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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’s parent company, Cominco Limited of Vancouver B.C. 

is one of the world’s 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.

• Other mining companies such as General Crude Oil Minerals and Kennecott 

have supported m e  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’t 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 is 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 377?

1. 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.

3. 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.
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REG IONAL RESOURCE DEVELOPMENT A U T H O R IT IE S :
I S S U E S  AND PROBLEMS

IN TRO D U CT IO N

S e n a t e  B i l l  1 5 1  a l l o w s  t h e  c r e a t i o n  o f  2 1  R e g i o n a l  R e s o u r c e  
D e v e l o p m e n t  A u t h o r i t i e s  i n  A l a s k a ,  w i t h  f u l l  p o w e r s  t o  i s s u e  
r e v e n u e  b o n d s  f o r  m i n i n g  r o a d s  a n d  p o r t s .  T h i s  b i l l  w o u l d  
i m m e d i a t e l y  b e n e f i t  t h e  d e v e l o p m e n t  o f  t h e  p r o p o s e d  R e d  D og  
m i n e  i n  n o r t h w e s t  A l a s k a .  B u t  t h e  l a r g e r  i s s u e  i s  w h e t h e r  
t h e  s t a t e  n e e d s  t o  c r e a t e  a  n e w  f o r m  o f  g o v e r n m e n t  i n  t h e  
u n o r g a n i z e d  b o r o u g h  w h i c h  c a n  i s s u e  u n l i m i t e d  a m o u n t s ,  o f  t a x  
e x e m p t  r e v e n u e  b o n d s .

TAX EXEMPT BONDS

B o n d s  a r e  u s u a l l y  t a x  e x e m p t  w h e n  t h e y  a r e  i s s u e d  b y  a  s t a t e  o r  
l o c a l  g o v e r n m e n t  ( o r  a n  a g e n t  o f  a  s t a t e  o r  l o c a l  g o v e r n m e n t )  
a n d  a r e  u s e d  f o r  a  p u b l i c  p u r p o s e .  B e c a u s e  t h e  i n t e r e s t  o n  
t h e s e  b o n d s  i s  e x e m p t  f r o m  f e d e r a l  t a x e s ,  t h e y  a r e  p o p u l a r  
w i t h  i n v e s t o r s ,  a n d  h e r . c e  h a v e  l o w e r  i n t e r e s t  r a t e s .  G e n e r a l  
O b l i g a t i o n  B o n d s  r e q u i r e  a p p r o v a l  b y  t h e  v o t e r s  a n d  a r e  u s u a l l y  
p a i d  o f f  b y  t a x e s  o r  a n y  o t h e r  s t a t e  r e v e n u e s .  R e v e n u e  b o n d s  
s h o u l d  p a y  f o r  t h e m s e l v e s ,  o u t  o f  t h e  r e v e n u e s  f r o m  t h e  p r o j e c t  
t h a t  w a s  f i n a n c e d  b y  t h e  b o n d s ,  i n  t h i s  c a s e  a  " t o l l "  o n  m i n i n g  
d e v e l o p m e n t s  a n d  r o a d s .  S i n c e  t h e s e  b o n d s  a r e  s u p p o s e d  t o  b e  
p a i d  o f f  t h r o u g h  u s e r  f e e s ,  t h e y  d o  n o t  r e q u i r e  v e ^ e r  a p p r o v a l .
85% o f  A l a s k a ' s  $ 8 . 5  b i l l i o n  d e b t  w a s  i n c u r r e d  b y  r e v e n u e  
b o n d s — i n  o t h e r  w o r d s ,  w i t h o u t  v o t e r  a p p r o v a l .

A f t e r  R R D A 's  a r e  e s t a b l i s h e d  b y  l o c a l  e l e c t i o n s ,  t h e y  c a n  
i s s u e  t a x  e x e m p t  r e v e n u e  b o n d s  f o r  r o a d s  a n d  h a r b o r  d e v e l o p m e n t .  
T h e  i s s u i n g  o f  t h e s e  b o n d s  J o e s  n o t  r e q u i r e  e i t h e r  s t  t e  a p p r o v a l  
o r  v o t e r  a p p r o v a l ,  a c c o r d i n g  t o  t h e  c u r r e n t  c o m m i t t e e  b i l l .
B e c a u s e  t h e  i n t e r e s t  r a t e s  o n  t h e s e  b o n d s  w o u l d  b e  l o w e r  t h a n  
t h e  r a t e s  f o r  b o n d s  i s s u e d  b y  p r i v a t e  c o r p o r a t i o n s ,  t h e y  c o u l d  
e n c o u r a g e  m i n i n g  d e v e l o p m e n t  t h a t  m i g h t  n o t  o t h e r w i s e  b e  p o s s i b l e .  
T h e  e f f e c t  i s  m a r g i n a l ,  a s  t h e  c u r r e n t  d i f f e r e n c e  i n  i n t e r e s t  
r a t e s  i s  a b o u t  3% , b u t  t h e  m i n i n g  c o m p a n i e s  i n s i s t  t h a t  t h i s  
a d v a n t a g e  i s  e s s e n t i a l  f o r  p r o f i t a b i l i t y .
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KACHEMAK BAY CONSERVATION SOCIETY • NOFITHERN ALASKA ENVIRONMENTAL CENTER 
SITKA CONSERVATION SOCIETY • SOUTHEAST ALASKA CONSERVATION COUNCIL



PAY IN G  O FF  REVENUE BONDS

T h e  t o l l s  f o r m  t h e  r o a d s  a n d  p o r t  f a c i l i t i e s  n o r m a l l y  w o u l d  
p a y  t h e  i n t e r e s t  a n d  p r i n c i p l e  d u e  o n  t h e  b o n d s .  I f  t h e  
m i n i n g  c o m p a n y  f a i l s  t o  p a y  t h e  t o l l s  a n d  c h a r g e s  r e q u i r e d  
t o  p a y  f o r  t h e  r o a d , ,  t h e  a u t h o r i t y  w i l l  b e  a b l e  t o  t a k e  l e g a l  
a c t i o n  a g a i n s t  t h e  m i n i n g  c o m p a n y .  I f ,  h o w e v e r ,  t h e r e  i s  a  
d e e p "  s l u m p  i n  m i n e r a l  p r i c e s ,  t h e  m i n i n g  c o m p a n y  m a y  g o  
b a n k r u p t ,  a n d  t h e  a u t h o r i t y  w i l l  h a v e  n o  w a y  t o  p a y  o f f  t h e  
b o n d s — e x c e p t  b y  g o i n g  b a c k ,  t o  t h e  s t a t e  o f  A l a s k a  a n d  a s k i n g  
f o r  m o r e  m o n e y .

U n d e r  SB 1 5 3 ,  t h e  s t a t e  o f  A l a s k a  h a s  n o  l e g a l  o b l i g a t i o n  t o  
h e l p  a u t h o r i i t i e s  i n  t r o u b l e .  A s  a  p r a c t i c a l  m a t t e r ,  h o w e v e r ,  
t h e  s t a t e  m u s t  c o m e  t o  t h e  r e s c u e ,  o r  s u f f e r  t h e  c o n s e q u e n c e s  
o f  h a v i n g  t h e  r e p u t a t i o n  o f  A l a s k a ' s  b o n d s  a l l  b e i n g  s u s p e c t .  
T h i s  i s  a  p r o b l e m  c o m m o n  t o  a l l  s t a t e  a u t h o r i t i e s .  An a r t i c l e  
i n  t h e  S u n d a y ,  M a r c h  2 0 ,  e d i t i o n  o f  t h e  A n c h o r a g e  T im e ^  
" ' S e p a r a t e '  A g e n c i e s  R e l y  o n  S t a t e  B a c k u p "  i n v e s t i g a t e d  
t h i s  p r o b l e m .  H a r o l d  K u p l e s k y ,  o f  t h e  B a n k e r s  T r u s t  C o m p a n y ,  
a u t h o r i z e d  a  $ 5 0  m i l l i o n  l i n e  o f  c r e d i t  t o  t h e  A l a s k a  P o w e r  
A u t h o r i t y .  T h e  T i m e s  r e p o r t e d :  .

H a r o l d  K u p l e s k y  i s n ' t  w o r r i e d .  W h y ?  " A s  a  b a c k u p ,  
w e  h a v e  t h e  s t a t e  o f  A l a s k a  s t a n d i n g  b e h i n d ' t h e  
p r o j e c t . "  A n d  i f  T y e e  i s n ' t  f i n i s h e d  a n d  t h e  s t a t e  
r e f u s e s  t o  p a y  o f f  t h e  l o a n ?  " T h e  m a r k e t  l o o k s  v e r y  
d i m l y  o n  p e o p l e  w h o  d o  n o t  h o n o r  t h e i r  o b l i g a t i o n s , "  
K u p l e s k y  r e p l i e d .

K u p l e s k y  t h e n  i l l u s t r a t e d  * > i s  p o i n t .  "A  g o o d  e x a m p l e  
i s  t h e  N ew  Y o r k  U r b a n  D e v e l o p m e n t  A u t h o r i t y , "  h e  s a i d .  
" T h e y  d e f a u l t e d ,  a n d  v/e s h u t  o f f  t h e  c r e d i t  t o  t h e  
s t a t e  o f  N ew  Y o r k . "

" W h a t  h a p p e n e d ?  " T h e  L e g i s l a t u r e  c a m e  u p  w i t h  t h e  m o n e y ,  
a n d  f a i r l y  q u i c k l y ,  t o o . "

THE BABY ELEPHANT PHENOMENON

A r e p o r t  t o  t h e  L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e ,
" A l a s k a  s  P u b l i c  C o r p o r a t i o n s , "  b y  t h e  I n s t i t u t e  o f  P u b l i c  
A d m i n i s t r a t i o n  ( J a n .  1 9 8 2 )  d e s c r i b e d  t h i s  s i t u a t i o n  i n  m o r e  
v i v i d  t e r m s  o n  p a g e  4 8 :

H i s t o r y  h a s  s h o w n  v e r y  c l e a r l y  t h a t  u n l e s s  s t a t e  g o v e r n ­
m e n t s  b e c o m e  i n v o l v e d  i n  a n y  b a i l  o u t  a r r a n g e m e n t s  f o r  
t h e i r  c o r p o r a t e  s u b s i d i a r i e s ,  s t a t e  c r e d i t  w i l l  b e  
d a m a g e d  i f  n o t  c u t  o f f  b y  b o n d  m a r k e t  p a r t i c i p a n t s .  
M a r k e t  a n a l y s t s  c a l l  t h i s  t h e  ' b a b y  e l e p h a n t  p h e n o n m e n o n ' 
T h e  e l e p h a n t  ( t h e  i n d e b t e d  c o r p o r a t i o n  i n  t r o u b l e )  
s t u m b l e s  u p  o n  t h e  s t a t e ' s  f r o n t  p o r c h  a n d  s a y s ,  " f e e d  
m e  o r  I ' l l  f a l l  d o w n  d e a d  o n  y o u r  d o o r s t e p . "
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I n  S e n a t e  B i l l  1 5 1 ,  e l e c t i o n s  f o r  R e g i o n a l  R e s o u r c e  D e v e l o p m e n t  
A u t h o r -  . l i e s  w i l l  b e  p a i d  f o r  b y  t h e  s t a t e .  T h e  o p e r a t i n g  
e x p e n s e s  f o r  t h e  a u t h o r i t i e s  a r e  n o t  s p e c i f i c a l l y  p r o v i d e d  
f o r .  T h e  d o o r  i s  l e f t  o p e n  f o r  g i f t s ,  g r a n t s ,  l o a n s ,  
a n d  p a y m e n t s  f o r  c o n t r a c t s  f r o m  t h e  s t a t e ,  a s  w e l l  a s  f rw m  
i n d i v i d u a l s ,  p r i v a t e  o r g a n i z a t i o n s ,  m u n i c i p a l  g o v e r n m e n t s  a n d  
t h e  f e d e r a l  g o v e r n m e n t .

LOCAL CONTROL

O n e  o f  t h e  a t t r a c t i v e  p o i n t s  o f  SB 1 5 1  i s  t h a t  i t  p r o v i d e s  f o r  
a  m e a s u r e  o f  l o c a l  c o n t r o l  o f  r o a d  a n d  p o r t  d e v e l o p m e n t .
T h e  R R D A 's  w i l l  b e  g o v e r n e d  b y  a  b o a r d  o f  e i g h t  m e m b e r s .  F i v e  
a r e  e l e c t e d  b y  v o t e r s  i n  t h e  r e g i o n  ( a  r e g i o n  h a s  t h e  s a m e  
b o u n d a r i e s  a s  o n e  o f  t h e  r e g i o n a l  e d u c a t i o n a l  a t t e n d a n c e  a r e a s )  
a n d  t h r e e  a r e  a p p o i n t e d  b y  t h e  g o v e r n o r .  T h e  a u t h o r i t y  h a s  b e e n  
l i k e n e d  t o  a  s i n g l e  p u r p o s e  l o c a l  g o v e r n m e n t .  I t  i s  e s t a b l i r k c d  
t o  b u i l d  r o a d s  a n d  p o r t s ,  b u t  i t  d o e s  n o t  h a v e  p o w e r s  o f  l a n d  
u s e  p l a n n i n g ,  z o n i n g ,  p e r m i t t i n g ,  o r  t a x a t i o n .  T h e  b o n d  i s s u e s  a r e  
a p p r o v e d  b y  t h e  B o a r d ,  b u t  a r e  n o t  v o t e d  o n  b y  t h ^ .  m e m b e r s  o f  
t h e  r e g i o n .

A d e v e l o p m e n t  a u t h o r i t y  m a y  b e  s u c c e e d e d  b y  a  f i r s t  o r  s e c o n d  
c l a s s  b o r o u g h .  I f  a n  a u t h o r i t y  f a i l s  a n d  g o e s  b a n k r u p t ,  
t h e  s u b s e q u e n t  f o r m a t i o n  o f  a  b o r o u g h  m a y  b e  c o m p l i c a t e d  o r  
p r e v e n t e d  b y  t h e  l e g a l  a n d  f i n a n c i a l  w r e c k a g e  o f  t h e  a u t h o r i t y .

A LTERN AT IV ES  TO REG IONAL RESOURCE DEVELOPMENT A U T H O R IT IE S

T h e r e  a r e  s e v e r a l  a l t e r n a t i v e s  t o  R R D A 's  w h i c h  p r o v i d e  t a x  
e x e m p t  b o n d i n g  a n d  l o c a l  c o n t r o l ,  w i t h o u t  r i s k i n g  t h e  s t a t e ' s  
c r e d i t  r a t i n g .

1 .  O n e  a l t e r n a t i v e  i s  t o  f o r m  a  n e w  b o r o u g h  i n  t h e  a r e a ( s )  
t h a t  w a n t s  t o  d e v e l o p  r o a d s  a n d  p o r t s .  T h e  r e v e n u e  b o n d s  
w o u l d  b e  i s s u e d  b y  t h e  b o r o u g h  o r  a n  i n t r a m e n t a l i t y  o f  
t h e  b o r o u g h ,  a s  w a s  d o n e  i n  V a l d e z .  B e c a u s e  t h e  b o r o u g h  
h a s  p o w e r s  o f  p l a n n i n g ,  z o n i n g ,  a n d  p e r m i t t i n g ,  g r e a t e r  
l o c a l  c o n t r o l  i s  p o s s i b l e  t h a n  w i t h  R R D A 's .

2 .  A n o t h e r  a l t e r n a t i v e  i s  t o  m o d i f y  t h e  A l a s k a  I n d u s t r i a l  
D e v e l o p m e n t  A u t h o r i t y  s t a t u t e s  s o  t h a t  t h e y  c a n  f u n d  l a r g e r  
p r o j e c t s ,  a n d  f u n d  r o a d s  p r o j e c t s .  ( P o r t s  a r e  a l r e a d y  
i n c l u d e d . )  L o c a l  c o n t r o l  l a n g u a g e  i s  a l r e a d y  i n  p l a c e  f o r  
l o c a l  g o v e r n m e n t s ;  i t  c o u l d  b e  e x t e n d e d  t o  i n c l u d e  r u r a l  
a r e a s .

3 .  F i n a l l y ,  t a x  f r e e  r e v e n u e  b o n d s  c o u l d  b e  i s s u e d  b y  t h e  
D e p a r t m e n t  o f  T r a n s p o r t a t i o n .  T h i s  t e c h n i q u e  i s  a l r e a d y  
u s e d  f o r  a i r p o r t  c o n s t r u c t i o n .  W i t h  t h i s  a p p r o a c h ,  a r e a w i d e  
t r a n s p o r t a t i o n  p l a n n i n g  i s  e n c o u r a g e d ,  a n d  t h e  c h a o s  o f
2 1  s p e a r a t e  t r a n s p o r t a t i o n  a u t h o r i t i e s  i s  a v o i d e d .  A d d i t i o n a l  
s t a t u a t o r y  p r o v i s i o n s  f o r  l o c a l  r e v i e w  o f  s t a t e  p r o j e c t s  
w o u l d  b e  n e e d e d .

O T H E R  S T A T E  S U B S I D I E S
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THE  STATE could get it- more dollars left over a t the '
• self into another hornet’s nes t end of the yea r than the law
• if the legislature a proves a  -'a llows,
* "  measure to c re a te  regional re- ' ' The proposed regional re- .

source-development authori- source development au tho ri- ' 
I t  ties. . ties would have the power to

These ' authorities, w hich ' issue revenue bonds and to use •' 
would issue revenue bonds for bond income to construct 
new roads, ports and o ther roads. The engineering and

• * transportation V facilities building of roads is no small ;
. ’• needed for resource develop- m atte r . , Large amounts of

ment, smack too much of the \  money would be handled to ef- 
rural education a t tendance feet the purchase of rights of 
a reas . . .... way, the engineering and t h e .

A few of those education • ac tual construction. !
• units a re  notorious for not • Under the bill, as many as  |
• spending the ir money within 21 addtional quasi-govemn.ent - j

established guidelines. ■. . • • >;••« units could be formed. Citi- • J 
.* Foilunately , the Senate Fi- .'.'zens of those rural education

• nance Committee has iteld off ./ a t tendance areas would be 
; approving the bill to c re a te  able to vote whether o r  not to
• the authorities. * .c rea te  one of the aurhorities. _ '

'  ■' THOSE RURAL education -TH ERE  ARE a number of 
" a re a s  have enough autonomy '• questions that need answers ' 

tha t they can get away with . before the legislature gives t 
all so i ls of foolishness. Some this measure further serious 

‘ of them have tended to spend consideration. . \ r  < j»~ -; .t v  
massive amounts for travel Controls, a re  needed be- 

•■that cannot be justified. A - cause  the sta te likely would be 
- number of them have failed to left holding the bag if the au- J 

c a r ry  out o rders to spend a t  1 thorities defaulted on pay- , 
least 55 percen t of the ir ' backs. And there must be a 
budgets for classroom instruc- firm plan for accountability, J 
lion. Still others have had '.•which has not been the case

• • 1 ; . . .with the rural education dis- '
V'; tricts.
. '  T he re  are areas of the s ta te 

which do need roads and t r a n - ." 
sportation facilities in order to ‘

' fac i l i ta te , the extraction the 
resources. These resources 

, a r e  the key to Alaska’s future.
; ' But the sta te a lready has
'■ established channels to build
: transportation facilities, 
j Alaska has learned the 
. hard way that local autonomy 

is not always the best way to 1 
• go. . ... • -



*=' •£S?WW?5f'

$ 1^ 1 ̂ 3 >

Robert B. Atwood
Editor-in-Chicf 
and Publisher

Lana Johnton
Managing Editor

ALASKA FEVER-

William J. Tobin 
Associate Editor 

and General Manager

Clinton T. Andrewi Jr.
Editorial Page Editor

■̂ Sp.Cr^T'XoV f|«T«



THE BABY ELEPHANT PHENOMENON

A l a s k a  E n v i r o n m e n t a l  L o b b y



^  •
 “ 1,1,11

/
< •)

\

M ay  1 1 ,  1 9 8 3

T h e  H o n o r a b l e  R i c h a r d  S h u l t z
R e p r e s e n t a t i v e
H o u s e  o f  R e p r e s e n t a t i v e s
P o u c h  V
J u n e a u ,  AK 9 9 8 1 1

R e :  " C S S B  1 5 1  ( R e s o u r c e s )  An A c t  r e l a t i n g  t o  R e g i o n a l  R e s o u r c e
D e v e l o p m e n t  A u t h o r i t i e s  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  
d a t e . "

D e a r  R e p r e s e n t a t i v e  S h u l t z :

T h e  i n t e n t  o f  b i l l  C SSB  1 5 1  i s  t o  p r o v i d e  a  f i n a n c i n g  v e h i c l e  f o r  
t r a n s p o r t a t i o n  a n d  p o r t  d e v e l o p m e n t  i n o r d e r  t o  s u p p o r t  n a t u r a l  
r e s o u r c e  d e v e l o p m e n t  t h r o u g h o u t  A l a s k a .  T h e  l e g i s l a t i v e  e f f o r t  
t o  d e s i g n  a n  e n a b l i n g  m e c h a n i s m  t o  o r g a n i z e  t h e s e  a u t h o r i t i e s  i n  
t h e  d i f f e r e n t  r e g i o n s  o f  t h e  s t a t e  m a y  w o r k  a g a i n s t  t h e  u l t i m a t e  
s u c c e s s  o f  t h e s e  e n t i t i e s .  I n  S o u t h e a s t e r n  A l a s k a ,  t h e  REAA 
b o u n d a r i e s  d o  n o t  c o r r e s p o n d  w i t h  e x i s t i n g  o r  p o t e n t i a l  p o l i t i c a l  
j u r i s d i c t i o n s  o f  a n y  s o r t .  F u r t h e r ,  t h e  p o l i t i c a l  s t r u c t u r e  o f  
t h e  r e g i o n  -  r u r a l  v e r s u s  u r b a n ,  d e v e l o p m e n t  v e r s u s  c o n s e r v a t i o n ,  
l o c a l  g o v e r n m e n t  o r i e n t e d  v e r s u s  p r i v a t e  i n d u s t r y ,  e t c .  w o u l d  
m a k e  s u c h  a n  o r g a n i z a t i o n a l  e f f o r t  d i f f i c u l t  u n l e s s  d i r e c t e d  o n  a
p r o i e c t  s i t e  s p e c i f i c  b a s i s  o r  o n  a  t o t a l l y  r e g i o n  w i d e  b a s i s .

%

A b e t t e r  c o u r s e  o f  a c t i o n  m i g h t  b e  t o  e n a b l e  t h e  f o r m a t i o n  o f  a n  
a u t h o r i t y  b a s e d  u p o n  p e t i t i o n  o f  t h e  O f f i c e  o f  t h e  G o v e r n o r  a n d  
b y  c o n c u r r e n c e  t h r o u g h  a  j o i n t  r e s o l u t i o n  o f  t h e  l e g i s l a t u r e .  
T h e  p e t i t i o n  w o u l d  i n c l u d e  # ' s  n a m e s  o f  q u a l i f i e d  v o t e r s  f i n d i n g  
a  n e e d  f o r  s u c h  a n  e n t i t y  a n d  t h e i r  r e a s o n s .  T h e  l e g i s l a t u r e ,  i n  
i t s  c a p a c i t y  a s  t h e  A s s e m b l y  f o r  t h e  u n o r g a n i z e d  b o r o u g h  o r  a s  
t h e  l e g i s l a t u r e  c o u l d  f i n d ,  s u p p o r t -  a n d  r a t i f y  t h e  f o r m a t i o n  o f  
t h e  a u c h o r i t y ,  i t s  p u r p o s e s ,  i t s  p o w e r s  t o  c r e a t e  t a x  e x e m p t  
f i n a n c i n g  a n d  o t h e r  p o w e r s .  T h e  G o v e r n o r  c o u l d  a p p o i n t  t h e  b o a r d  
o f  g o v e r n o r s  ( o r  c o m m i s s i o n e r s )  o f  t h e  a u t h o r i t y  a n d  t h e  
a p p o i n t m e n t s  c o u l d  b e  c o n c u r r e d  i n  b y  t h e  l e g i s l a t u r e .

T h e  r e a s o n  t h i s  l e g i s l a t i o n  i s  r e q u i r e d  a t  t h i s  t i m e  i s  b e c a u s e  
a r e a  w i d e  g o v e r n m e n t  d o e s n ' t  e x i s t  i n  m o s t  o f  t h e  r e m o t e  a r e a s  o f  
A l a s k a  w h e r e  n a t u r a l  r e s o u r c e  p o t e n t i a l  i s  o n  t h e  v e r g e  o f  
d e v e l o p m e n t .  I n  t h e  s e c t i o n  o n  P o w e r s  o f  A u t h o r i t y  a n d  
L i m i t a t i o n  o n  P o w e r s ,  i t  i s  c l e a r  t h a t  t h e  a b i l i t y  t o  o r g a n i z e
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a n d  f i n a n c e  i s  g r a n t e d ;  h o w e v e r ,  o t h e r  n e c e s s a r y  t o o l s  s u c h  a s  
" e m i n e n t  d o m a i n ,  t a x a t i o n ,  l a n d  u s e  p l a n n i n g ,  z o n i n g ,  p e r m i t t i n g  
o r  o t h e r  s i m i l i a r  g o v e r n m e n t a l  p o w e r s "  a r e  s p e c i f i c a l l y  w i t h h e l d .  
T h e  l e g i s l a t i o n  i s  s i l e n t  o n  h o w  a l l  o f  t h e s e  i m p o r t a n t  f e a t u r e s  
a r e  t o  h e  d e a l t  w i t h  a s  a n y  d e v e l o p m e n t  p r o j e c t  p r o g r e s s e s .  
O v e r l a p p i n g  - i u r i s d i c t i o n s  s u c h  a s  t h e  s t a t u t o r y  a u t h o r i t y  o f  
A l a s k a  D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  i n  t h e  
u n o r q a n i z e d  b o r o u g h ,  C o a s t a l  Z o n e  r e q u i r e m e n t s  a n d  o t h e r  a g e n c i e s  
a r e  c e r t a i n  t o  a f f e c t  a n y  p r o j e c t ( s )  c r e a t e d  u n d e r  a  r e g i o n a l  
r e s o u r c e  d e v e l o p m e n t  a u t h o r i t y .  I t  s e e m s  t h a t  s o m e  o f  t h e  p o w e r s  
r e s t r i c t e d  f r o m  t h e s e  a u t h o r i t i e s  s h o u l d  b e  g r a n t e d .  I f  n o t ,  
t h e n  a  s t a t e  a g e n c y  s h o u l d  b e  i d e n t i f i e d  i n  t h e  l e g i s l a t i o n  
t h r o u g h  w h i c h  t h e s e  m a t t e r s  c o u l d  b e  f o c u s e d  t h u s  i n s u r i n g  t i m e l y  
p r o g r e s s  a n d  s u c c e s s  o f  a n y  r e s o u r c e  d e v e l o p m e n t .  T h e  b o t t o m l i n e  
b e i n q  t h a t  t h e  p u b l i c  a n d  t h e  S t a t e  o f  A l a s k a  b y  u s i n g  i t s  t a x  
e x e m p t  f i n a n c i n g  p o w e r s  a n d  o t h e r  p o w e r s  h a s  a n  i n v e s t m e n t  a n d  
i n t e r e s t  i n  t h e  o u t c o m e  o f  a n  a u t h o r i t y .

S e a l a s k a  C o r p o r a t i o n  i s  g e n e r a l l y  s u p p o r t i v e  o f  t h i s  l e g i s l a t i o n .
W i t h  s o m e  c h a n g e s ,  i t  i s  p o s s i b l e  t h a t  R e g i o n a l  R e s o u r c e  
D e v e l o p m e n t  A u t h o r i t i e s  c o u l d  c a t a l y s t  n a t u r a l  r e s o u r c e  
d e v e l o o m e n t  i n  S o u t h e a s t e r n  A l a s k a  a s  w e l l  a s  o t h e r  a r e a s  o f  
A l a s k a .  I f  a n y  o f  o u r  i d e a s  a r e  h e l p f u l  i n  m o v i n g  t h e  b i l l
f o r w a r d ,  w e  a r e  w i l l i n g  t o  a s s i s t  i n  p r e p a r i n g  f u r t h e r  l a n g u a g e
a n d  t e s t i m o n y .

c c :  B y r o n  M a l l o t t  
C h r i s  M c N e i l  
J a n i e  L e a s k  
J o h n  S h i v e l y  
D o n  A r g e t s i n g e r  
Sam  K i t o
S o u t h e a s t  V i l l a g e  C o r p o r a t i o n  P r e s i d e n t s

S i n c e r e l y ,

R o b e r t  ' ; c h e r
V i c e  P r  :
R e s o u r c  j e m e n t

SEALASK )RATION



’ SENATE R E SO U R C E S  COMMITTEE .
C SSB  1 5 1  ( R E S )

• •

' L E T T E R  O F  I N T E N T

I t  i s ' t h e  i n t e n t  o f  t h e  C o m m i t t e e  t o  a u t h o r i z e  t h e  
e s t a b l i s h m e n t  o f  r e g i o n a l  a u t h o r i t i e s  w h i c h  w i l l  h a v e  t h e  .. 
a b i l i t y  t o  i s s u e  t a x - e x e m p t  r e v e n u e  b o n d s  f o r  t h e  p u r p o s e  o f  
e n h a n c i n g ,  t h e  d e v e l o p m e n t  o f  r e s o u r c e  e n t e r p r i s e s  w h i c h  w o u l d  
c o n t r i b u t e  t o  t h e  e c o n o m i c  g r o w t h  o f  t h e  S t a t e .  I t  i s  t h e  
i n t e n t  o f  t h e  C o m m i t t e e  t h a t  t h e  a u t h o r i t i e s  e s t a b l i s h e d  
p u r s u a n t  t o  t h i s  l e g i s l a t i o n  w o u l d  n o t  c r e a t e  a n y  f i n a n c i a l  
l i a b i l i t y  o r  o b l i g a t i o n  b y  t h e  s t a t e  f o r  b o n d s  i s s u e d  f o r  
r e s o u r c e  e n t e r p r i s e s .  N o r  i s  i t  t h e  i n t e n t  t h a t  t h e  i s s u a n c e  
o f  a n y  s u c h  b o n d s  b y  a u t h o r i t i e s  a d v e r s e l y  a f f e c t  t h e  a b i l i t y  
o f  t h e  s t a t e  o r  a n y  o f  i t s  p o l i t i c a l  s u b d i v i s i o n s  t o  m a r k e t  
t h e i r  o w n  b o n d s .  R a t h e r ,  t o  t h e  m a x i m u m  e x t e n t  p o s s i b l e ,  
l i a b i l i t y  f o r  b o n d s  i s s u e d  r e s t  e x c l u s i v e l y  w i t h  t h e  r e g i o n a l  
a u t h o r i t y  a n d  t h e  s p e c i f i c  r e s o u r c e  e n t e r p r i s e  i n v o l v e d ,  n o t  
t h e  s t a t e ,  s u c c e s s o r  b o r o u g h s  o r  o t h e r  m u n i c i p a l i t i e s  o r  
o t h e r  p r o j e c t s  o r  c i t i z e n s  i n  t h e  r e g i o n  o r  s t a t e .
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M E M B E R S  P R E S E N T

S e n a t o r  F a h r e n k a m p  

S e n a t o r  Z i e g l e r  

S e n a t o r  E l i a s o n

S e n a t o r  P a u l  F i s c h e r  

S e n a t o r  M u l c a h v

S B  73 - A n  A c t  r e l a t i n g  to c o m m e r c i a l  f i s h i n g
S B  1 3 6  - A n  A c t  r e l a t i n g  to t h e  o p e r a t i o n  of s t a t i o n e r y  f i s h i n g  g e a r .

S B  1 5 1  - A n  A c t  r e l a t i n g  to R e g i o n a l  R e s o u r c e  D e v e l o p m e n t  A u t h o r i t i e s .

S B  1 5 6  - A n  A c t  r e l a t i n g  to t h e  s a l e  or l e a s e  of s t a t e  h a t c h e r y

f a c  i l i t  ies.

S R  2 - R e l a t i n g  to t h e  C r o s s  I s l a n d  W e l l .

B 73 - S e n a t o r  M u i c a h y , c h a i r m a n  of t h e  F i s h e r i e s  S u b c o m m i t t e e ,  r e p o r t e d  

h a t  t h e  s u b c o m m i t t e e  h ad  a d o p t e d  a c o m m i t t e e  s u b s t i t u t e .  H e  t h e n  m o v e d  

a n d  a s k e d  u n a n i m o u s  c o n s e n t  t h a t  S B  73 be m o v e d  f r o m  c o m m i t t e e  w i t h  i n d i v i d u a l  

r e c o m m e n d a t i o n s .  T h e r e  w e r e  n o  o b j e c t i o n s .

S B 13 6 - S e n a t o r  M u i c a h y  a s k e d  t h a t  S B  1 3 6  be  h e l d  u n t i l  t h e  ne>:t R e s o u r c e  

C o m m i t t e e  M e e t i n g .

S B  1 5 6  - S e n a t o r  M u i c a h y  s t a t e d  t h e  F i s h e r i e s  S u b c o m m i t t e e  h a d  a d o p t e d  a 

c o m m i t t e e  s u b s t i t u t e .  He t h e n  m o v e d  t h e  c o m m i t t e e  s u b s t i t u t e  f o r  S e n a t e  B i l l  

1 5 6  f r o m  c o m m i t t e e  w i t h  i n d i v i d u a l  r e c o m m e n d a t i o n s .  T h e r e  w e r e  n o  o b j e c t i o n s .

S B  1 5 1  - P a t  P o u r c h o t , A d m i n i s t r a t i v e  A s s i s t a n t  to the S e n a t e  R e s o u r c e s  

C o m m i t t e e  t e s t i f i e d  r e g a r d i n g  c h a n g e s  in t h e  c o m m i t t e e  s u b s t i t u t e .  H e  l i s t e d  

f o u r  p r o v i s i o n s  to p r o v i d e  s a f e g u a r d s  to t h e  S t a t e  to p r o t e c t  a g a i n s t  p o s s i b l e  

p r o b l e m s  ir. c r e a t i o n  of a u t h o r i t i e s  a n d  i s s u a n c e  of r e v e n u e  b o n d s :

(1) t h e  n u m b e r  of p e t i t i o n e r s  to i n i t i a t e  c a l l i n g  a n  e l e c t i o n  

w a s  r a i s e d  f r o m  50  to 1 0 0 ;

t2) a s u n s e t  p r o v i s i o n  b a r r i n g  e s t a b l i s h m e n t  of a u t h o r i t i e s  a f t e r  

J u n e  3 0, 1 9 8 6 ;

(3) A C o v e r n o r ' s  f i n d i n g  of a n  a u t h o r i t y ;

(A) A s t a t e  b o n d  c o m m i t t e e  f i n d i n g  p r i o r  to i s s u i n g  r e v e n u e  b o n d s .

A l e t t e r  of i n t e n t  w a s  a l s o  p r e s e n t e d  w h i c h  a d d r e s s e d  l i a b i l i t y  b y  t h e  s t a t e  

•is a v i s  r e g i o n a l  a u t h o r i t i e s  a n d  t a x - e x e m p t  r e v e n u e  b o n d s .



'N el s o n  - r e p r e s e n t i n g  t h e  A l a s k a n  E n v i r o n m e n t a l  L o b b y  t e s t i f i e d  t h a t  

d o e s  n o t  s u p p o r t  t h e  b i l l  a s  p r e s e n t l y  w r i t t e n .  H e  f e e l s  it w o u l d  l e a d  

p o t e n t i a l l y  u n s o u n d  d e v e l o p m e n t s .  I n  p a r t i c u l a r ,  he  s t a t e d  t h a t  it c o u l d  

''result in t h e  S t a t e  o b l i g a t i o n  to b a i l  o u t  a n y  p r o j e c t  in o r d e r  to k e e p  t h e  

S t a t e ' s  c r e d i t  r a t i n g .  H e  s u g g e s t e d  a l t n e r a t i v e s  a n d  a l i s t  of  a m e n d m e n t s .

M a r y  L o u  M e i n e r s , D i v i s i o n  of E l e c t i o n s  p r e s e n t e d  a f o r m u l a  f o r  c o n s i d e r a t i o n  

i n  t h e  b i l l  w h i c h  w o u l d  g o v e r n  t h e  n u m b e r  of s i g n a t u r e s  r e q u i r e d  f o r  c a l l i n g  

f o r  a n  e l e c t i o n  to e s t a b l i s h  a n  a u t h o r i t y .

D a n  C a s e y , D e p a r t m e n t  of T r a n s p o r t a t i o n  t e s t i f i e d  t h a t  t h e  A d m i n i s t r a t i o n  

s u p p o r t s  t h e  c o n c e p t ,  b u t  n e e d s  m o r e  t i m e  to s t u d y  t h e  b i l l .  H e  r e c o m m e n d e d  

t h a t  t h e  b i l l  n o t  b e  h e l d  in t h e  C o m m i t t e e .

T e r r v  E l d e r , D e p a r t m e n t  of C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  v o i c e d  t h e  
s a m e  c o n c e r n s  a s  D a n  C a s e y .

S e n a t o r  M u i c a h y  m o v e d  a nd a s k e d  u n a n i m o u s  c o n s e n t  t h a t  c o m m i t t e e  s u b s t i t u t e  

f o r  S B  1 5 1 ,  i n c l u d i n g  p r o p o s e d  a m e n d m e n t s ,  b e  p a s s e d  f r o m  c o m m i t t e e  w i t h  

i n d i v i d u a l  r e c o m m e n d a t i o n s .  T h e r e  w e r e  n o  o b j e c t i o n s .  H e  t h e n  m o v e d  

t h a t  t h e  l e t t e r  of i n t e n t  be m o v e d  f r o m  c o m m i t t e e .  T h e r e  w e r e  n o  o b j e c t i o n s .

M e e t i n g  a d j o u r n e d  3 : 4 5  p . m .

- March 25, 1983 - Senate Resources Committee
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M E M B E R S  P R E S E N T

S e n a t o r  F a h r e n k a m p  

S e n a t o r  Z i e g l e r  

S e n a t o r  E l i a s o n

S e n a t o r  V i c  F i s c h e r  

S e n a t o r  M u i c a h y  

S e n a  t o r  S t u r g u l e w s k i

S B  1 5 1  - A n  A c t  r e l a t i n g  to R e g i o n a l  R e s o u r c e  

D e v e l o p m e n t  A u t h o r i t i e s

S B  1 5 1  s e t s  u p  a p r o c e d u r e  f o r  e s t a b l i s h i n g  a r e g i o n a l  r e s o u r c e

a u t h o r i t y  w h i c h  c o u l d  f i n a n c e  i n f r a s t r u c t u r e  s u c h  a s  r o a d s ,  p i p e l i n e s  a n d

p o r t s  f o r  r e s o u r c e  d e v e l o p m e n t  p r o j e c t s .  T h e s e  r e s o u r c e  d e v e l o p m e n t  a u t h o r ­

i t i e s  w o u l d  be c r e a t e d  w i t h  a p p r o v a l  of v o t e r s  in t h e  r e g i o n a l  e d u c a t i o n  

/ - a t t e n d a n c e  a r e a ,  a n d  be r u n  b y  a n  8 - m e m b e r  b o a r d  of e l e c t e d  a n d  a p p o i n t e d  

e m b e r s .
v .

A d r a f t  c o m m i t t e e  s u b s t i t u t e  c o n t a i n i n g  a m e n d m e n t s  w o r k e d  o u t  b y  t h e  

m i n e r a l  c o m p a n i e s  i n v o l v e d  in d e v e l o p m e n t  in n o r t h w e s t  A l a s k a  w h o  m a y  be 

a f f e c t e d  b y  t h i s  l e g i s l a t i o n  w a s  a l s o  d i s c u s s e d .

T e r r y  E l d e r , S t a t e  of A l a s k a ,  D e p a r t m e n t  of C o m m e r c e  t e s t i f i e d  

t h a t  t h e  A d m i n i s t r a t i o n  h a s  n o t  y e t  t a k e n  a p o s i t i o n  o n  t h e  b i l l .  H e  
e m p h a s i z e d  t h a t  a l l  D e p a r t m e n t s  s h o u l d  h a v e  i n p u t  i n t o  t h i s  d e c i s i o n .

D o n  A r g e t s i n g e r , N A N A  c o r p o r a t i o n ,  t e s t i f i e d  r e g a r d i n g  t h e  n e e d  f o r

t r a n s p o r t a t i o n  in t h e  a r e a  w h e r e  t h e  R e d  D o g  M i n e  p r o j e c t  is  l o c a t e d .  O t h e r

t o p i c s  d i s c u s s e d  w e r e  t h e  d e v e l o p m e n t  of l o c a l  g o v e r n m e n t ,  c r e a t i n g  a m u c h

n e e d e d  t a x  b a s e ,  a n d  t h e  r e l a t i o n s h i p  b e t w e e n  N a N A  a n d  t h e  A u t h o r i t y .  He

s t a t e d  t h a t  N A N A  p r e f e r r e d  t h e  d r a f t  c o m m i t t e e  s u b s t i t u t e .

S e n a  t o r  f  i sc. h e r m o v e d  t h a t  C S  1 5 1  be p l a c e d  b e f o r e  t h e  c o m m i t t e e .  T h e r e

w e r e  no o b j e c t i o n s .

Hank- ( l l e r g e r i c h , M a n a g e r  of C O M I N C O  d i s c u s s e d  t h e  R e d  D o g  M i n e  p r o j e c t  

inc lud i n g  f i n a n e  i n g , m i n i n g  i n v e s t m e n t  c o s t s  in c o n t r a s t  to o i l  i n v e s t m e n t  

c o s t ,  s i m i l a r i t i e s  t o  p r o j e c t s  in C a n a d a  a n d  t h e  k e y  r o l e  of t r a n s p o r t a t i o n  

to p r o j e c t  s u c c e s s .

E r i c - W o h l f o r t h, a t t o r n e y  f or  C O M I N C O  d i s c u s s e d  t h e  c h a n g e s  in d r a f t  

c o m m i t t e e  s u b s t i t u t e  f r o m  t h e  o r i g i n a l  b i l l  i n c l u d i n g  t e r m s  a n d  n u m b e r  of 

m e m b e r s  o n  t h e  b o a r d ,  a n d  a c c e s s  to f a c i l i t i e s .  H e  s t r e s s e d  t h a t  a g o v e r n ­

m e n t  e n t i t y  is n o t  b e i n g  f o r m e d .  D i s c u s s i o n  f o l l o w e d  r e g a r d i n g  i n d e b t e d n e s s ,  

a n d i n g ,  p o w e r s  of  t h e  a u t h o r i t y ,  c o n s t i t u t i o n a l i t y ,  t h e  l e g i s l a t u r e ' s  

. b i l i t y  to r e p e a l ,  t h e  e f f e c t  o n  s t a t e  o b l i g a t i o n s  a n d  b o n d  r a t i n g  a n d  

c r e a t i o n  of d i f f e r e n t  e n t i t i e s  v i s  a v i s  l o c a l  g o v e r n m e n t s .



/  H a r r i s  S a x o n , E l y ,  . G u e s s  a n d  R u d d  L a w  f i r m  r e p r e s e n t i n g  G C O  M i n e r a l s  

^ t i f i e d  t h a t  h e  w a s  p a r t i c u l a r l y  i n t e r e s t e d  in t h e  g u a r a n t e e d  e q u a l  a c c e s s  

fo  f a c i l i t i e s .  H e  f u r t h e r  d i s c u s s e d  s u p p o r t  f o r  t h e  c o m m i t t e e  s u b s t i t u t e  to 

/ f e v e l o p r a e n t  o f  m i n e r a l s  in N o r t h w e s t  A l a s k a .

C R u s s  B a b c o c k , B e a r  C r e e k  M i n i n g  C o m p a n y ,  t e s t i f i e d  in g e n e r a l  s u p p o r t

of S B  1 5 1 .

M a r y  L o u  M e i n e r s , S t a t e  o f  A l a s k a ,  D i v i s i o n  of E l e c t i o n s  t e s t i f i e d  t h a t  

t w o  s p e c i a l  e l e c t i o n s  w o u l d  b e  n e c e s s a r y .  T h e  f i s c a l  n o t e  s u b m i t t e d  to t h e  

R e s o u r c e  C o m m i t t e e  d e t a i l s  c o s t  of o n e  s p e c i a l  e l e c t i o n  in a n  R E A A  D i s t r i c t .  

S h o u l d  t h i s  l e g i s l a t i o n  p a s s ,  s h e  s u g g e s t e d  t h a t  e l e c t i o n s  be  c o n s o l i d a t e d  

if p o s s i b l e .

S e n a t o r  M u i c a h y  v o i c e d  a n  i n t e r e s t  in w h e t h e r  o r  n o t  5 0  s i g n a t u r e s  

o n  a p e t i t i o n  is o v e r l y  l e n i e n t  to c a l l  f o r  a s p e c i a l  e l e c t i o n .

S e n a t o r  S t u r g u l e w s k i  e x p r e s s e d  h e r  g e n e r a l  o p p o s i t i o n  to t h e  c r e a t i o n  o 

n e w  a u t h o r i t i e s  t h a t  m a y  d u p l i c a t e  or c o n f l i c t  w i t h  o t h e r  s t a t e  a n d  l o c a l  

g o b e r n n e n t  f u n c t i o n s .

S e n a t o r  V i c  F i s c h e r  e x p r e s s e d  c o n o e r n  o v e r  t h e  p o s s i b l e  p r o l i f e r a t i o n  

of  r e g i o n a l  a u t h o r i t i e s  a n d  i n q u i r e d  a s  to t h e  i m p a c t s  o n  e s t a b l i s h e d  

a u t h o r i t i e s  s h o u l d  t h e  a u t h o i r i z i n g  l e g i s l a t i o n  be s u n s e t t e d .

M e e t i n g  a d j o u r n e d  a t  5 : 3 5  p . m .

i
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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’ll 

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 m a y b e  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 

o f  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 including:

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 to petition for establishment of
an authority expires on July 1, 1986.

3) Page 2, lines 13-14, a petition to call for an election to establish

an authority must be signed by 1 0 0  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 pub!ic welfare and that, the project i'■ 

economically viable.

9) Page 14, 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 1 0 0  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
■ 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 is present". This simply clarifies that a quorum consti­

tutes a majority of'the members of the board of governors,

2) On page 6 , lines 1 6 - 1 7 r delete the phrase "in accordance with the

Administrative Procedure Act (AS 44,62)", This phrase was not 

contained in the CS which passed out o f  the Resources Committee 
and could be construed as evidence that authorities are somehow 

to be viewed as quasi-agencies of the state,

& ■..3) On page 8 , line 25 delete "AS 30.13,060(f)(1)" and insert in lieu 

thereof "this subsection",' There i.s no subsection (f)(.l)_,

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

Finally, I 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 issued by the authorities not constitute any liability to the state 

or local governments or taxpayers in 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. If 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 is a statewide need and AIDA is a statewide authority. 
Second, AIDA is 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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O n  F r i d a y ,  M a r c h  115 a t  3 : 0 0  p . m .  i n  t h e  B e l t z  R o o m ,  t h e  

S e n a t e  R e s o u r c e s  C o m m i t t e e  w i l l  b e  h e a r i n g  S B  1 5 1 ,  A n  A c t  

r e l a t i n g  t o  R e g i o n a l  R e s o u r c e  D e v e l o p m e n t  A u t h o r i t i e s .

S B  1 5 1  s e t s  u p  a p r o c e d u r e  f o r  e s t a b l i s h i n g  a r e g i o n a l  

r e s o u r c e  a u t h o r i t y  w h i c h  c o u l d  f i n a n c e  i n f r a s t r u c t u r e  s u c h  

a s  r o a d s ,  p i p e l i n e s  a n d  p o r t s  f o r  r e s o u r c e  d e v e l o p m e n t  p r o j e c t s .  

S i m i l a r  t o  p o r t  a u t h o r i t i e s ,  t h e  r e s o u r c e  a u t h o r i t y  c o u l d  

f i n a n c e  t h e s e  f a c i l i t i e s  t h r o u g h  t a x - e x e m p t  r e v e n u e  b o n d s .

T h e  a u t h o r i t i e s  w o u l d  o n l y  b e  a u t h o r i z e d  in t h e  u n o r g a n i z e d  

b o r o u g h  w h e r e  n o  b o d i e s  c u r r e n t l y  e x i s t  to f i n a n c e  s u c h  p r o j e c t s  

in t h i s  m a n n e r .  S h o u l d  a b o r o u g h  l a t e r  b e  e s t a b l i s h e d ,  t h e  

a u t h o r i t y  w o u l d  d i s s o l v e  a n d  f o l d  i n t o  t h e  b o r o u g h .  T h e r e  Is 

c u r r e n t l y  h i g h  i n t e r e s t  f o r  s u c h  a n  a u t h o r i t y  i n  n o r t h w e s t  A l a s k a  

to f a c i l i t a t e  d e v e l o p m e n t  o f  t h e  R e d  D o g  l e a d / z i n c / s i l v e r  

d e p o s i t s .

R e s o u r c e  d e v e l o p m e n t  a u t h o r i t i e s  w o u l d  b e  c r e a t e d  t h r o u g h  

t h e  D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s ,  w i t h  a p p r o v a l  

of v o t e r s  i n  t h e  r e g i o n a l  e d u c a t i o n a l  a t t e n d a n c e  a r e a ,  a n d  be  

r u n  b y  a 5 - m e m b e r  b o a r d .  T h e  b o a r d  w o u l d  h a v e  t h e  p o w e r  to 

p u r c h a s e ,  h o l d  a n d  d i s p o s e  o f  b o n d s .  B o n d s  i s s u e d  w o u l d  n o t  

c o n s t i t u t e  a n  i n d e b t e d n e s s  o r  o t h e r  l i a b i l i t y  o f  t h e  s t a t e  o r  

a p o l i t i c a l  s u b d i v i s i o n ,  e x c e p t  t h e  a u t h o r i t y ,  b u t  w o u l d  be 

p a y a b l e  s o l e l y  f r o m  t h e  i n c o m e  a n d  r e c e i p t s  o r  o t h e r  f u n d s  o r  

p r o p e r t y  o f  t h e  a u t h o r i t y .

T h e  b o a r d  w o u l d  h a v e  t h e  a u t h o r i t y  to a c q u i r e  a n d  d i s p o s e  

o f  p r o p e r t y ,  a n d  m u s t  p r o v i d e  f o r  e q u a l  r i g h t s  t o  a c c e s s  a n d  

u s e  o f  a f a c i l i t y  b y  t h e  p u b l i c  a n d  p r i v a t e  e n t i t i e s .



' "; SB 151 
P a g e  2

A l s o  a t t a c h e d  i s  a d r a f t  C o m m i t t e e  S u b s t i t u t e  c o n t a i n i n g  

a m e n d m e n t s  w o r k e d  o u t  b y  t h e  m i n e r a l  c o m p a n i e s  i n v o l v e d  :Ln 

d e v e l o p m e n t  i n  n o r t h w e s t  A l a s k a  w h o  m a y  b e  a f f e c t e d  b y  t h i s  

l e g i s l a t i o n .  T h e s e  a m e n d m e n t s  c h a n g e  t h e  c o m p o s i t i o n ,  p r o c e d u r e s  

a n d  e l e c t i o n  p r o c e s s  o f  t h e  A u t h o r i t y ' s  b o a r d ;  c l a r i f y  t h a t  

t h e  A u t h o r i t y  d o e s  n o t  h a v e  z o n i n g  a n d  p e r m i t t i n g  powers;; 

p r o v i d e  a n  a s s u r a n c e  o f  a c c e s s  to f a c i l i t i e s  b y  o t h e r  u s e r s ;  

o u t l i n e ,  a p r o c e d u r e  f o r  d e t e r m i n i n g  i f  a p r o j e c t  q u a l i f i e s  
f o r  b o n d i n g ;  a n d  m a k e  o t h e r  t e c h n i c a l  c h a n g e s .
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D E P T .  O F  C O M M U N I T Y  &  R E G I O N A L  A F F A I R S

• • OFF/oF OF T H E  C O f / M I S S I O N E R

Bill Sheffield, Governor

P O U C H  B
JU N E A U , A L A S K A  9 9 8 1 1  
P H O N E : 1907) 4 6 5 -4 7 0 0

A p r i l  12 1983

S T A T E M E N T  O F  F I S C A L  I M P A C T

RE: C S  S B  151 ( R e s o u r c e s )

S P O N S O R :  S e n a t e  R e s o u r c e s  C o m m i t t e e

O n  p a g e  s i x  of t h e  b i l l  is a list o f  the p o w e r s  o f  the authority. 
I n c l u d e d  in t h o s e  p o w e r s  is t h e  a b i l i t y  to a c c e p t  o r g a n i z a t i o n a l  
g r a n t s .  T h e  f o l l o w i n g  b r e a k - d o w n  is f e l t  to a p p r o x i m a t e  the 
o r g a n i z a t i o n a l  c o s t  o f  a n  a u t h o r i t y .

M e e t i n g  F e e s
T r a v e l  for L o c a l  M e m b e r s
P e r  D i e m  for L o c a l  M e m e b e r s
A t t o r n e y ,  L e g a l  a n d  R e c o r d i n g  Fees
F i n a n c i a l  S e r v i c e s

fc 2,500 
$ 4,000
$ 3,000
$ 15,000 
$ 5,000
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I. REGUEST II. FISCAL DETAIL

B1 j i/Resolution N o . : HCSCSSBT5 1____________
Title: "An Act relating t o  RRbA s" 
Sponsor: Fahrenkamp, ,  K e r t t u l a .  F e r g u s o n ,  
Requestor: F i s c h e r  House  C.  & R . A. f l

A g e n c y  A t feezed: Office of the Governor 

P r ogram Category A n e c t e o E x e c . Operations

BRU ,  Program of S u b p r o g r a m s  'Affecteo: 

D i v i s i o n  o f  E l e c t i o n s
•

EXPENDITURES/REVENUES: (Thousands’of Dollars)

O P E R A T I N G

FY 33 1 FY 8 4  1 FY 35 i rY 8 6  i FY 87 i FY 8 8  I

1 1 1 I 1

100 PER S O N A L  SERVICES

200 T R A V E L

300 C O N T R A C T U A L  .

400 C O M M O D I T I E S  - 

5 0 0  E Q U I P M E N T  

600 L A N D  & S T R U C T U R E S  
700 GRANTS, CLAIMS, ETC

I 1 1 1 1

! ,,4 1 1 1 1

1 19.6 1 10.4 1 1 . 0  1 i -  I

1 .6 * 1 1 1 1

1 - 1 I 1 1

1 • 1 1 - 1 (

1 1 ’• 1 1 1
1 - 1 1 1

1O 1AL OPERAiING 1 -0- 1 20.6 1 10.4 11.0 1 1

c C A PITAL

I REVENUE 1 1 ! 1 1 i

FUNDING: (Thousands of Dollars) • »

G E N E R A L  FUND -n- I 20.6 1 10.4‘ 1 11.0 » l I
FEDERAL FUNDS 1 l 1 I 1

O T HER (Specify S o u r c e ) - I 1 i I 1 1

1 I I i 1 I

POSITIONS:

F U L L - T I M E  • • 1 I 1 1 I 1

P A RT-TIME 1 1 1 1 1 1

TEMPORARY 1 1 1 1 1 1

3
III. S O U R C E  OF FUNDS T O  O F F S E T  FISCAL IMPACT OF BILL:

IV. A NALYSIS: A t t a c h  a separata page for any Analysis

Pr e p a r e d  B y i j -inrfa H u p e r e ,  Administrative A s s i s t a n t ________________  Phone:

Division: Division of Elections____________________ a__________________ Date: 5/25/83

A o o r o v e d  by Commi s s i o n e r :  <■/[ Date:

Department: flffire of the I i PM tenant w v e r n o r __________________

Distribution:
Original to L e g i s l a t i v e  Finance

Co o v  to O f f i c e " o f  M a n a g e m e n t  and 3udcet (for Legislature introduced bills)

Co o y  to D e p a r t m e n t  (for G o vernor introduced bills)

CoDy to S D c n s o r
Co p y  to R e q u e s t o r  (if different from SDonsor) 1 3/8/8!



-r.v. STATE OF ALASKA 

FISCAL NOTE Revision'Oate 5 / 2 5  » 1983 [

II. FISCAL DETAILREQUEST
Bill/Resolution N o . : cs sb 1 5 1  (Resources) Agency Affected: n r r w w , n < P. Affs.

Title: ^g-inn^i B&soursg Dayalopment Program Category Affected: Development
Sponsor: Cawafnr F a W n f c a n m _______________BRU, Program of Subprogram(s) Affected:
R e q u e s t o r :  House C S RA Committee________  Local Government Assistance_________ '__

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING ■ •

FY 83 FY 84 FY 85 FY 86 FY 87 FY 88
.

100 PERSONAL SERVICES 

200 TRAVEL. '

3 0 0  C O N T R A C T U A L • 7 >  - 
400 COMMODITIES , 

5 0 0  EQUIPMENT 

600 LAND & STRUCTURES 

7 0 0  GRANTS, CLAIMS, ETC

.

* •

TOTAL OPERATING 29.0 -0 - •-0- -0- -0 -

i'j

li

CAPITAL

c REVENUE

FUNDING: (Thousands of Dollars)

G E N E R A L  FUND 

FEDERAL FUNDS 

O T H E R  ^Specify Source)

1 ' 29.0 -0 - -0 - -0 - -0 -

POSITIONS:

FULL-TIME

PART-TIME

T EMPORARY ■ ’

101

• *

III. S O U R C E  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

Doug griffin___________________________Prepared By:_ 

Division: Local Government Assistaprc

Approved by Commissioner: 

Department: Community & Regional

Phone: 465-4707
Date: 5/25/83

Date: 5/25/83

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 B I L L  151

A S S U M P T I O N S:

1. An e l e c t i o n  w i l l  be held in one REAA area creatinq 
one R e g i o n a l  Resource D e v e l o p m e n t  Authori'v. If the 
e l e c t i o n  does not take plac e at the same time as a 
r e g u l a r l y  sch eduled REAA election, there will be a 
fiscal impact.

2. The above q u e stion passes and an e l e c t i o n  of the
initial five m e m b e r  board takes place not less than
60 nor more than 90 days after the order of election. 
There w i l l  be a fiscal impact.

3. S u b s e c u e n t  election uf members, after the initial
members' terms have expired, takes place at the same 
date as a reau larlv scheduled REAA election. Onlv the 
C o n t r a c t u a l  Services c a t oao rv will be a f f e c t e d  and is 
figured at 6% inflation.

4. This a n a l y s i s  is computed for an e l e c t i o n  of an RRDA 
and b o a r d  m e m b e r s  for one PFAA area. If there should 
be e l e c t i o n s  in all 21 r.F,AA areas, m u l t i p l y  $20.6 x 21 
to c o m pute  the fiscal impact. (432.6)



HB 377 T ITLE  & SPONSOR SUMMARY 0 9 :4 7  5/26/8,s
AMENDED T IT L E ; '
AN AC! RELATING TO REGIONAL RESOURCE DEVELOPMENT AUTHORITIES ,
AND PROVIDING FOR AN EFFECTIVE DATE

PRIME SPONSOR: 
CO-SPONSORS: 
CURRENT STATUS■

HOUSE RESOURCES COMMITTEE,

.'5/19/83 IN  ( I I )  STATE LOANS

HB 377 HOUSE ACTION
DATE SEQ PAGE

04/22/83 01 0992
05/19/83 02 1 427

0 5 / i 9/83 03 1427
05/19/83 04 1 427

©5/19/83 05 1 427
05/19/83 06 1 427

•)(• v * X  X X X

REFERRAL : F,. NANCE 
0 9 : 4 7  5/26/83

LEG ISLAT IVE ACTION

FIRST READING .....  COMMITTEE REPORTS
C6RA CS03 , NR03
G6RA F/NOTE USE SIJPPL *63
CNRA F/NOTE EQUALS ZERC
MOVED FROM RES TO LOAN BY UNAN CONSENT
CMTE REFERRALS CHANGED
STATE LOANS
FINANCE
RULES

• X X X  X X X  X X X



SB 151 T ITLE  & SPONSOR SUMMARY 
AMENDED TITL.E : CSSB 1 51< F IN  >
AM ACT RELATING TO REGIONAL. RESOURCE DEVELOPMENT AUTHOR IT IES ; 
AND PROVIDING FOR AN EFFECTIVE DATE

0 8 : 1 9  5 /26 /3 3  PAGE 1 OF 3

GENERAL DOLLARS: $ 2 0 ,6 0 0  I F .  NOTE)

P R IH  E S P 0 N S 0 R ■ F A H R E N K A M P *
OTHER DOLLARS: *0

CO-SPONSORS: KERTTULA, FERGUSON, F IS C H E R ,P . ,
C; U R R E N T S T A T U S :  5  / 0 5 / 3 3  I N  < 11) C A R A R E F  E R R A I...: R E S  0  U R C E S
SB 151 SENATE ACTION 0 8 : 2 0  5 /26/83  PAGE 2 OF

LEG ISLAT IVE ACTION

F IR  S T R E A D IN G - - C 0 M r i I T T E E R E P 0 R T S
RES   CSG2, NR0 2 ,  OTHER©1
RES LETTER OF !l NTEN 
F IN  -- CS05 , MR©2 
F IN  F/NOTE SEN SIJPPL $17  
RLS •• •■ DNPOi , F IN  CSG4, NR02., OTHER©4 

TAKEN UP IMMEDIATELY 
SECOND READING

f . :n cs a d o p t e d  by  jn a n  c o n s e n t

ADVANCED TO 3RD READING BY UNAN CONSENT 

T H I R D  READING
SEN LETTER OF INTENT ADOPTED 
PASSED BY D IV  15-04 -01 
EFFECTIVE DATE VOTE SAME AS PASSAGE 
NOTICE OF RECONSIDERATION GIVEN 
RECONSIDERATION NOT TAKEN UP

X X X  X X X  X X- K
03 :2 0  

LEG ISLAT IVE  ACTION

DATE SEG PAGE

02/25/83 01 0266
04/06/83 02 050?
(•) 4 / 0 6 / 3 03 0589
04/13/33 04 0631
04/13/83 05 0681
05/03/83 06 0 3 7 8

05/03/33 07 0379
05/03/83 03 0879
05/03/83 09 0879
05/03/83 10 0379'

05/03/83 1 1 0879
05/03/33 12 0880

05/03/83 13 0800
05/03/83 14 0380

05/04/83 1 5 0895
X X  X X X  )(• x «

SB 151 IHOUSE ACT ION
DATE SEG PAGE

05/05/83 16 1 1 87

X X  X X X X X X

5/26/83  PAGE 3 OF 3

F IRST READING 
CAR A
RESOURCES
FINANCE
RULES

X X  K X  X  X

COMMITTEE REPORTS

X .v X
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Kuplesky then illustrated his 
point. "A good example is the • 
New’York Urban Development 
Autho rity / he said. “They • 
defaulted, and we shut ofi the ■ 
credit to the sfate of New York."
' What happened? "The ’ . 

Legislature came up with the •: 
money, and fairly quickly, too /’
• Then there's the Washington 
Public Power Supply System, a 
state corporation wnich issued 
$225 billion worth of revenue 
bonds to build nuclear reactors. 
Most of the reactors are unbuilt, 
and those that are went way over 
budget. The first payments on 
the bonds are coming due, and 
default looms.

Last week, a special report by 
a Chicago economic consultant

the event of a default. Even, 
though the project was an •. *..! ' 
independent corporation; the- 
study predicted the cost of 
borrowing by Washington state 
would go up about two 
percentage points.' -. • .

<ln other words, corporation 
•debt is state debt, on obligation 

/o f all the citizens, in Alaska, the- 
$8.5 billion total works out to 
$21,250 for every man, woman 
and child in the state. The 19S3 
payment on that debt is $426 
million. Each year’s payments 
increase until a high of $500 
million is reached in 1992, after 
which they slowly decline.

While the future oi the Tyee 
project is uncertain, the $29 per 
barrel’oil may have already

Susitna itself. But much of the 
: cash to pay for Susitna‘will ne> 

arrive because oil prices *
. dropped, throwing the entire 

•, project in jeopardy. . •
"The timing of the drop in 

prices could not have been 
. worse,” APA finance director 
. Benish said.' ('Our whole ’
* philosophy was to take Prudh 
. Bay oi., vest it in hydro, anc

back and smile while the rest'
• ’ the world went crazy.".; • •.

. But the price of oil did go 
down. •*: .*•••"•

"If you’re one of those peo 
who thinks the real cost of oil 
decline over the years, then 
hydro doesn’t make sense,” 
Benish said. The real cost of c 
its value in uninflated dollars 

See State, pagi
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COMMITTEE REPORT 

HOUSE

(7)

5 / 5 / 8 3  

Mr. S p e a k e r :

T h e  C o m m i t t e e  on

F U R T H E R
F I N ANCE

C O M M U N I T Y  &  R E G I O N A L  A F ^ ‘TRS
.as h a d

CSSB 1 5 1 (Fin)

îA'n A ct r e l a t i n g  to R e g i o n a l  R e s o u r c e  D e v e l o p m e n t  A u t h o r i t i e s ;  and 
p r o v i d i n g  for an e f f e c t i v e  date."

u n d e r  c o n s i d e r a t i o n  and reports it b a c k  as f o l l o w s :

[ ] do p a s s  [ ] do n o t  p a s s

[ ]

[ > < 1

[ ] 

[ ] 

[ )

do p a s s  w i t h  a t t a c h e d  a m e n d m e n t s ( s )

r e p l a c e  w i t l y C S  f o r  S i ?  J C cL f-jZ A )
[ > ^  s a m e  t i t l e  
[ j n e w  t i t l e

a n d  r e c o m m e n d s

A N D  a t t a c h e s  a " L e t t e r  of I n t e n t " [ X ]  I ^ T F i s c a l  N o t e . X t ^ T ' ^ ^ '  

[ ] Zero Fiscal Note Attacned
r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n

r e f e r r e d  to the C o m m i  t t e e

M E M B E R S  S I G N I N G  
DO P A S S

M E M B E R S  H A V I N G  
O T H E R  R E C O M M E N D A T I O N S :

^  C . T X  U A -  O-i t

\k\J-- ( Ps-rUu I  T )  a l\) , -I /Z.jj

j O l f U ^ n U  '■$<? f \ f t f f p r f  $C\

)X - 0  o  vc .rr ftysr

S u .  H & /7 7

C H A I R M A N

H 60



Alaska Environmental Lobby, Inc.
419 6th Street, Suite 328 Juneau, Alaska 99801 907-5S6-2345

24 March 1983

REGIONAL RESOURCE D E V E L O P M E N T  A U T H O R I T I E S :
ISSUES A ND PROBLEMS

I N T R O D U C T I O N

Senate B i l l  151 allows the creation of 21 Regional Resource 
D evelopment  A u t h o r i t i e s  in Alaska, with full powers to issue 
revenue bonds for m i n i n g  roads and ports. This bill would 
immediately b e nefit the d e v e l o p m e n t  of the p r o p osed Red Dog 
mine in nor thwest Alaska. B u t  the larger issue is w h ether 
the state needs to create a new form of g o v e r n m e n t  in the 
unorga n i z e d  borough w h i c h  can issue u n l i mi ted amounts of tax 
exempt revenue bonds.

TAX E XEMPT BONDS

Bonds are usually tax e xemp t when  they are issued by a state or 
local go ver n m e n t  (or an agent of a state or local government) 
and are used for a public purpose. Because the interest on 
these bonds is e xemp t from federal taxes, they are popular 
with investors, and hence have lower interest rates. General 
O b l i g a t i o n  Bonds require approval by the voters and are usually 
paid off by taxes or any other state revenues. R f venue bonds 
should pay for themselves, out of the revenues from the project 
that was financed by the bonds, ’n this case a "toll" on mining 
d e v elopmen ts 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 b i l l i o n  debt was incurred by revenue 
bonds---in other words, w i t h o u t  voter approval.

After RRDA's are e s t a b l i s h e d  by local elections, they can 
issue tax exempt revenue bonds for roads and harbor development. 
The issuing of these bonds does not require either state approval 
or voter approval, accor ding to the c u rre nt commit tee bill.
B e c a u s e  the interest rates on these bonds would be lower than 
the rates for bonds issued by pri vate corporations, they could 
encourage m ining d e v e l o p m e n t  that might  not otherwise be possible. 
The effect is marginal, as the c u rren t d iff erence in interest 
rates is about 3%, but the mining c o m p anies insist that this 
a dvantage is essential for profitability.

A L A S K A  C E N T E R  F O R  T H E  E N V I R O N M E N T  •  A L A S K A  C H A P T E R .  S I E R R A  C L U B  •  A N C H O R A G E  A U D U B O N  S O C I E T Y  

A R C T I C  A U D U B O N  S O C I E T Y  •  D E N A L I  C I T I Z E N S  C O U N C I L  •  F R I E N D S  O F  T H E  E A R T H  •  J U N E A U  A U D U B O N  S O C I E T Y  

K A C H E M A K .  B A Y  C O N S E R V A T I O N  S O C I E T Y  •  N O R T H E R N  A L A S  CA E N V I R O N M E N T A L  C E N T E R  

S I T K A  C O N S E R V A T I O N  S O C I E T Y  •  S O U T H E A S T  A L A S K A  C O N S E R V A T I O N  C O U N C I L
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PAYING OFF REVENUE BONDS

The tolls form the roads and port facilities normally would 
pay the interest and p r i n c i p l e  due on the bonds. If the 
m ining company fails to pay the tolls and charges required 
to pay for the r o a d f the a u t h o r i t y  will be able to take legal 
action against the m i n i n g  company. If, however, there is a 
deep" slump in minera l prices, the raining company may go 
bankrupt, and the a u t h o r i t y  will have no way to pay off the 
b o n d s — except b y  g oing b a c k  to the state of Alaska and asking 
for more money.

Under SB 151, the state of A l a s k a  has no legal obligation to 
help authoriities in trouble. As a pra ctical matter, however, 
the state must  come to the rescue, or suffer the consecruences 
of having the reput a t i o n  of A l a ska 's bonds all being suspect. 
This is a p r o b l e m  co mmon to all state authorities. An article 
in the Sunday, M arch 20, e d ition of the Anc horage Tiraes , 
"'Separate' A g e n c i e s  R e l y  on State Backup" investigated 
this problem. Harold Kuplesky, of the Bankers Trust Company, 
authorized a $50 m i l l i o n  line of credit to the Alaska Power 
Authority. The Times reported:

Harold Kupl esky isn't worried. Why? "As a backup, 
we have the state of A laska standing behind the 
project." And if Tyee isn't finished and the state 
refuses to pay off the loan? "The m a r k e t  looko very 
dimly on people who do not honor their obligations," 
Kuplesky replied.

Kuplesky then i l lustrated  his point. "A good example 
is the N e w  York Urban D e v e l o p m e n t  Authority," he said. 
"They defaulted, and we shut off the credit to the 
state of N e w  York."

"What happened? "The Legi sl a t u r e  came up with the money, 
and fairly quickly, too."

THE BABY ELEPHANT P H E N O M E N O N

A report to the L e g i s l a t i v e  Budget and Audit Committee, 
"Alaska's Public Corpor a t i o n s , "  by the Institute of Public 
Admini stration (Jan. 1982) d e s c r i b e d  this situation in more 
vivid terms on page 48:

History has shown very clearly that unless state g o v e r n­
ments become involved in any bail out arrangements for 
their corporate subsidiaries, state credit will be 
damaged if not cut off by bond m arket participants.
Market analysts call this the 'baby elephant p h e n o n m c n o n ' 
The elephant (the indebted c orporati on in trouble) 
stumbles up on the state's front porch and says, "feed 
me or I'll fall down dead  on your doorstep."
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In Senate Bill 151, e lections for R e g ional R e s o u r c e  Development 
Authorities will be paid for by the state. The operating 
expenses for the aut horities 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, m u n i cipal g o v e r n m e n t s  and 
the federal .jovernment.

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 g o v erned by a b o a r d  of eight members. Five 
are elected by voters in the region (a region has the same 
bounda r i e s  as one of the regional e d uc ational attenda nce areas) 
and three are appointed by the governor. The au thority has been 
likened to a single purpose local government. It is e s t a b l i s h e d  
to build roads and ports, but it does not have powers of land 
use planning, zoning, permitting, or taxation. The bond issues are 
approve d by the Board, but are not voted on by the members of 
the region.

Ad e ve lopmcnt authority may be succeeded by a first or second 
class borough. If an authority fails and goes bankrupt, 
the subsequent formation of a borough m a y  be compli cated or 
prevented by the legal and financial w r e ckage of the authority.

ALTERNATIVES TO REGIONAL RESO URCE D E V E L O P M E N T  A UTHORIT IES

There are several alter n a t i v e s  to RRDA's which provide tax 
exempt bonding and local control, without risking the state's 
credit rating.

1. One alternativ e is to form a new b o r o u g h  in the area(s) 
that wants to develop roads and ports. The revenue bonds 
would be issued by the b o r ough or an intramentality of 
the borough, as was done in Valdez. Beca use the borough 
has powers if planning, zoning, and permitting, g.eater 
loca] cont* il is possible than w i t h  RRDA's.

2. Another  alternativ e is to m o d i f y  the A l a s k a  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 ex tended to include rural 
a r e a s .

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, areaw i d e  
transport ation planning is encouraged, and the chaos of
21 spearate transportatio n au tho r i t i e s  is avoided. A d d i t i o n a l  
statuatory provisions for local r ev iew of state projects 
would be needed.

OTHER STATE SUBSIDIES



" 'O ne o f th o se  p eo p le” . ' * ‘ >  
h a p p e n s  fo 'b y  C n a r le s  L ogsdon , •’ 
th e  m a n  w h tn ^ in  c h a rg e  of . 
p re d ic tin g  oil p r ic e s  fo r th e  s ta te  
o f A la sk a . “W e b e liev e  oil p r ic e s  j  

' w ill g o  u p  a t  a  r a t e  b e low  
in f la tio n  un til th e  end  o f th is  
d e c a d e , and  th en  s low ly  r i s e ,” •" 
L ogsdon  sa ld . ' ' .  )'• , \  .

So th e  h y d ro  p ro je c ts  m a y  b e  
th e  f i r s t  v ic tim s  o f th e  low e r o il f ; 
p r i c e s . . i , ; . ;  '

T h e  s to ry  is a  h a p p ie r  o n e  fo r 
th e  o th e r  s ta te  c o rp o ra t io n s . • 
A H FC , w ho se  $6.5 b illion to ta l 
d e ^ t is th e  la rg e s t ir. A la sk a , h a s  
p ro te c te d  its e lf  u p  o n e  s id e  a n d  '■ 
dow n th e  o th e r  w ith  m u ltip le  : 
le v e ls  o f in s u ra n c e . . . . . . .  '

"W e  w ou ld  h a v e  to  h a v e  a  ‘ * 
G re a t D ep re ss io n  tw o  o r  th r e e  
t im e s  to  c a u s e  o u r in s u ra n c e  
c om p an ie s  to  go  b a n k ru p t ,"  s a id  
f o rm e r  A H FC  d ir e c to r  G o id b a r . 
" F o r  A H FC  to  d e fa u lt , th in g s  
would h a v e  to  be so  b a d  th a t  . 
m o r tg a g e  p a y m e n ts  w ou ld n ’t 
m a t t e r ;  w e ’d  a ll b e  in th e  s t r e e t s ’ 
look ing  fo r th e  n e x t a p p le .”, , :

T h e  A laska  In d u s tr ia l  '. . 
D ev e lo pm en t A u th o r ity  p ro te c ts  
i ts  $250 m illion  in  d e b t by on ly  . 
lo an in g  o u t 75 p e r c e n t  o f th e  
v a lu e  o f th e  p ro ject* ; it fund s 
d ir e c t ly . A nd, iik e  th e  A H FC , th e  
p ro p e r ty  i ts e lf  is c o l la te ra l . In  
ad d itio n , A ID A  w on ’t  lo an  m o n ey  ; 
fo r a n  o ffice  bu ild in g  u n le s s  it is  •

Continued from page 1-1 ' a lm o s t filled  w ith  te n a n ts  w ho  ■ 
h a v e  s ig n ed  th r e e -y e a r  le a se s .

• “P ru d h o e  B ay  w ou ld  h av e  to  
b low  up  a n d  a n  e a r th q u a k e  would 
h a v e  to  d e s tro y  A n cho rag e , a ll a t  
o n ce , b e fo re  I w ould b e  in  . . . :  
t ro u b le ,” s a id  A IDA  d ir e c to r  
.B e r t W a g n o n . . . . . ^  *;

So  u n le ss  a  p r ic e  w a r  d r iv e s  . 
dow n oi! p r ic e s  to  th e  po in t 
w h e re  th e  t ra n s -A la sk a  p ip e l in e . 
is s h u t  dow n, th e  b ig  s t a t e  • ■ 
co rp o ra t io n s  shou ld  b e  a b  > to  
.p ay  t l i e i r d e b t .  '

F o r  now'. B u t six  y e a r s  from  1 
now , th e  am o u n t of oil p um ped  
ou t o f P ru d h o e  B ay  wiU beg in  to 
d ec lin e , an d  w ith  it, s ta te  
r e v e n u e s  an d  th e  A loskan  . 
e co n om y . B y  th e n , th e  s l a t e ’s 
g e n e ra l  o b lig a tio n  bond s w ill b e  
la rg e ly  p a id  off.

‘ • B ut b e c a u s e  of th e  s ta te  
'• 'vpo ra tion s, w e  w ill n o t b e  d eb t 

. f re e . On th e  c o n tr a ry , th e  lo an s 
m a d e  by  th e  s t a t e  c o rp o ra t io n s  
to d a y  w ill r e q u i r e  h u ge

' p a y m e n ts  w ell Into th e  n ex t 
cen tu ry .,- ,- ..
• In ’1992, fo r in s ta n c e , A H FC  

w ill m a k e  a  b a llo on  p a y m en t o r 
i ts  b o n d s  of $474 m illio n . In  th e  
la s t  s ix  m on th s , th e  h ousing  . . .  
a g e n c y  h a s  b o rrow ed  n e a r ly  half 
a  b illion  d o lla rs , and  c o n tin u e s  to 
se ll b o n d s  on a  m on th ly  basis.-.-,' 
A ID A  is  a lso  se llin g  bond s a t  i  ' '
i o re  m o d e s t p a c e . -

• .“ i t ’s to t a l ly  o u t of c o n tro l ,” 
sa id  J u n e a u  c o n su lta n t T h om a s  
l in g e r ,  a  fo rm e r  s ta te  fisca l 
a n a ly s t w ho  b lew  th e  w h is t l e «. 
T y e t .  "A ll th e se  in d ep en d en t .*•
o rp o ra t io n s  a r e  b o rrow in g  like, 

•zy. I t  w ill c om e  b a c k  to  h aun tM * ,'
W hat b o th e rs  S in g e r is th a t 

th e  a c c um u la t io n  of a ll th is  d e b t . 
w a s  n o t a  re su lt.o f con sc io u s 
d e c is io n s  by  p o lic ym ak e rs . .

“ I t  h a s  i ts  ow n m o m en tu m . . 
I t ’s  l ik e  a  bunch  of m u sh ro om s 
sp ro u t in g  on cow  p a t t ie s  in a  
f ie ld ."  .
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C o m m i t t e e  o n  R e s o u r c e s

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

—  The possibility that bonds issued by authorities would create a liability

or indebtedness to the State or adversely affect State and local bond ratings;

borough



-- 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 local 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 h e  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 of all proposed developments:

-- A provision that state funds cannot be used 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 local 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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