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Amendments for HCS CSSB 161 (C&RA)

Section 30.13.020(c) The three members appointed by the governor
shall be the commissioner of Transportation and Public Facilities
and the heads of two other principal departments of the executive
branch (and shall serve at the pleasure of the governor), or the

designees of the three members.

Section 30.13.040(9) charge ar.u collect only those rents, rates,
fees, or other charges (for its services and facilities) which are
necessary co pay for the costs, including principal and interest, of
bonds issued to finance the facility and to pay for costs necessary

to maintain and to operate the facility;

(add to)
Section 30.13.050 An authority may not use rents, rates, fees or other
charges collected through operation of the facility to finance the

improvement, establishment and development of other, unrelated facilities.
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Who is behind this legislation?

Cominco-Alaska, Inc. and NANA Corporation are partners in developing
the Red Dog Mine near Kotzebue and requested this legislation. The Red Dog
deposit is generally considered the richest lead and zinc find in the free
world.

Cominco-Alaska 3 parent company, Cominco Limited of Vancouver B.C.
is one of the world 3 largest lead and zinc producers. Cominco has vast
experience in mining in the Arctic regions of Canada as well as in Greenland.

The Red Dog mine when operating will employ some 400 people directly.
The mine will operate 24 hours a day, seven days a week for 50+ years. Current
schedules call for completion of construction of both the mine facility and
transportation systems by lav.e 1986.

«0Other mining companies such as General Crude Oil Minerals and Kennecott

have supported me legislation.

Why was the legislation proposed?
Given current law affecting the unorganized borough the proposed regional
authority legislation was seen as the best way to achieve:
— tax exempt revenue bond financing (through lower interest rales and
longer terms)
— Public ownership of a transportation system and port with equal
access to any users (such as other mining projects which might come
on line). * t
— Local input to decision making by the developer.

Why doesn @ the NANA region simply form a borough?

The NANA corporation board of directors has set forming a borough govern—
ment in their area as a priority. During the summer and fall of 1983 the
process of beginning the process by formal discussions throughout the region
will begin.

To keep the Red Dog project on schedule, the people in the region feel
they cannot have the borough government in place soon enough.

HB 377 1s seen as an interim neasure to keep the project on schedule until

a borough is formed.



The Red Dog mine orice operating will bring the regions valuation to a

point where a sufficient tax base will exist for borough formation.

What State controls and oversight are contained in HB 3777

[

Authority Formation has to be approved by the Governor.
2. Three of the eight members of the Authority Board of Governors will

be selected by the Governor from his cabinet.

w

Any bond sale must have advance approval of the State Bond Committee

(the Commissioners of Commerce, Revenue, and Administration).

A. Financial records of the Authority are subject to audit by the Legisla—
tive Auditor; records must be established and maintained in a manner

approved by the Legislative Auditor.



24 March 1983

REGIONAL RESOURCE DEVELOPMENT AUTHORITIES:
ISSUES AND PROBLEMS

INTRODUCTION

Senate B ill 151 allows the creation of 21 Regional Resource
Development Authorities in Alaska, with full powers to issue
revenue bonds for mining roads and ports. This bill would
immediately benefit the development of the proposed Red Dog
mine in northwest Alaska. But the larger issue is whether
the state needs to create a new form of government in the
unorganized borough which can issue unlimited amounts, of tax
exempt revenue bonds.

TAX EXEMPT BONDS

Bonds are usually tax exempt when they are issued by a state or
local government (or an agent of a state or local government)
and are used for a public purpose. Because the interest on
these bonds is exempt from federal taxes, they are popular

with investors, and her.ce have lower interest rates. General
Obligation Bonds require approval by the voters and are usually
paid off by taxes or any other state revenues. Revenue bonds
should pay for themselves, out of the revenues from the project
that was financed by the bonds, in this case a "toll" on mining
developments and roads. Since these bonds are supposed to be
paid off through user fees, they do not require ve”er approval
85% of Alaska's $8.5 billion debt was incurred by revenue
bonds—in other words, without voter approval,

After RRDA's are established by local elections, they can

issue tax exempt revenue bonds for roads and harbor development.
The issuing of these bonds Joes not require either st te approval
or voter approval, according to the current committee hill

Because the interest rates on these bonds would be lower than

the rates for bonds issued by private corporations, they could
encourage mining development that might not otherwise he possible.
The effect is marginal, as the current difference in interest
rates is about 3%, but the mining companies insist that this
advantage is essential for profitability.
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PAYING OFF REVENUE BONDS

The tolls form the roads and port facilities normally would
pay the interest and principle due on the bonds. [If the
mining company fails to pay the tolls and charges required

to pay for the road, the authority will be able to take legal
action against the mining company. If, however, there is a
deep" slump in mineral prices, the mining company may ?o
bankrupt, and the authorltK will have no way to an off the
bonds—except by going back, to the state of Alaska and asking
for more money.

Under SB 153, the state of Alaska has no |

help authoriities in trouble. As a practi

the state must come to the rescue, or suff e consequences
of having the reputation of Alaska's bonds all being suspect.
This is a problem common to all state authorities. An article
in the Sunday, March 20, edition of the Anchorage Time?
"'Separate’ Agencies Rely on State Backup" investigated

this problem. Harold Kuplesky, of the Bankers Trust Company
authorized a $50 million line of credit to the Alaska Power
Authority. The Times reported:

w obligation to
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cal matter, however,
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Harold Kuplesky isn't worried. Why? "As a backup
we have the state of Alaska standing behind' the
project.” And if Tyee isn't finished and the state
refuses to pay off the loan? “The market looks very
dimly on peoFJe who do not honor their obligations,”
Kuplesky replied.

Kuplesky then illustrated *>is point. "A good example
Is the New York Urban Development Authority," he said.
"They defaulted, and vie shut off the credit to the
state of New York."

"Whatharpened? "The Legislature came up with the money,
and fairly quickly, too.'

THE BABY ELEPHANT PHENOMENON

A report to the Legislative Budget and Audit Committee,
"Alaska s Public Corporations," by the Institute of Public
Administration (Jan. 1982) described this situation in more
vivid terms on page 48:

Histor% has shown very clearly that unless state govern-
ments become involved in any bail out arrangements for
their coyPorate subsidiaries, state credit will be
damaged it not cut off by bond market participants.
Market analysts call this the 'baby elephant phenonmenon
The elephant (the indebted corporation in trouble)
stumbles up on the state's front porch and says, "feed
me or "Il fall down dead on your doorstep.'



OTHER STATE SUBSIDIES

In Senate Bill 151, elections for Regional Resource Development
Author- .lies will be paid for by the state. The operating
expenses for the authorities are not specifically provided

for. The door is left open for gifts, grants, loans,

and payments for contracts from the state, as well as frwm
individuals, private organizations, municipal governments and
the federal government,

LOCAL CONTROL

One of the attractive points of SB 151 is that it provides for
a measure of local control of road and port development, .
The RRDA's will be governed by a board of eight members. Five
are elected by voters in the region (a region has the same

t
. . . i
boundaries as one of the regional education
and three are appointed by the governor. T
likened to a single purpose |
to build roads and ports, but
use planning, zoning, permitt
approved by the Board, but ar
the region.

al attendance areas)
he authority has been
ocal government. It is establirkcd
it does not have powers of land
ing, or taxation. The bond issues are
e not voted on by th®. members of
Adevelogment authority may be succeeded by a first or second
class orough. If an authority fails and goes bankrupt,

the subsequent formation of a boro.u%h may be complicated or
prevented by the legal and financial wreckage of the authority.

ALTERNATIVES TO REGIONAL RESOURCE DEVELOPMENT AUTHORITIES

There are several alternatives to RRDA's which provide tax
exempt bonding and local control, without risking the state's
credit rating.

1. One alternative is to form a new borough in the area(s)
that wants to deveIoF) roads and ports. The revenue bonds
would be issued by the borough or an intramentality of
the borough, as was done in Valdez. Because the borough
has powers of planning, zoning, and permitting, greater
local control is possible than with RRDA's.

2. Another alternative is to modify the Alaska Industrial
Development Authority statutes so that they can fund larger
projects, and fund roads projects. (Ports are already
included.) Local control language is already in place for
local governments; it could be extended to include rural
areas.

3. Finally, tax free revenue bonds could be issued by the
Department of Transportation. This technique is already

used for airport construction. With this approach, areawide
transportation planning is encouraged, and the chaos of

21 spearate transportation authorities is avoided. Additional
statuatory provisions for local review of state projects
would be needed.
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. A-6 The Anchorage Times, Monday, April 18,1983

THE STATE could get it-  more dollars left over at the'

e self into another hornet’s nest  end of the year than the law

e if the quwlature a rov?s a-'a!lowsr :

*" measuretocreate regional re- he proposed regional re- .
source-development ~authori-  source development authori-'
ties. . N , ties would have the power to

These' authorities, which' issue revenue bonds and touse
would issue revenue bonds for -~ bond income to construct
new roads, ports and other  roads. The engingering and

o* transportation ~ Vfacilities  building of roads is no“small

e needed for resource develop-  matter.” , Large amounts of
ment, smack too much of the \moneK would be handled to ef-
rural education attendance  feet the purchase of n%hts of
areas. . .. Way, the engineering and the.

A few of those education e actual construction. !

e units_are notorious for _not e Under the bill, as many as |
e spending their money within 21 addtional quasrgovemn._ent-ﬁ
established quidelines.” mm . esxsunits could be formed. Citi- @
*Foilunatély, the Senate Fi- ."'zens of those rural education

e nance Committee has iteld off ./ attendance areas would he
; approving_ the bill to create  able to vote whether or not to
the authorities. * .create one of the aurhorities.

' MTHOSE RURAL education -THERE ARE a number of
"areas have enough autonom?]/ ‘e questions that need answers '
that they can tI;,e away with . before the Ieglslature gives t
all soils”of foolishness.” Some  this measure Turther sefious
* of them have tended to spend  consideration. . \r <A>r~ 5 tv
massive amounts. for travel Controls, are. needed be-
emthat cannot be justified. A -cause the state likely would be
-number of them have failed to  left holdlng the bag if the au- J
carry out orders to sPend at 1 thorities defaulted on pay- |
their " backs. And there must bea

least 55 percent o

budgets forclassroom instruc- ~ firm plan for accountability,
lion” Stillothers have had '.ewhich has not been the casg
el oy .}[N!ﬂ% the rural education dis- '
ricts.

. There are areas of the state
which do need roads and tran-!
sportation facilities in order to

' facilitate, the extraction the
resources. These resources

. are the key to Alaska’s future.

; But thé state already has

mestablished channels to”build

. transportation facilities,

Alaska has learned the
hard way that local autonomy
is not always the best way to 1

ogo L .. @
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May 11, 1983

The Honorable Richard Shultz
Representative .

House of Representatives
Pouch V

Juneau, AK 99811

Re:  "CSSB 151 (Resources) An Act relating to Regional Resource
Development Authorities and providing for an effective
date."

Dear Representative Shultz:

The intent of bill CSSB 151 is to provide a financing vehicle for
transportation and port development inorder to support natural
resource development throughout Alaska. The legislative effort
to des_l%n an enabling mechanism to organize these authorities in
the different regions of the state may work against the ultimate
success of these entities. In Southeastern Alaska, the REAA
boundaries do not correspond with existing or potential political
jurisdictions of any sort. Further, the political structure of
the region - rural versus urban, development versus conservation,
local government oriented versus private industry, etc. would
make such an organizational effort difficult unless directed on a
proiect site specific basis or on a totally region wide basisﬂ/.

A better course of action might be to enable the formation of an
authority based upon petition of the Office of the Governor and
b¥] concurrence through a joint resolution of the legislature.
The petition would include #'s names of qualified voters finding
a need for such an entity and their reasons. The legislature, 1In
its capacity as the Assembly for the unorganized borough or as
the legislature could find, support- and ratify the formation of
the auchority, its purposes, Its powers to create tax exempt
financing and other powers. The Governor could appoint the board
of governors (or commissioners) of the authority and the
appointments could be concurred in by the legislature.

The reason this legislation is required at this time is because
area wide government doesn't exist in most of the remote areas of
Alaska where natural resource potential is on the verge of
development. In the section on Powers of Authority and
Limitation on Powers, it is clear that the ability to organize

SEALASKA CumATION ONE Sr ...ska Plaza Suite 400 Juneau, A"asu 99801 Phone (90?) 586-1512



and finance is granted;, however, other necessary tools such as
"eminent domain, taxation, land wuse planning, zoning, permlttlndg
or other similiar governmental powers" are specifically withheld.
The legislation is silent on how all of these important features
are to he dealt with as any development project progresses.
Overlapping -iurisdictions such as the statutory authority of
Alaska Department of Community and Regional Affairs in ‘the
unorganized borou?h, Coastal Zone requirements and other agencies
are certain to affect any project(s) created under a regional
resource development authority. It seems that some of the powers
restricted from these authorities should be granted. If not,
then a state agency should be identified in the legislation
through which these matters could be focused thus insuring timely
Brggress and success of any resource development. The bottomline
eing that the public and the State of Alaska by using its tax
exempt financing powers and other powers has an investment and
interest in the outcome of an authority.

Sealaska Corporation is generally supportive of
With some changes, it is possible that Regional Resource
Development Awuthorities could ~catalyst mnatural resource
develooment in Southeastern Alaska as well as other areas of
Alaska. If any of ourideas are helpful in moving the Dbill
forward, we are willing to assist in preparing further language

and testimony.

of this legislation.

Sincerely,
SEALASK JRATION
Robert ' cher
Vice Pr :
Resourc jement
cc: Byron Mallott

Chris McNeil

Janie Leask

John Shively

Don Argetsinger

Sam Kito

Southeast Village Corporation Presidents



LETTER OF INTENT

'SENATE RESOURCES COMMITTEE .
CSSB 151 (RES)

It is'the intent of the Committee to authorize the
establishment of regional authorities which will have the .
ability to issue tax-exempt revenue bonds for the purpose of
enhancing, the development of resource enterprises which would
contribute to the economic growth of the State. It is the
intent of the Committee that the authorities established
pursuant to this legislation would not create any financial
liability or obligation by the state for bonds issued for
resource enterprises. Nor is it the intent that the issuance
of any such bonds by authorities adversely affect the ability
of the state or any of its political subdivisions to market
their own bonds. Rather, to the maximum extent possible
liability for bonds issued rest exclusively with the regional
authority and the specific resource enterprise involved, not
the state, successor boroughs or other municipalities or
other projects or citizens in the region or state



Alaska State Legislature
Senate

Official Business Pouch V
Senator Eettye Fahrenkamp State Capitol
Chairnan Juneau. Alaska 99511
March 25, 1983 211 Beltz Room

3:10 o0.n

MEMBERS PRESENT

Senator Fahrenkamp Senator Paul Fischer
Senator Ziegler Senator Mulcahv
Senator Eliason

SB 73 - An Act relating to commercial Ffishing

SB 136 - AnAct relating to theoperation of stationery fishing gear.
SB 151 - AnAct relating to Regional Resource Development Authorities.
SB 156 - AnAct relating to the saleor lease of state hatchery

facilit ies.
SR 2 - Relating to the Cross Island Well.

B 73 - Senator Muicahy, chairman of the Fisheries Subcommittee, reported

hat the subcommittee had adopted a committee substitute. He then moved
and asked wunanimous consent that SB 73 be moved from committee with individual
recommendations. There were no objections.

SB 136 - Senator Muicahy asked that SB 136 be held until the ne>:t Resource
Committee Meeting.

SB 156 - Senator Muicahy stated the Fisheries Subcommittee had adopted a
committee substitute. He then moved the committee substitute for Senate Bill
156 from committee with individual recommendations. There were no objections.

SB 151 - Pat Pourchot, Administrative Assistant to the Senate Resources
Committee testified regarding changes 1in the committee substitute. He listed
four provisions to provide safeguards to the State to protect against possible
problems ir. creation of authorities and issuance of revenue bonds:

(1) the number of petitioners to initiate calling an election
was raised from 50 to 100;

t2) a sunset provision barring establishment of authorities after
June 30, 1986;

(3) A Covernor®"s finding of an authority;
(A) A state bond committee finding prior to issuing revenue bonds.

A letter of intent was also presented which addressed liability by the state
eis a vis regional authorities and tax-exempt revenue bonds.



- March 25, 1983 - Senate Resources Committee

"Nel son - representing the Alaskan Environmental Lobby testified that

does not support the bill as presently written. He feels it would Ilead

potentially unsound developments. In particular, he stated that it could
""result in the State obligation to bail out any project 1in order to keep the
State"s credit rating. He suggested altneratives and a list of amendments.

Mary Lou Meiners, Division of Elections presented a formula for consideration
in the bill which would govern the number of signatures required for calling
for an election to establish an authority.

Dan Casey, Department of Transportation testified that the Administration
supports the concept, but needs more time to study the bill. He recommended
that the bill not be held in the Committee.

Terrv Elder, Department of Commerce and Economic Development voiced the
same concerns as Dan Casey.

Senator Muicahy moved and asked unanimous consent that committee substitute
for SB 151, including proposed amendments, be passed from committee with
individual recommendations. There were no objections. He then moved

that the letter of intent be moved from committee. There were no objections.

Meeting adjourned 3:45 p.m.



Senate

Resources Committee

Pouch V
Senator Bettye Fahrenkamp State Capitol
Chairman Juneau. Alaska 39811
March 18, 1983 211 Beltz ~oom
3:10 p.m.
MEMBERS PRESENT

Senator Fahrenkamp Senator Vic Fischer

Senator Ziegler Senator Muicahy

Senator Eliason Sena tor Sturgulewski

SB 151 - An Act relating to Regional Resource
Development Authorities

SB 151 sets up a procedure for establishing a regional resource
authority which could finance infrastructure such as roads, pipelines and
ports for resource development projects. These resource development author —
ities would be created with approval of voters 1in the regional education

/-attendance area, and be run by an 8-member board of elected and appointed
embers.

A draft committee substitute containing amendments worked out by the
mineral companies 1involved in development in northwest Alaska who may be
affected by this legislation was also discussed.

Terry Elder, State of Alaska, Department of Commerce testified
that the Administration has not yet taken a position on the bill. He
emphasized that all Departments should have 1input 1into this decision.

Don Argetsinger, NANA corporation, testified regardingthe need for
transportation in the area where the Red Dog Mineproject 1is located. Other
topics discussedwere the development of local government, <creating amuch
needed tax base, and the relationship between NaNA and the Authority. He

stated that NANApreferred the draft committee substitute.

Sena tor fisc.her moved that CS 151 be placed before the committee. There
were no objections.

Hank- (llergerich, Manager of COMINCO discussed the Red Dog Mine project
inc lud ing finane ing, mining 1investment costs 1in contrast to oil investment
cost, similarities to projects 1in Canada and the key role of transportation
to project success.

Eric-Wohlforth, attorney for COMINCO discussed the changes in draft
committee substitute from the original bill including terms and number of

members on the board, and access to facilities. He stressed that a govern—
ment entity is not being formed. Discussion followed regarding 1indebtedness,
anding, powers of the authority, constitutionality, the legislature®s

.bility to repeal, the effect on state obligations and bond rating and
creation of different entities vis a vis local governments.



/ Harris Saxon, Ely, .Guess and Rudd Law firm representing GCO Minerals
~“"tified that he was particularly interested 1in the guaranteed equal access
fo facilities. He further discussed support for the committee substitute to
/fevelopraent of minerals in Northwest Alaska.

Russ Babcock, Bear Creek Mining Company, testified 1in general support
of SB 151.

Mary Lou Meiners, State of Alaska, Division of Elections testified that
two special elections would be necessary. The fiscal note submitted to the
Resource Committee details cost of one special election in an REAA District.
Should this legislation pass, she suggested that elections be consolidated
if possible.

Senator Muicahy voiced an interest in whether or not 50 signatures
on a petition 1is overly lenient to call for a special election.

Senator Sturgulewski expressed her general opposition to the creation o
new authorities that may duplicate or conflict with other state and local
gobernnent functions.

Senator Vic Fischer expressed conoern over the possible proliferation
of regional authorities and inquired as to the impacts on established
authorities should the authoirizing legislation be sunsetted.

Meeting adjourned at 5:35 p.m.
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April 6, 1983

Memo

To: Senator Bennett, Co-Chairman Finance Committee
Senator Ssckett, Cc-Chairmai. -.nance Committee

From: Senator Bettye Fahrenkamp

Subject: CSSB .151, Regional Resource Development Authorities

As you kno™-J, the Finance Committee has recently received the abcve b 7l

for consideration from the Resources Committee. This bill would authorize

the establishment of authorities in the unorganized borough for uhe purpose

of developing infrastructures for resource development projects. Funding

for the developments would primarily come from the issuance of tax-exempt
revenue bonds by the authority to be repaid with user fees from the developments.

In testimony and discussion before the Resources Committee several criticisms
of the bill as originally drafted surfaced: 1)lack of. guarantees of equal
access to facilities which maybe developed; 2)the possibility of proliferation
of authorities throughout the unorganized borough; 3) the encouragement of
less-than-sound economic projects by authorities; 4) the possibility that

bonds issued by authorities may in some way create a.liability to the state

or add to the state"s overall bond indebtedness; and 5) the possibility that
the issuance of bonds by authorities might in some way affect the ability

of the state or its political subdivision:"; to market their revenue bonds.

In response to these criticisms the Resources Committee adopted several major
changes and additions to the bill 1including:

1) Page 2, lines 19-29, the Governor must make a positive finding
that an authority"s goals and projects would be economically ad—
vantageous to the region and sta :e and that the authority is an
appropriate and desireable method of accomplishing the goals and
projects prior to establishment of an authority.

2) Page 2, lines 8-11, the ability topetition for establishment of
an authority expires on July 1, 1986.

3) Page 2, lines 13-14, a petition tocall for an election toestablish
an authority must be signed by 100 persons of a district.



Page 4, lines 26-29, the Board of Governors of an authority shall
consist of. eight members, five elected locally and three Department
heads appointed by the Governor.

Page 8, subsection (f), Prior to issuance of bonds an authority
must submit an independent economic analysis of a project and its
revenues to the state bond committee. The committee must find that
project revenues are adequate for payment of the Donds and that

the issuance of bonds would not adversely affect the ability of

the state or localities to market their bonds.

6) Page 11, subsection (b), bonds issued by an authority do not consti—
tute any liability or indebtedness to the state or political subdivi-—
sion, nor can an authority pledge the faith or credit of the state
or local government.

7) Page 13, subsection (a), ensures fair and equal access and fee
assessements for users of facilities.

8) Page 13-14, subsection (b), an authority must find that prior to
issuance of bonds that a project would be economically advantageous
to the state and general public welfare and that, the project i'm
economically viable.

9) Page 1l4,section.30.13.150 provides that an authority would be
integrated into a local government should it be established, but
that ari indebtedness of an authority does not constitute an obligation
of the new government.

I think that these provisions adequately address the concerns that were raised.
However, several other possible amendments were suggested that might further
clarify the intent of this legislation whicn were suggested too late to be
properly integrated into the committee substitute. I would urge the Finance
Committee.to consider the following possible changes:

1) Changing the number of petitioners calling for an election to establish
an authority from-an absolute number of 100 to a percentage®formula
similar to other regional elections. (Attached is a possible formula
suggested by the Division of Elections).

2) Any monies received by the state may not be used to satisfy bond
obligations or collateral by an authority (attached are draft
suggestions from the Department of Law ).

3) Change a quorum of the Board from a majority to a majority plus one.
(Suggested by the Alaska Environmental Lobby, see attached comments).

* 4) Ensure that proposed projects ge.t fair and eqjal consideration within
m a district by an authority. (See attached language submitted by the
Alaska Miners Association).



In addition, several technical changes should be made in the bill, The fol-.

ling should be made to correct changes which were made by the Legal Division
in the CS:

1) On page 5, lines 12-13, delete the phrase "at a meeting at which
a quorum 1is present”. This simply clarifies that a quorum consti—
tutes amajority of"the members of the board of governors,

2) On page 6, lines 16-17r delete the phrase "in accordance with the
Administrative Procedure Act (AS 44,62)", This phrase was not
contained in the CS which passed out of the Resources Committee
and could be construed as evidence that authorities are somehow
to be viewed as quasi-agencies of the state,

& m3 On page 8, line 25 delete "™AS 30.13,060(f)(1)" and insert in lieu
thereof "this subsection”,® There 1i.s no subsection (MDD,

* 4) On page 15, line 18, add a comma after the words "rolling stock™.

Finally, 1 would call your attention to the Letter of Intent which was passed
out with the bill. This further clarifies that i.t is the intent that the
bonds 1issued by the authorities not constitute any liability to the state

or local governments or taxpayers 1in a successor government,

I would be happy to appear before your Committee to further explain this
legislation and the actions of the Resource Committee. In addition, I

have asked my staff to provide whatever assistance you may need on the bill,
I remain convinced that this legislation could be of tremendous value in
facilitating the development of resource projects in our state which would
have tremendous economic and social benefits to regions as well as the state.

I would hope the Finance Committee could expedite its consideration of thi.s
important legislation.



DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
POSITION PAPER

The economic development goal of SB 151 and of the Administration®s
alternative is the same. Both vehicles would create a financing structure
for transportation facilities which would shift the bonded indebtedness
from a private balance sheet to a public balance sheet. The reduced
capital investment by the developer would increase its return on in—
vestment and enhance the economic feasibility of the project. It is
clearly in any developer®s interest to do this,"and may be in the State"s
interest if that is what it takes to promote a specific project.

The implications of such a debt shift from a private to a public balance
sheet require careful consideration. IT a project can support the debt
service, there is no problem. If the revenue stream is reduced or
eliminated for some reason, then the location of the debt is important.
There is no legal liability of the State to prevent default of bonds
issued by the SB 151 authorities or by the AIDA alternative. If a
capital reserve fund in AIDA is funded with State funds, then there is a
moral obligation of the State. However, it is legitimate to ask whether
the State could allow the default of either an authority or of AIDA. In
that respect, there is little difference between the proposals. It is
not a reason to oppose either proposal, but it is a reason to be certain
that bonding decisions are made carefully.

While the development goals of the two proposals are similar, there are
certain strengths in the AIDA approach. First, the need for trans—
portation facilities 1is a statewide need and AIDA is a statewide authority.
Second, AIDA 1is a recognized name in the investment community; it already
exists, and has a professional staff, investment advisor, and bond
counsel. Utilizing AIDA simply requires granting it the power to finance
and own transportation facilities. Third, use of the six economic
regions rather than regional education attendance areas reduces the
potential coordination problems that could result when a project spans
more than one REAA. Finally, there would be only one bonding authority
to finance any project.

%
The AIDA alternative differs from SB 151 in the method of local involve—
ment. The alternatives allow for local participation via six Regional
Development Advisory Councils, appointed by the Governor. The six
regions are recognized by the U.S. Department of Labor, and economic
data have been collected according to these regions for several years.
Local involvement is accomplished in several ways. First, AIDA must
obtain the approval of an affected council prior to development of a
project, and the council must hold public hearings at three locations in
the region. Second, if the council approves the project, two members of
the council may serve on the board of AIDA in connection with subsequent
action by the authority concerning the transportation facility. Finally,
the authority must solicit the advice and approval of the council prior
to adopting or executing contracts, agreements, resolutions, or other
matters concerning the operation and management of the facilities.
These provisions provide substantial local participation in the pro—
jects.
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T0: Senate Resources Committee Members
FROM: Senate Resources Commit tee Staff
RE: SB 151
DATE: March 17, 1983

On Friday, March 115 at 3:00 p.m. 1in the Beltz Room, the
Senate Resources Committee will be hearing SB 151, An Act
relating to Regional Resource Development Authorities.

SB 151 sets up a procedure for establishing a regional
resource authority which could finance infrastructure such
as roads, pipelines and ports for resource development projects.
Similar to port authorities, the resource authority could
finance these facilities through tax-exempt revenue bonds.
The authorities would only be authorized 1in the unorganized
borough where no bodies currently exist to finance such projects
in this manner. Should a borough Jlater be established, the
authority would dissolve and fold into the borough. There |Is
currently high interest for such an authority in northwest Alaska
to facilitate development of the Red Dog lead/zinc/silver
deposits.

Resource development authorities would be created through
the Department of Community and Regional Affairs, with approval
of voters 1in the regional educational attendance area, and be
run by a 5-member board. The board would have the power to
purchase, hold and dispose of bonds. Bonds 1issued would not
constitute an indebtedness or other liability of the state or
a political subdivision, except the authority, but would be
payable solely from the 1income and receipts or other funds or
property of the authority.

The board would have the authority to acquire and dispose
of property, and must provide for equal rights to access and
use of a facility by the public and private entities.



SB 151
Page 2

Also attached 1is a draft Committee Substitute containing
amendments worked out by the mineral companies 1involved :ln
development in northwest Alaska who may be affected by this
legislation. These amendments change the composition, procedures
and election process of the Authority®"s board; clarify that
the Authority does not have zoning and permitting powers;;
provide an assurance of access to facilities by other users;
outline, a procedure for determining if a project qualifies
for bonding; and make other technical changes.
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STATEMENT OF FISCAL IMPACT

RE: CS SB 151 (Resources)
SPONSOR: Senate Resources Committee

On page six of the bill is a list of the powers of the authority.
Included in those powers is the ability to accept organizational
grants. The following break-down 1is felt to approximate the
organizational cost of an authority.

Meeting Fees Tt 2,500
Travel for Local Members $ 4,000
Per Diem for Local Memebers $ 3,000
Attorney, Legal and Recording Fees $ 15,000
Financial Services $ 5,000



REQLEST

Bl jisResolution No. HCSCSSBTHI
Title: "An Act relating t0 RRbA s"

sponsor: Fahrenkamp,, Kerttula. Ferguson
House C. & R.AMfl

Requestor: Fischer

EXPENDITURES/REVENUES:

OPERATING

PERSONAL SERVICES
TRAVEL

CONTRACTUAL
COMMODITIES -
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS, ETC

100
200
300
400
500
600
700

10 AL OPERAIING

CAPITAL

C

| REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)-

POSITIONS:
FULL-TIME e o
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL

ANALYSIS:

Prepared Byij-inrfa Hupere,AdministrativeAssistant

Division:Division of Elections

o o

I1. FISCAL DETAIL

Agency Atfeezed: Office of the Governor
Program Category AnecteoExec. Operations

BRU,
Division of Elections

(Thousands *of Dollars)

Attach a separata page for any Analysis

FY 33 1 FY 84 1 FY 35 1 rY 86
1 1
| 1
1.4 1
119.6 1 10.4 11.0
1 6 *1
1 - 1
1 - ]
1 1 <
1 -1
1 -0- 120.6 1 10.4 11.0
1 1 !
-n- 1 20.6 110.4< 1 11.0
1 | 1
| 1 i
1 | |
| 1
1 1
1 1 1
IMPACT OF BILL:
Phone:

a Date:

Aooroved by Commissioner:

Department:

Distribution:

Original
Coov to
Cooy to

CoDy to
Copy to

to Legislative Finance

Department (for Governor

SDcnsor
Requestor

Office"of Management and 3udcet (for Legislature

<]

Date:

flffire of theliPMtenantw v e rnor

introduced bills)

(if different from SDonsor) 1

»

5/25/83

Program of Subprograms

"Affecteo:
i FY 88 1
| 1
1 1
1 1
i - |
1 1
1 1
1 (
1 1
1
1
1 i
| |
1
1 1
1 |
| 1
1 1
1 1
3

introduced bills)

3/8/81



-r.v. STATE OF ALASKA

FISCAL NOTE Revision®Oate 5/25 » 1983 [
REQUEST Il.  FISCAL DETAIL
Bill/Resolution No.: cs sb 151 (Resources) Agency Affected: nrrww,n< P. Affs.
Title: Ag-inn™i B&soursg Dayalopment Program Category Affected: Development
Sponsor: Cawafnr FaWnfcanm BRU, Program of Subprogram(s) Affected:
Requestor: House C S RA Committee Local Government Assistance i

EXPENDITURES/REVENUES: (Thousands of Dollars)

FY 83 FY 84 FY 85 FY 86 FY 87 FY 88
OPERATING m e

100 PERSONAL SERVICES

200 TRAVEL. - . "
300 CONTRACTUALe 7> - li
400 COMMODITIES :

500 EQUIPMENT * .

600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC

TOTAL OPERATING 29.0 -0-  «0- -0- 0-
CAPITAL
C REVENUE
FUNDING: (Thousands of Dollars)
GENERAL FUND 1 29.0 -0- -0- -0- -0-

FEDERAL FUNDS
OTHER ~Specify Source)

POSITIONS:
FULL-TIME S
PART-TIME
TEMPORARY m” %

I11. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Sponsor has not identified where funding will be obtained.

IV. ANALYSIS: Attach a separate page for any Analysis

Prepared By:_ DOUg griffin Phone: 465-4707
Division: Local Government Assistaprc Date: 5/25/83
Approved by Commissioner: Date: 5/25/83
Department: Community & Regional

Distribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced-"bills)
Copy to Sponsor
Copy to Requestor (if different from Sponsor) 3/8/83



SENATE BILL 151

ASSUMPTIONS:

1.

2.

3.

An election will be held in one REAA area creatinqg
one Regional Resource Development Authori®v. IT the
election does not take place at the same time as a

regularly scheduled REAA election, there will be a
fiscal impact.

The above question passes and an election of the
initial five member board takes place not less than

60 nor more than 90 days after the order of election.
There will be a fiscal impact.

Subsecuent election uf members, after the initial
members® terms have expired, takes place at the same
date as a reaularlv scheduled REAA election. Onlv the

Contractual Services catoaorv will be affected and is
figured at 6% inflation.

This analysis 1is computed for an election of an RRDA
and board members for one PFAA area. If there should
be elections in all 21 r.F,A areas, multiply $20.6 x 21
to compute the fiscal impact. (432.6)



HB 377 TITLE & SPONSOR SUMMARY 09:47 5/26/8,s
AMENDED TITLE; '

AN AC! RELATING TO REGIONAL RESOURCE DEVELOPMENT AUTHORITIES,
AND PROVIDING FOR AN EFFECTIVE DATE

PRIME SPONSOR: HOUSE RESOURCES COMMITTEE,
CO-SPONSORS:
CURRENT STATUSwm .'5/19/83 IN (llI) STATE LOANS REFERRAL : F,. NANCE

HB 377 HOUSE ACTION 09:47 5/26/83
DATE SEQ PAGE LEGISLATIVE ACTION
04/22/83 01 0992 FIRST READING ... COMMITTEE REPORTS
05/19/83 02 1427 C6RA CS03, NRO3
05/719/83 03 1427 G6RA F/NOTE USE SIJPPL *63
05/19/83 04 1427 CNRA F/NOTE EQUALS ZERC
©5/19/83 05 1427 MOVED FROM RES TO LOAN BY UNAN CONSENT
05719783 06 1427 CMTE REFERRALS CHANGED
STATE LOANS
FINANCE
RULES

ev * X X X X XXX XXX XXX



SB 151 TITLE & SPONSOR SUMMARY 08:19 5/26/33 PAGE 1 OF
AMENDED TITL.E: CSSB 151<FIN >

AM ACT RELATING TO REGIONAL. RESOURCE DEVELOPMENT AUTHORITIES:

AND PROVIDING FOR AN EFFECTIVE DATE

GENERAL DOLLARS: $20,600 IF. NOTE)
PRIHE SPONSOR m FAHRENKAMP *
OTHER DOLLARS: *0
CO-SPONSORS: KERTTULA, FERGUSON, FISCHER,P.
CGURRENT STATus: 5/09/33 IN <11) CARA REFERRAIL.. REsoURCEs
SB 151 SENATE ACTION 08:20 5/26/83 PAGE 2 OF
DATE SEG PAGE LEGISLATIVE ACTION
02/25/83 01 0266 FIRST READING - - CcOMril TTEE REPORTS
04/06/83 02 0507 RES CSG2, NR02, OTHERO1
04/06/3 03 0589 RES LETTER OF INTEN
04/13/33 04 0631 FIN -- CS05, MR©2
04/13/83 05 0681 FIN F/NOTE SEN SIJPPL $17
05/03/83 06 0378 RLS - mDNPOi , FIN CSG4, NRO02., OTHER®4

TAKEN UP IMMEDIATELY
05703733 07 0379 SECOND READING

05/703/83 03 0879 f..n cs adopted by jnan consent
05/03/83 09 0879 ADVANCED TO 3RD READING BY UNAN CONSENT
05/03/83 10 0379° THIRD READING
05/03/83 11 0879 SEN LETTER OF INTENT ADOPTED
05703733 12 0880 PASSED BY DIV 15-04 -01
05/03/83 13 0800 EFFECTIVE DATE VOTE SAME AS PASSAGE
05/03/83 14 0380 NOTICE OF RECONSIDERATION GIVEN
05/04/83 15 0895 RECONSIDERATION NOT TAKEN UP
XX XX XX X « XXX XXX X XK
SB 151 HOUSE ACT ION 03:20 5/26/83 PAGE 3 OF
DATE SEG PAGE LEGISLATIVE ACTION
05/05/83 16 1187 FIRST READING COMMITTEE REPORTS
CARA
RESOURCES
FINANCE
RULES

XX XX XX XX XXK XXX XM
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Alaska Environmental Lobby, Inc.

419 6th Street, Suite 328 Juneau, Alaska 99801 907-556-2345

24 March 1983

REGIONAL RESOURCE DEVELOPMENT AUTHORITIES:
ISSUES AND PROBLEMS

INTRODUCTION

Senate Bill 151 allows the creation of 21 Regional Resource
Development Authorities in Alaska, with full powers to issue

revenue bonds for mining roads and ports. This bill would
immediately benefit the development of the proposed Red Dog
mine in northwest Alaska. But the larger issue is whether

the state needs to create a new form of government 1in the
unorganized borough which can issue unlimited amounts of tax
exempt revenue bonds.

TAX EXEMPT BONDS

Bonds are usually tax exempt when they are issued by a state or
local government (or an agent of a state or local government)
and are used for a public purpose. Because the interest on
these bonds 1is exempt from federal taxes, they are popular

with investors, and hence have lower interest rates. General
Obligation Bonds require approval by the voters and are usually
paid off by taxes or any other state revenues. Rf venue bonds
should pay for themselves, out of the revenues from the project
that was financed by the bonds, ™ this case a "toll” on mining
developments and roads. Since these bonds are supposed to be
paid off through user fees, they do not require voter approval.
85% of Alaska®"s $8.5 billion debt was incurred by revenue
bonds---in other words, without voter approval.

After RRDA"s are established by local elections, they can

issue tax exempt revenue bonds for roads and harbor development.
The 1issuing of these bonds does not require either state approval
or voter approval, according to the current committee bill.
Because the interest rates on these bonds would be lower than

the rates for bonds issued by private corporations, they could
encourage mining development that might not otherwise be possible.
The effect 1is marginal, as the current difference in interest
rates 1is about 3%, but the mining companies insist that this
advantage 1is essential for profitability.

ALASKA CENTER FOR THE ENVIRONMENT +« ALASKA CHAPTER. SIERRA CLUB +« ANCHORAGE AUDUBON SOCIETY
ARCTIC AUDUBON SOCIETY « DENALI CITIZENS COUNCIL <« FRIENDS OF THE EARTH +« JUNEAU AUDUBON SOCIETY
KACHEMAK. BAY CONSERVATION SOCIETY « NORTHERN ALAS CA ENVIRONMENTAL CENTER
SITKA CONSERVATION SOCIETY ¢« SOUTHEAST ALASKA CONSERVATION COUNCIL



PAYING OFF REVENUE BONDS

The tolls form the roads and port facilities normally would
pay the interest and principle due on the bonds. If the
mining company Tfails to pay the tolls and charges required

to pay for the roadf the authority will be able to take legal
action against the mining company. If, however, there is a
deep”™ slump 1in mineral prices, the raining company may Qo
bankrupt, and the authority will have no way to pay off the
bonds- except by going back to the state of Alaska and asking
for more money.

Under SB 151, the state of Alaska has no legal obligation to
help authoriities in trouble. As a practical matter, however,
the state must come to the rescue, or suffer the consecruences
of having the reputation of Alaska®"s bonds all being suspect.
This is a problem common to all state authorities. An article
in the Sunday, March 20, edition of the Anchorage Tiraes,
"*"Separate® Agencies Rely on State Backup"® investigated

this problem. Harold Kuplesky, of the Bankers Trust Company,
authorized a $50 million line of credit to the Alaska Power
Authority. The Times reported:

Harold Kuplesky isn"t worried. Why? "As a backup,
we have the state of Alaska standing behind the
project.”™ And if Tyee isn"t finished and the state
refuses to pay off the loan? "The market looko very
dimly on people who do not honor their obligations,”
Kuplesky replied.

Kuplesky then illustrated his point. "A good example
is the New York Urban Development Authority,”™ he said.
"They defaulted, and we shut off the credit to the
state of New York."

"What happened? "The Legislature came up with the money,
and fairly quickly, too."

THE BABY ELEPHANT PHENOMENON

A report to the Legislative Budget and Audit Committee,
"Alaska®s Public Corporations,” by the Institute of Public
Administration (Jan. 1982) described this situation in more
vivid terms on page 48:

History has shown very clearly that unless state govern—
ments become 1involved in any bail out arrangements for
their corporate subsidiaries, state credit will be
damaged if not cut off by bond market participants.

Market analysts call this the “baby elephant phenonmcnon*
The elephant (the indebted corporation in trouble)
stumbles up on the state"s front porch and says, "feed

me or 111 fall down dead on your doorstep.”



OTHER STATE SUBSIDIES

In Senate Bill 151, elections for Regional Resource Development
Authorities will be paid for by the state. The operating
expenses for the authorities are not specifically provided

for. The door is left open for gifts, grants, loans,

and payments for contracts from the state, as well as from
individuals, private organizations, municipal governments and
the federal .jovernment.

LOCAL CONTROL

One of the attractive points of SB 151 1is that it provides for
a measure of local control of road and port development.

The RRDA®"s will be governed by a board of eight members. Five
are elected by voters in the region (a region has the same
boundaries as one of the regional educational attendance areas)

and three are appointed by the governor. The authority has been
likened to a single purpose local government. It is established

to build roads and ports, but it does not have powers of land

use planning, zoning, permitting, or taxation. The bond issues are

approved by the Board, but are not voted on by the members of
the region.

Adevelopmcnt authority may be succeeded by a first or second
class borough. IT an authority fails and goes bankrupt,

the subsequent formation of a borough may be complicated or
prevented by the legal and financial wreckage of the authority.

ALTERNATIVES TO REGIONAL RESOURCE DEVELOPMENT AUTHORITIES

There are several alternatives to RRDA"s which provide tax
exempt bonding and local control, without risking the state’s
credit rating.

1. One alternative 1is to form a new borough in the area(s)
that wants to develop roads and ports. The revenue bonds
would be issued by the borough or an intramentality of
the borough, as was done in Valdez. Because the borough
has powers 1if planning, zoning, and permitting, g.eater
loca] cont* il 1is possible than with RRDA"s.

2. Another alternative is to modify the Alaska Industrial
Development Authority statutes so that they can fund larger
projects, and fund roads projects. (Ports are already
included.) Local control language is already in place for
local governments; it could be extended to include rural
areas.

3. Finally, tax free revenue bonds could be 1issued by the
Department of Transportation. This technique is already

used for airport construction. With this approach, areawide
transportation planning 1is encouraged, and the chaos of

21 spearate transportation authorities 1is avoided. Additional
statuatory provisions for local review of state projects

would be needed.



Continued from page 1

"Oneofthose people”. " ** >
happensfo'by Cnarles Logsdon, ®
the man whtn”™in charge of .
predicting oil prices for the state
of Alaska. “We believe oil prices j

- will q_o upatarate below
inflation until the end of this
decade, and then slowly rise,” "
Logsdonsald. " Jo "\ .

qthehydropro!ectsmay he
the first victims of the lower oil f ;
prices.. 1., '

The story isa happier one for
theotherstatecorBoranons. .
AHFEC, whose $6.5 billion total
dertis the_lar?est ir. Alaska, has
protected itself up oneside and w
down the other with multiple ;
levels of insurance. '

"We would have to have a
Great Depression two or three
times to cause ourinsurance
companies to go bankrupt," said
former AHFCdirector Goidbar.
"For AHFC to default, thmg;s
would have to be so bad tha
mortgage payments wouldn’t
matter-we'dall be in the streets’
looking for the nextapple.”,

The Alaska Industrial L
Development Authority protects
its $250 million in debt b?/only
loaning out 75 percent of the
value 0f the project*; it funds
directly. And, iike the AHFC, the
property itself is collateral. In
addition, AIDA won’t loan money ;
foran office building unless itis~ o

LI 3

" almost filled with tenants who m

have signed three-year leases.
¢'Prudhoe Bay would have to
blow up and an éarthquake would

have to destroy Anchorage, all at

once, before | would be in

trouble,”said AIDA director

BertWagnon.. ...» *

Sounlessa price wardrives .
down oi! prices to the point
where thetrans-AI_askaF|pellne.
isshut down, the big state  em
corporations should be ab >to
.pay&tllelrdebt. '

ornow'. Butsix years from
now, the amount of oil pumped
outqurudhoe_Ba_YW| begin to
decline, and with it, state
revenues and the Aloskan .
economy. By then, the slate’s
?eneralob_IlgatlonbondswnIbe
ar%el paid off.
‘e Buthecause of the state
‘e 'vporations, we will not be debt
free. On the contrary, the loans
made by the state corporations
today will require huge

‘payments well Into the next
entury.-,-..

 In’1992, for instance, AHFC
will make a balloon payment or
its bonds of $474 million. In the
last six months, the housin

o>

' agne_ncy has borrowed near?y half
a

illion dollars, and continiies to
sell bonds on a monthly basis.-.-,
AIDA is also selling honds at i
| oremodestpace.-

 “it’stotally out of control,”
said Juneau consultant Thomas
Ilngler, a former state fiscal
1 andlyst who blew the whistle«
Tyet "All these independent *»
orporations are borrowing like,
vl twill come back to'haunt

What bothers Singer is that
the accumulation of all thisdebt.
was nota result.of conscious
decisions by policymakers. .

“Ithas itsown momentum. .
It’s like @ bunch of mushrooms
%Ferl%upng on cow pattiesina
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Alaska H>tatc legislature

BETTYE FAHRENKAMP. Chairman POUCH V
ROBERT H. ZIEGLER, SR.. Vice Chairman STATE CAPITAL
DICK ELIASON JUNEAU, ALASKA 99811
(iheie 7
BOB MULCAHY 907) 465*3835
ARLISS STURGULEWSKI
Committee on Resources
To AIT Members
House of Representatives
From: Bettye Fahrenkamp, Chairmi
Senate Resources Committ”
Date June 16, 1983
Subject: SB 151, Regional Resource Authorities

One of the major obstac/es to mineral development and other resource projects
in much of Alaska is the absence of transportation facilities. This is par—
ticularly true in the unorganized borough where entities to assist in the
development of infrastructure are largely absent. Until borough governments
are established (when the necessary tax base is present), there is a great
need for some entity to assist major resource development projects through the
provision of transportation systems.

With virtually no risk to the State and little direct State involvement, the
State can provide substantial assistance to rural economic development through
the authorization of regional resource authorities as provided in SB 151.
Obviously, any direct State funding of transportation systems, as has occurred
in Canada, would be a much more expensive and risky option for the State.

SB 151 would author e the establishment of regional authorities in the
unorganized borough area which would provide:

-- Access to tax-exempt revenue bonds which would substantially reduce
financing costs of resource developments;

- Public ownership of transportation systems and ports assuring equal
access to all users;

- Maximized local involvement in decision-making along with state
participation and oversight.

In testimony and discussion of this legislation, several concerns were raised,
including:

— The possibility of proliferation of authorities throughout the unorganized
borough

- The possibility that bonds issued by authorities would create a liability
or indebtedness to the State or adversely affect State and local bond ratings;



-- The possibility that access to the facilities developed and run by an
authority might not be and equally provided, or that some proposed
developments might not receive equal consideration.

In response to these concerns, the following "safety features" have been
included in SB 151:

-- Tbv Governor must approve the establishnent of any authority;

- The 1local people in a region must approve by petition and election the
establishment of an authority,

-- An authority must be created before July 1, 1986;

-- The maximum number of possible authorities allowed woulj be nine, corres—
ponding to regional housing authority boundaries;

-- The State Bond Committee must approve the sale of any revenue bonds by
authorities;

-- A provision in the bill and in the Letter of Intent expressly states
that bonds issued by an authority do not constitute any liability or
indebtedness tc the State or political subdivision;

— An authority expressly does not have normal governmental powers of
eminent domain, tax, land use planning and zonina, permitting, etc.
Should a borough be established in the region, the authority would
automatically be integrated into it;

- Of the eight members on an authority board, five would be elected from
the region, three would be State commissioners. A quorum would require
the presence of ne least one commissioner;

-- Total indebtedness of all authorities established would be limited by
law to $400 mi 11 ion;

-- An authority would be audited each year by Legislative Budget and Audit;

-- A provision to ensure fair and equal access and user fee assessments arid
fair consideration by the authority ofall proposed developments:

-- A provision that state funds cannot beused t pay off or meet revenue
bond obligations of an authority.

I believe this legislation is now carefully crafted to achieve the goals of
development assistance through maximum Jlocal control while providing adequate
state input and oversight to assure financial integrity of projects and state—
wide coordination. The economic benefits of this legislation could be substan—
tial to our state with little direct cost.

I urge you to support this important bill.
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