction or any related
matter shall be completed. The disclosure statement shall
be subject to approval by LP, which approval shall not be
unreasonably withheld.

16. Other Conditions.

a. Regulatory Approvals. Prior to closing, all
required governmental, regulatory and lender approvals
shall have been obtained.

b. Compensation Expenses. Effective not later
than the closing date, there shall have been implemented
reductions in annual wage and compensation expenses as may
be necessary iIn order to obtain a firm Senior Debt commit—
ment (which reduction is currently anticipated to be not
less than $6,700,000). Such reduction shall have been
accomplished and approved in compliance with applicable
collective bargaining laws and agreements.

17. Closing. The closing of the transaction
contemplated by this letter of intent shall take place 1in
Seattle, Washington on June 30, 1984, or on such other
date as shall be agreed upon by the parties (the "closing
date').

for



Louisiana-Pacific Corporation

Attention: Mr. Harry A. Merlo, President
March 6, 1984
Page 8

It. is understood that this letter reflects an agreement in
principle- only and, unless and until the transaction
contemplated hereby is evidenced by a definitive agreement
between LP and the ESOT which has been duly authorized by
the Committee, the trustees of the ESOT and the board of the
directors of LP, neither the Committee, the ESOT nor LP
shall have any legal obligations hereunder. The date by
which any action is to be accomplished pursuant to this
letter may be changed by agreement between the parties.

IT the foregoing accurately expresses the basic terms and
conditions of our agreement in principle, please so indicate
by signing and returning the enclosed copy of this letter.

Very truly yours

KPC - EMPLOYEES ESOT STUDY
COMMITTEE, INC.

The foregoing accurately reflects our agreement in
principle.

LOUISITANA-PACIFIC CORPORATION

Chairman and President *

John C. Hart
Vice President

DWG:ddr
T475A



Offered: 5/16/84
Referred: Rules A

Original sponsors: Kerttula and
Ziegler

IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 479 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to a forest products business loan
guarantee program; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 45 is amended by adding a new chapter to read:
CHAPTER 94. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM
Sec. 45.94.010. ESTABLISHMENT OF LOAN GUARANTEE FUND. The
forest products business loan guarantee fund is established in the
Department of Revenue.
Sec. 45.94.020. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM
The department may use money in the fund to guarantee a loan for the
purpose of financing the purchase of 35 percent or more of the stock
or assets of a forest products business by, on behalf of, or for the
benefit of the employees of that business, as provided in AS 45.94.-
050.
Sec. 45.94.030. POAMERS AND DUTIES OF THE DEPARTMENT. (a) The
commissioner may
(1) designate agents and delegate powers necessary to
implement this chapter;
(2) adopt regulations to implement this chapter;
(3) make and execute contracts and other jn&.ruments to
implement this chapter;
(4) acquire res' A& personal property by purchase, trans-

fer, or foreclosure when the acquisition is necessary to protect an

-1- CSSB 479 (Fin)
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interest in the fund.

(b) The. commissioner shall require that a loan guaranteed by the
fund be secured by adequate collateral, and that the net cash flow
from the forest products business provides adequate coverage for the
debt service on the loan. The applicant shall provide an economic and
financial feasibility analysis prepared by a firm acceptable to the
department.

Sec. 45.94.040. INVESTMENT OF THE FUND. Money in the fund that
is not being used for loan guarantees wunder this chapter shall be
invested as provided for the investment of state treasury surplus
under AS 37.10.070. Income from investment shall be transferred to
the general fund.

Sec. 45.94.050. CONDITIONS OF LOAN GUARANTEES. (a) The depart-
ment may guarantee a loan under this chapter if

(D) the term of the loan does not exceed 10 years;

(2) the loan is secured by the real or personal property,
inventory or accounts receivable of the forest products business, or
by other collateral acceptable to the department;

(3) the loan is originated with and serviced by a state or
federally chartered financial institution; and

(4) the loan is made to the employees of the forest pro-
ducts business, to an employee stock ownership trust, or to one or
more corporations or other business associations or entities in ' which
the controlling interest is held by state residents who are employees
of the forest products business.

(b) The department may provide a guarantee from the fund for up
to 50 percent of a loan, but may not guarantee less than $5,000,000 or
more than $30,000,000 per borrower. The department may not guarantee

the payment of annual interest on the guaranteed portion of a loan.

CSSB 479 (Fin) -2-



(c) After a default by a borrower, the maximum lia bility of the
fund for a loan guarantee under this chapter is equal to theamount
then in default multiplied by a percentage equal to the guaranteed

percentage of the loan. Payments received toward satisfaction of a
default shall be allocated between the lender and the fund according
to the guaranteed percentage of the loan until the principal balance
has been repaid.
Sec. 45.94.060. DEFINITIONS. |In this chapter

(1) "commissioner" means the commissioner of revenue;

(2) "department" means the Department of Revenue;

(3) "forest products business" means a sole proprietorship,
partnership, corporation or other business organization formed for the
purpose of harvesting or processing timber or other forest resources;

(4) "fund" means the forest products business loan guaran-

tee fund.

Sec. 2. This Act takes effect immediately in accordance with AS 01.-
17 10.070(c).

-3- CSSB 479 (Fin)
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Offered: 5/16/84
Referred: Rules

Original sponsors: Kerttula and
Ziegler

IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 479 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to a forest products business loan
guarantee program; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 45 is amended by adding a new chapter to read:
CHAPTER 94. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM.

Sec. 45.94.010. ESTABLISHMENT OF LOAN GUARANTEE FUND. The
forest products business loan guarantee fund is established in the
Department of Revenue.

Sec. 45.94.020. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM.
The department may use money in the fund to guarantee a loan for the
purpose of financing the purchase of 35 percent or more of the stock
or assets of a forest products business by, on behalf of, or for the
benefit of the employees of that business, as provided in AS 45.94.-
050.

Sec. 45.94.030. POWERS AND DUTIES OF THE DEPARTMENT. (a) The
commissioner may

(1) designate agents and delegate powers necessary to
implement this chapter;

(2) adopt regulations to implement this chapter;

(3) make and execute contracts and other instruments to
implement this chapter;

(4) acquire real or personal property by purchase, trans-

fer, or foreclosure when the acquisition is necessary to protect an

-1- CSSB 479 (Fin)



interest in the fund.

(b) The.commissioner shall require that a loan guaranteed by the
fund be secured by adequate collateral, and that the net cash flow
from the forest products business provides adequate coverage for the
debt service on the loan. The applicant shall provide an economic and
financial feasibility analysis prepared by a firm acceptable to the
department.

Sec. 45.94.040. INVESTMENT OF THE FUND. Money in the fund that
is not being used for loan guarantees under this chapter shall be
invested as provided for the investment of state treasury surplus
under AS 37,10.070. Income from investment shall be transferred to
the general fund.

Sec. 45.94.050. CONDITIONS OF LOAN GUARANTEES. (a) The depart-
ment may guarantee a loan under this chapter if

(D the term of the loan does not exceedl0 years;

(2) the loan is secured by the real or personal property,
inventory or accounts receivable of the forest products business, or
by other collateral acceptable to the department;

(3) the loan is originated with and serviced by a state or
federally chartered financial institution; and

4 the loan is made to the employees ofthe forestpro-
ducts business, to an employee stock ownership trust, or to one or
more corporations or other business associations or entities in which
the controlling interest is held by state residents who are employees
of the forest products business.

(b) Thedepartment may provide a guarantee from the fund for up
to 50 percent of a loan, but maynot guarantee less than $5,000,0000r
more than $30,000,000 per borrower. The department may not guarantee

the payment of annual interest on the guaranteed portion of a loan.
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(c) After a default by a borrower, the maximum lia bility of the
fund for a loan guarantee under this chapter is equal to the amount
then in default multiplied by a percentage equal to the guaranteed
percentage of the loan. Payments received toward satisfaction of a
default shall be allocated between the lender and the fund according
to the guaranteed percentage of the loan until the principal balance
has been repaid.

Sec. 45.94.060. DEFINITIONS. In this chapter

(1) "commissioner" means the commissioner of revenue;

(2) "department” means the Department of Revenue;

(3) "forest products business" means a sole proprietorship,
partnership, corporation or other business organization formed for the
purpose of harvesting or processing timber or other forest resources;

(4) "fund" means the forest products business loan guaran-
tee fund.

Sec. 2. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

-3- CSSB 479 (Fin)



Offered: 3/22/84
Referred: Finance

Original sponsors: Kerttula and
Ziegler

IN THE SENATE BY THE RESOURCES COMMITTEE
CS FOR SENATE BILL NO. 479 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to a forest products business loan
guarantee program; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 45 is amended by adding a new chapterto read:
CHAPTER 94. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM
Sec. 45.94.010. ESTABLISHMENT OF LOAN GUARANTEE FUND. The
forest products business loan guarantee fund is established in the
Department of Revenue.
Sec. 45.94.020. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM
The department may use money in the fund to guarantee a loan for the
purpose of financing the purchase of 35 percent or more of the stock
or assets of a forest products business by, on behalf of, or for the
benefit of the employees of that business, as provided in AS 45.94.-
050.
Sec.45.94.030. POMERS AND DUTIES OF THE DEPARTMENT. (a) The
commissioner may
(1) designate agents and delegate powers necessary to
implement this chapter;
(2) adopt regulations to implement this chapter;
(3) make and execute contracts and other instruments to
implement this chapter;
(4) acquire real or personal property by purchase, trans-

fer, or foreclosure when the acquisition is necessary to protect an

-1- CSSB 479 (Res)



interest in the fund.

(b) The commissioner shallrequire that a loan guaranteed by the
fund be secured by adequate collateral, and that the net cash flow
from the forest products business provides adequate coverage for the
debt service on the loan. The applicant shall provide an economic and
financial feasibility analysis prepared by a firm acceptable to the
department.

Sec. 45.94.040. INVESTMENT OF THE FUND. Money in the fund that
is not being used for loan guarantees under this chapter shall be
invested as provided for the investment of state treasury surplus
under AS 37.10.070. Income from investment shall be transferred to
the general fund.

Sec. 45.94.050. CONDITIONS OF LOAN GUARANTEES. (a) The depart-
ment may guarantee a loan under this chapter if

(1) the term of the loan does not exceed 10 years;

(2) the loan is secured by the real or personal property,
inventory or accounts receivable of the forest products business, or
by other collateral acceptable to the department;

(3) the loan is originated with and serviced by a state or
federally chartered financial institution; and

(4) the loan is made to the employees of the forest pro-
ducts business, to an employee stock ownership trust, or to one or
more corporations or other business associations or entities in which
the controlling interest is held by state residents who are employees
of the forestproducts business.

(b) The department may provide a guarantee from the fund for up
to 50 percentof a loan, but may notguarantee less than $5,000,000 or
more than $30,000,000 per borrower. The department may not guarantee

the payment of annual interest on the guaranteed portion of a loan.
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(c) After a default by a borrower, the amount of the maximum
liability of the fund for a loan guarantee under this chapter is the
percentage of the amount in default specified by the department in the
guarantee agreement, multiplied by the amount then in default. Pay-
ments received toward satisfaction of a default shall be allocated
between the lender and the fund accord ‘ng to the percentage specified
by the department in the guarantee agreement until the principal
balance has been repaid.

Sec. 45.94.060. DEFINITIONS. In this chancer

(1) "commissioner" means the commissioner of revenue;

(2) *"department" means the Department of Revenue;

(3) "forest products business” means a sole proprietorship,
partnership, corporation or other business organization formed for the
purpose of harvesting or processing timber or other forest resources;

(4) "fund" means the forest products business loan guaran-
tee fund.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

-3- CSSB 479 (Res)
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Introduced: 2/13/84

Referred: Labor and Commerce
Resources and
Finance
IN THE SENATE BY KERTTULA AND ZIEGLER

SENATE BILL NO. 479
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to a forest products business Iloan
guarantee program; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 45 is amended by adding a new chapter to read:
CHAPTER 94. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM
Sec.45.94.010. ESTABLISHMENT OF LOAN GUARANTEE FUND. The
forest product business loan guarantee fund is established in the
Department of Revenue.
Sec.'i5.94.020. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM
The department may use money in the fund to guarantee a loan for the
purpose of financing the purchase of 35 percent or more of the stock
or assets of a forest products business by, on behalf of, or for the
benefit of the employees of that business, as provided in AS 45.94.-
050.
Sec. 45.94.030. POAMERS AND DUTIES OF THE DEPARTMENT. (a) The
commissioner may
(1) designate agents and delegate powers necessary to
implement this chapter;
(2) adopt regulations to implement this chapter;
(3) make and execute contracts and other instruments to
implement this chapter;
(4) acquire real or personal property by purchase, trans-

fer, or foreclosure when the acquisition is necessary to protect an

-1- SB 479
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interest in the fund.

(b) The commissioner shall require that a loan guaranteed by the
fund be secured by adequate collateral.

Sec. 45.94.040. INVESTMENT OF THE FUND. Money in the fund that
is not being used for loan guarantees under this chapter shall be
invested as provided for the investment of state treasury surplus
under AS 37.10.070. Income from investment shall be transferred to
the general fund.

Sec. 45.94.050. CONDITIONS OF LOAN GUARANTEES. (a) The depart-
ment may guarantee a loan under this chapter if

(1) the term of the loan does not exceed 10 years;

(2) the loan is secured by the real or personal property,
inventory or accounts receilable of the forest products business, or
by other collateral acceptable to the department;

(3) the loan is originated with and serviced by the Alaska
Commercial Fishing and Agriculture Bank, or by a state or federally
chartered financial institution located in the state; and

(4) the loan is made to the employees of the forest pro-
ducts business, to an employee stock ownership trust, or to one or
more corporations or other business associations or entities in which
the employees of the forest products business hold an interest that is
equal to or greater than the interes* held by the seller of the forest
products business.

(b) The department may provide a guarantee from the fund for up
to 50 percent of a loan, but may not guarantee less than $5,000,000 or
more than $30,000,000 per borrower. The department may not guarantee
the payment of annual interest on the guaranteed portion of a loan.

(c) Upon default by a borrower, the amount of the maximum liabi-

lity of the fund for a loan guarantee wunder this chapter is the

SB 479 -2-
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percentage of the amount in default specified by the department in the
guarantee agreement.

Sec. 45.94.055. ADDITIONAL GUARANTEES. Not less than 30 days
after the department enters into a contract to guarantee a loan to a
borrower under this chapter, the department may enter into a contract
to guarantee another loan to that borrower under this chapter.

Sec. 45.94.060. DEFINITIONS. In this chapter

(1) "commissioner" means the commissioner of revenue;

(2) "department"” means the Department of Revenue;

(3) "forest products business" means a sole proprietorship,
partnership, corporation or other business organization formed for the
purpose of harvesting or processing timber or other forest resources;

(4) "fund" means the forest products business loan guaran-
tee fund.

* Sec. 2S This Act takes effect immediately in accordance with AS 01.-

10.070(c).

_3- SB 479
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Introduced: 2/13/84

Referred: Labor and Commerce
Resources and
Finance
IN THE SENATE BY KERTTULA AND ZIEGLER

SENATE BILL NO. 479
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to a forest products business loan
guarantee program; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 45 is amended by adding a new chapter to read:
CHAPTER 94. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM.
Sec.45.94.010. ESTABLISHMENT OF LOAN GUARANTEE FUND. The
forest product business loan guarantee fund is established in the
Department of Revenue.
Sec.45.94.020. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM.
The department may use money in the fund to guarantee a loan for the
purpose of financing the purchase of 35 percent or more of the stock
or assets of a forest products business by, on behalf of, or for the
benefit of the employees of that business, as provided in AS 45.94.-
050.
Sec.45.94.030. POWERS AND DUTIES OF THE DEPARTMENT. (a) The
commissioner may
(1) designate agents and delegate powers necessary to
implement this chapter;
(2) adopt regulations to implement this chapter;
(3) make and execute contracts and other instr>ments to
implement this chapter;
(4) acquire real or personal property by purchase, trans-

fer, or foreclosure when the acquisition is necessary to protect an

1- SB 479



interest in the fund.

(b) The commissioner shall require that a loan guaranteed by the
fund be secured by adequate collateral.

Sec. 45.94.040. INVESTMENT OF THE FUND. Money in the fund that
is not being used for loan guarantees under this chapter shall be
invested as provided for the investment of state treasury surplus
under AS 37.10.070. Income from investment shall be transferred to
the general fund.

Sec. 45.94.050. CONDITIONS OF LOAN GUARANTEES. (a) The depart-

ment may guarantee a loan under this chapter if

(1) the term of the loan does not exceed 10 years;
(2) the loan is secured by the real or personal ©property,
inventory or accounts receivable of the forest products business, or

by other collateral acceptable to the department;

(3) the loan is originated with and serviced by the Alaska
Commercial Fishing and Agriculture Bank, or by a state or federally
chartered financial institution located in the state; and

(4) the loan is made to the employees of the forest pro-
ducts business, to an employee stock ownership trust, or to one or
more corporations or other business associations or entities in which
the employees of the forest products business hold an interest that is
equal to or greater than the interest held by the seller of the forest
products business.

(b) The department may provide a guarantee from the fund for up
to 50 percent of a loan, but may not guarantee less than $5,000,000 or
more than $30,000,000 per borrower. The department may not guarantee
the payment of annual interest on the guaranteed portion of a loan.

(c) Upon default by a borrower, the amount of the maximum liabi-

lity of the fund for a loan guarantee wunder this chapter is the

SB 479 -2-
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percentage of the amount in default specified by the department in the
guarantee agreement.

Sec. 45.94.055. ADDITIONAL GUARANTEES. Not less than 30 days
after the department enters into a contract to guarantee a loan to a
borrower under this chapter, the department may enter into a contract
to guarantee another loan to that borrower under this chapter.

Sec. 45.94.060. DEFINITIONS. In this chapter

(1) "commissioner”™ means the commissioner of revenue;
(2) "department” means the Department of Revenue;
(3) "forest products business™ means a sole proprietorship,

partnership, corporation or other business organization formed for the
purpose of harvesting or processing timber or other forest resources;
(4) "fund™ means the forest products business loan guaran-
tee fund.
* Sec. 2. This Act takes effect immediately in accordance with AS O01.-

16 10.070(c).

-3- SB 479



March 1, 1984

INTRODUCTION OF SB 479

Senators Kerttula and Ziegler have introduced this legislation,
SB 479, as a means to assist the employees of the Alaska Division of the
Louisiana-Pacific Corporation to acquire ownership of that Company®s forest

product business which is headquartered out of Ketchikan.

Senate Bill 479 will assist and make more secure the financing of an
employee effort to pruchase “a controlling interest in the Ketchikan based
forest products operation of Louisiana-Pacific Corporation. The employees
have formed an ESOT (Employee Stock Ownership Trust) and study committee
which represents all 800 direct employees of the division. In addition,
600 employees are employed by contractors for Ketchikan Pulp. If this
employee purchase effort is not successful, LP has stated the operations
will be shut down. Such an event will naturally result in massive

unemployment and economic disruption.

The Borough and City of Ketchikan are vitally concerned about this

problem, and fully support this employee effort.

The employees have completed five months of study and negotiations
with LP, assisted by legal counsel and Salomon Brothers as Tfinancial
advisors. The employees have committed to contribute a &i.“ reduction in

pay and benefits as part of this purchase effort. They are confident that



Introduction of SB 479

Page 2 March 1, 1984

this new Alaskan-owned forest products company will be a success as a
consequence of their personal contributions combined with with new material
cost reductions resulting from the combined efforts of the Alaska Loggers
Association and the U.S. Forest Service, and an improved outlook for

resolution of the EPA variance request.

It is vitally important to the economy of the state that established
industries continue to operate. This bill will not only serve to assist in
the maintenance of the economic viability of a company, but it will serve
to assist Alaskans in their efforts to acquire ownership of that company.
Should the bill not be enacted into law and the shutdown of
Louisiana-Pacific takes piace, the state could suffer considerable costs
in the form of lost tax revenues, lost payroll and extensive unemployment
benefit payments.

n

It is certainly appropriate for the State of Alaska to assist its
residents in maintaining the viability of a major industry. It is also
most significant that the assistance is in the form of a guarantee for a
commitment that Alaskans are making to invest their own money and futures

in that industry and the state.
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FO3 IMVEE! ATE RELEASE

LOUISIANA-PACIFIC REACHES AC3SEMEST
0& SALE or ALASKA OPERATIONS TO EMPLOYEES

iz&tchikafti Alaska, March 7} - Louisiana-
Pacific Corp. announced today that it has reached as
agreement 1in principle Co sell approximately 56 percent
of its- ownership interests In its Alaska facilities
to an Employee Stock Ownership Trust (ESOT) to be estab—
lished by the employees at those operations. 3fie agreement
was reached with the Ketchikan Palp Company Employees
ESOT Study”™ Committee, an employee committee established
to review isrsd negottat/r the sale. It is subject to
;» auaber trf conditions including, the ESOT obtaining
necessary firtairelng;, execution of a definitive agreement
and any rejoiced approvals by the affected employees
as well n» by Louisiano-Pacific-*s board of directors.

The agreement set3 a sales price of $50 million

to be paid with a combination of cash and notes. 1-7?
will net realise a significant gain or loss on the

(more)



transaction. Coapletion of she sale is expected by
Cciil-1934.

L-P = Alaskan operations, consist prinarily
oi a ?«ip aill in Ketchikan vith an annual capacity
of 150*000 tons which manufactures specialty sulfite
pulp ior vorid markets and three sawmills which produce
high ~-onlity spruce and hemlock cants. Tha sills are
supported, by » long-ters timber agreement vith
the vi* S.. Forest Servicie,

*We believe that the long-tern prospects
for these facilities will be brighter vith employee
.participation in ownership** according to Harry A* MerloT
L-? chairman and president.

Louisiana-Pacific is a tsajor forest produces
firm vith aore than 100 plants and mills throughout
the United St-aies,

- 0 -

E&ITQSS PLEASE HO7E.. Re-lezssed. vi.a Business Wire

March 7* 198$%$
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POTENTIAL UNEMPLOYMENT PAYMENTS TO DIRECT/INDIRECT & SERVICE RELATED EMPLOYEES IN

THE EVENT OF A LOUISIANA PACIFIC AND ALASKA LUMBER & PULP CLOSURE

UNEMPLOYMENT AVERAGE PAYMENT EXHAUST BENEFITS
CLAIMENTS & DURATION 39 WEEKS 52 WEEKS
3.000 $6,245,580 $14,952,600 $19,936,800
6.000 $12,491,160 $29,905,200 $39,873,600
10,000 $20,818,600 $49, 842,000 $66,456,000

ADMINISTRATIVE COSTS OF MAKING PAYMENTS

CLAIMENTS AVERAGE PAYMENT & DURATION
3.000 " $189,296
6.000 $356,596
10,000 $659,711

* AVG. PAYMENT & DURATION

$127.80 per week for 16

39 WEEKS
$384,296
$769,452

$1,281,289

.29 weeks

LOUISTANA PACIFIC EMPLOYMENT INFORMATION

PAYROLL
DIRECT EMPLOYMENT 800 $22.6 million

SECONDARY EMPLOYMENT 600

TOTAL EMPLOYMENT 1400

-WAGES
& BENEFITS

$28 - 30 million

52 WEEKS
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LEGISLATIVE AFFAIRS AGENCY

M F..M 0 R AN D U NI February 27, 1984
SUBJECT: Sectional analysis of

SB 479
TO: Senator Jalmar Kerttula

FROM: /gin Linn H. Asper
tIx* Legislative Council

You have asked for a sectional analysis of SB 479, relating
to a forest products business loan guarantee progranm.

*Section 1 establishes the forest products business loan
guarantee program and sets conditions for the loan guaran—
tees .

Sec. 45.94.010 establishes the forest products business loan
guarantee fund in the Department of Revenue

Sec. 45.94.020 allows the Department of R.evenue touse fund

money to guarantee a loan for the purchase of 35 percent or

more of the stock or assets of a forest products business by
the employees of that business.

Sec. 45.94.030 grants the department the powers necessary to
administer loan guarantees wunder the forest products busi —
ness loan guarantee program, and requires that a loan guar —
anteed must be secured by adequate collateral.

Sec. 45.94.040 directs the department to invest moneyfrom
the loan guarantee fund that is not being used to guarantee
loans in investments allowed under AS 37.10.070.

Sec. 45.94.050 establishes conditions on a loan guarantee,
including maximum and minimum amounts that may be guaran—
teed, terms of loans guaranteed, security for guaranteed
loans, state financial 1institution participation 1in the

uaranteed loan., and other terms applicable to guaranteed
oans.



Senator Kerttula
Page 2
February 27, 1984

department to guarantee additional

*<u5 allows the
terms of ?he chapter.

loans for a borrower under the

chapter."94"060 provides definitions of terms used in the

Section 2 of the Act provides an immediate effective date.

LHA:csh
c2/137



greatest employer.

_< I*_*:Hc
si: By GREGG POPPEN
Daily News Staff Writer

Members of the Employee Stock
Ownership  Trust (ESOT) study
committee Tuesday approved a $50
million employee buy ‘'out of
Louisiana-Pacific Ketchikan Division
(LPK) after months of bargaining
with the parent corporation. ESOT
would hold 56 percent of the division’s
stock, with Louisiana-Pacific (L-P)
keeping the rest.

About 11 percent of the refinanced
stock is expected to be offered to the
public by ESOT.

ESOT leader and LPK comptroller
Martin Pihl said today the study

P ok

is considerea Ketchikan’s

= \r zFK

‘committee’s 28 members — salaried
management employees and union
wage employees — had given the
purchase proposal close consideration
since drafting over the weekend a
letter of intent to participate with L-P
in the $90 million deal. “I think we all
feel pretty good about it. There was
not unanimous approval, but very
near,” he said.

Pihl said ESOT’s purchase of
division stock is conditional on
finding $50 million in financing and
gaining employee approval of the
plan. It must also be approved by the
Louisiana Pacific board of directors.

The sale is expected to be com-
pleted by mid-1984, according to a
press release issued today by
I/Quisiana-Pacific.

L-P proposed the employee buy out
last fall and first offered the division
to employees for about $150 million,
LPK facilities include the Ward Cove
pulp mill, the Ketchikan Spruce Mill
on the downtown waterfront and the
Kenai Lumber Co. of Seward. Other
facilities are logging camps, sorting
yards and Annette
sawmill in Metlakatla. Nearly a
thousand workers are on the LPK
payroll at full production. The pulp

Te v . C e\ v T

Financing search

ESOT executives will finish pre-
paring financial documents in the
next several weeks with the help of
Salomon Brothers, the New eYork
financial consultants who were hired
by ESOT. Pihl said ESOT committee
members have a list of six major
banks in Alaska and the Lower 48
which will hear ESOT’ pitch for
financing. .

Bankers are sure to look closely at
what Pihl called ESOT’s “viability
plan" —a package of operating plans

and management strategies for the ers will meet once again with
prospective employee-run corpora- regional forester John Sandor in
tion. The plan includes wage and Juneau.

benefits reductions for employees and . . -
savings in operating exppe%/ditures, Another impending concer is the
articularly at the pulp mill. ESOT tentative  denial by the U.sS.
b Y pu'p ' Environmental Protection Agency

leaders said in recent weeks about
$10 million in annual
savings would be needed
division break even.

operations
make the

Employees are hoping the U.S.
Forest Service regional forester will
grant timber industry cost relief
requests that could reduce the price
of building roads and harvesting
timber. This weekend, industry' lead-

(EPA) ‘’regional administrator of
LPK’s request for a variance from
new wastewater treatment standards.
A final ruling by regional ad-
ministrator Ernesta Barnes will come
in late May, she said last week during
a Ketchikan visit.

LPK estimates the cost of comply-
ing with the EPA treatment regula-
tions at more than $10 million.

Hemlock, a :
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Forest

Products Loan
Program

SENATE BILL NO. 479. by Senators Kerttula and Ziegler.

Establishes a Forest Product Business Loan Guarantee Program in
the Dept, of Revenue. Mo ey in the loan fund could be used

to guarantee a loan for the purpose of financing the purchase of 35
percent or more of the stock or assets of a forest products
business by, on behalf of, or for the benefits of the employees of
that business. The Commissioner must require that a loan
guaranteed by the fund be secured by adequate collateral.

Honey m the fund that is not being used for loan guarantees must
be invested under laws-governing investment of the Permanent Fund

(AS 37.10.070). Income from the investment would be transferred to
the General Fund.

The following conditions must be met before the Dept, of Revenue
could guarantee a loan: (1) the term of the loan cannot exceed 10
years; (2) the loan must be secured by real or personal property,
inventory or accounts receivable of the forest products business,
or by other collateral acceptable to the department; (3) the loan
must be originated with and serviced by the Alaska Commercial
Fishing and Agriculture Bank, or by a state or federally chartered
financial institution located in Alaska; and (4) the loan must be
made to the employees of the forest products business, to an
employee stock ownership trust, or to one or more corporations or
other business associations or entities in which the employees of
the business hold an interest that is equal to or greater than the
interest held by the seller of the business.

The Department could guarantee up to 50 percent of a loan, but
could not guarantee less than $5 million or more than $30 million
per borrower, and cou?.d not guarantee the payment of annual
interest on the guaranteed portion of a loan.

Upon default by a borrower, the amount of the maximum liability of
the fund for a loan guarantee is the percentage of the amount in
default specified by the Department in the guarantee agreement.

Allows the Department to grant additional guarantees to the same
borrower if 30 days have elapsed since the date the first guarantee
contract was signed.

Effective immediately. Identical to HB 627.

Introduced February 13 and referred to Labor & Commerce, Resources
and Finance.
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3282
AmendmCrtt"t0 the Subcommittee Amednment 1in 1in the Nature
a Substitute;
Pag* 80, add a new section 45
sac 45. Section 402 of the Federal Water Pollution
Control Act is amended by adding at the end thereof
the following new subsection;
(o). For a period not exceeding ten years from
the date of enactment, the Administrator shall
administer the terms of the following permits
according to the terms contained therein, but
in no event shall the Administrator require
discharge standards to be less than those in
effect on May 10, 1984s
1. Alaska Lumber and Pulp Company#
located at Sitk a, Alaska (NPDES
permit No. AKO0O00Q53-1) and
2, Louisiana-Pacific Corporation, located
at Ketchikan, Alaska (NPDB8 permit No.
AK 000092-2),
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OUR GREAT LAND

The foreste d moun-

for the dissolving pulp and
lumber produced by Ketch-
ikan Pulp Company.

A long-term limber sale,
previously bid at public
auction, pro. ides eight and
one quarter billion board
feet of timber ori approx-

fifty year period

This timber is located
on the northern half of

ince of Wales Island and a

portion of Revillagigedo
Island. Western hemlock,
Sitka spruce interspersed
with western red cedar
and Alaska yellow cedar
grow in dense wind and
rainswept forests .

A pulp mill and sawmill

Cove, seven and one half

miles north of Ketchi-

kan. Affiliated sawmills are
Ketchikan, Metlakat-

la. and Klawock. Logging

Petersburg
L Wrangell
& m
Thorne Bay
Ketchikan

< Metlakatla

0 Ketchikan Pulp Company Logging Operations.

CHALLENGES
AND OPPORTUNITIES.
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OUR PEOPLE
OUR COMMUNITY

el T e G 0 re

Cour eqple who have made. Alaska their hom
rﬁ ave created a social environment 0
whrch they can be proud.

Ketchikan is the third largest city in the State of
Alaska with main industries being timber, fishing and tourism

Ketchrka]n IS home t
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