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SB 479:

TESTIMONY CONCERNING SB 479 
SENATE LABOR AND COMMERCE COMMITTEE 

MARCH 1, 1984

"An Act relating to a forest products business loan guarantee 

program; and providing for an effective date."

I. We share with you the deep concern over the grave situation facing 

all aspects of the Southeast timber industry. We are aware the 

larger mills must operate in order for the economics of the small 
operators to function. We have evidenced our concern by:

A. Meeting w ith involved parties and participating in their 

presentations.

B. Meeting wit h other departments and agencies of the State 

attempting to arrive at mutually agreeable and reasonable 
environmental controls.

C. Causing tc be performed overview studies focused on the 

Southeast timber situation. Mor e stuiies and solution alter­

natives will be offered.

II. Our view on this bill is that it offers a solution, but it may not

be aimed at the right problems.

A. The problems of the larger mills' operation appear to be:

1. Markets for their product both as to volume price and 

stability.

2. Raw material supply.

3.. Environmental and operating regulations.

4. Labor costs and efficiency.

III. This bill offers a means of transfer of ownership, but that may be 

only a transfer of the problems from one group to another.

Our view is that the State's assets should be used to solve economic 

problems to the benefit of our citizens. But before we put our 

citizens and the State more at risk by freezing staff assets in a 
guarantee, we should perhaps assist in applying the State's assets 
in solving the major problems.
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S e r i a t e  

Committee on &c5outxcs
MINUTES

March 16, 1984 
3:05 pm

Beltz Room 
Room 211, Capitol

M E M B E R S  P R E S E N T

Senator Fahrenkamp, Chairman  
Senator Ziegler, Vice Chairman 
Senator Eliason 
Senator Paul F i s cher 
Senator Mulcahy  
Senator Sturgulewski

SB 202, An A ct establ i s h i n g  the Yakataga State Forest.

SB 479, An Act r e l a ting to a forest p r o d u c t s  b u s iness loan 
guarantee program.

T E L E C O N F E R E N C E D  TO: Haines, Sitka, Yakatat, Cordova, Ketchikan, 
Fairbanks, Petersburg, and Anchorage.

John Sturgeon, State Forester, Department of N a t u ral R e s o u r c e s , 
spoke in support of the Commi ttee S u b s t i t u t e , e mphasizin g the 
a dvantages w i t h  respect to timbe:: sales. He also di scussed the 
DNR a m e n dment that w o u l d  allow a land exchange.

Senator E l i a s c n m o v e d  to adopt the Comm ittee Substitute. There 
was no o b j e c t i o n .

Phil Holdsworth, A laska Miners Association, J u n e a u , testified in 
support of the Commit tee Substitute, and st ressed the need for a 
m a n a g e m e n t  plan.

Oliver Osborn, President, Cordova Lands Coalition, spoke in 
support of the bill, b u t  objected to DNR's p r o p o s e d  a m e n d m e n t .

Dick Groff, Cordova, spoke in support of ~ne bill.

C A L E N D A R

SB 292



L arry Powell, Mayor, City of Yakutat, spoke in support of the 
bill, u r g i n g  the protec t i o n  o f  the fisheries while prov iding for a 
g r e a t e r  v a r i e t y  of resource development.

Don Bell, Manager, A Taska Loggers Association, K e t c h i k a n , 
testified m  support of the bill.

Cal Kerr, North C oast Mining, A n c h o r a g e , spoke in support of the 
bill. He r e c o m m e n d e d  an inventory of m i n eral s in the area be done 
and additiona l acreage be included.

Jerry HcCutcheon, A n c h o r a g e , suggested an amen dment to require 
that timber from the forest be proce s s e d  in-state.

A1 Harris, A laska Society of American Foresters, J u n e a u , testified 
in support of the bill.

Larry Revell, Y a k u t a t , spoke in support of the bill.

W o l f g a n g  Falke, F a i r b a n k s , pointed out a technical error in the 
statute cit ations referenced in the bill.

SB 479

Richard  Ramsey, Aide t o Senator K e r t t u l a , explained that Forest 
P r o ducts Business Lo','.. Guarantee  Fund money could be used to 
g u a r antee  a loan for financing the purchase of a forest products 
b u s i n e s s .

V i n c e n t  O ’Reilly, Deputy Commissioner, Department  of Commerce and 
E c o n omic D e v e l o p m e n t , supported the concept of the bill.

M i l t  Barker, Divisi on of Treasury, Department of R e v e n u e , proposed 
an am endment to the bill to ensure that the net cash flow from the 
forest p r o ducts business provide adequate coverage of the debt 
service on the loan.

W ally Kubley, repr es e n t i n g  Louisiana-Pacific, K e t c h ikan (LPI<) , 
e x p l a i n e d  that the $25 m i llio n state gua rantee needed to allow 
e m p l o y e e  p u r c hase of the L o u i s i a n a-Paci fic Ketchikan mill may be 
included in the o p e r at ing budget.

M artin Pihl, Compt r o l l e r  and Assis tant Manager, LPK, Rick Benner 
and Dick R o b b ~  LPK employees, spoxe in support of the bill and 
d i s c u s s e d  h o w  e m p loyee purchase of the mil l w ould work and the 
e c o n o m i c  p r o j e c t i o n s  the financing plan is based on.

T o m  Cashen, A F L -C I O , spoke in support of the bill.

The m e eting a d j o u r n e d  at 4:45 pm.
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2) The f o r e s t  w o u l d  be m a n a g e d  for m u l t i p l e  use, 
s p e c i f i e d  in AS

41.17.230(e) as:
c o m m e r c i a l  t i m b e r  h a r v e s t  
p e r s o n a l  use t i m b e r  h a r v e s t  
m i n i n g / m a t e r i a l  e x t r a c t i o n  
r e c r e a t i o n
fish and w i l d l i f e  h a b i t a t  m a n a g e m e n t
gr e e n b e l t s
t r a pping
sport and s u b s i s t e n c e  h u n t i n g  and f i s h i n g  
g r a z i n g
w a t e r s h e d  m a n a g e m e n t  r e s e a r c h  
o t h e r  t r adit ional, c o m p a t i b l e  uses

The D e p a r t m e n t  will p r o p o s e  an a m e n d m e n t  to a c c o m m o d a t e  
a p e n d i n g  land e x c h a n g e  w i t h  the S e l d o v i a  N a tive  
A s s o c i a t i o n  (see a t t a c h e d ) .

SB 473, A n  A c t  e s t a b l i s h i n g  the A l a s k a  F i s h e r i e s  Council; 
a n d  p r o v i d i n g  for an e f f e c t i v e  date.

SB 473 w o u l d  e s t a b l i s h  the A l a s k a  F i s h e r i e s  C o u ncil  
w i t h i n  the D e p a r t m e n t  of Fish and Game. A  fis heries  
p o l i c y  for the state w o u l d  be d e v e l o p e d  t h r o u g h  the 
c o o p e r a t i v e  j.nteractions of state g o v e r n m e n t  o f f i c i a l s  
and r e p r e s e n t a t i v e s  of the s e a f o o d  industry.

SB 479, An Act r e l a t i n g  to a forest p r o d u c t s  b u s i n e s s  loan 
g u a r a n t e e  program,.

SB 479 w o u l d  e s t a b l i s h  a F o r e s t  P r o d u c t s  B u s iness Loan 
G u a r a n t e e  F u n d  in the D e p a r t m e n t  of Revenue. M o n e y  in 
the fund c o u l d  be u s e d  to g u a r a n t e e  a loan for 
f i n a n c i n g  e m p l o y e e  p u r c h a s e  of a f o r e s t  p r o d u c t s  
business. The state c o u l d  g u a r a n t e e  up to 50% of a 
loan, to a m a x i m u m  of $30 million.

In an e f f o r t  to keep the L o u i s i a n a - P a c i f i c  p u l p  m i l l  in 
K e t c h i k a n  (LPK) afloat, its 800 e m p l o y e e s  have a greed  
to p u r c h a s e  56% of the stock. In o r d e r  for the 
p u r c h a s e  to occur, the e m p l o y e e s  n e e d  $50 m i l l i o n  in 
financing, w h i c h  they feel w i l l  not be a v a i l a b l e  
w i t h o u t  a g u a r a n t e e  from the State.

A  p r o p o s e d  $25 m i l l i o n  a p p r o p r i a t i o n  to the D e p a r t m e n t  
o f  R e v e n u e  w o u l d  serve as the g u a r a n t e e .  As long as 
the e m p l o y e e s  make their  loan p a y m e n t s  on time, the 
m o n e y  w o u l d  not be d r a w n  upon. How ever, if the 
e m p l o y e e s  w e r e  to default, u n d e r  SB 479 the state w o u l d  
be o b l i g a t e d  to pay 50% of the a m o u n t  in default.

Two a m e n d m e n t s  to the b i l l  w i l l  be p r o p o s e d  (see 
a t t a c h e d ) .



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

THE E7ENT OF A  LOUISIANA PACIFIC AND ALASKA LUMBER & PULP CLOSURE

UNEMPLOYMENT

CLA7MENTS
A VERAGE PAYMENT 

& DURATION
EXHAUST BENEFITS 

39 WEEKS 52 WEELb

3.000

6.000 

10,000

$6,245,580

$12,491,160

$20,318,600

$14,952,600 

$29,905,200 

$49, 842,000

$19,936,800

$39,873,600

$66,456,000

ADMINISTRATIVE COSTS OF MAKING PAYMENTS

CLAIMENTS___________________AVERAGE PAYMENT & DURATION________39 WEEKS____________ 52 WEEKS

3.000 $189,296 $384,296 ________

6.000 $396,596 $769,452 ________

10.000 $659,711 $1,281,289

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

LOUISIANA PACIFIC EMPLOYMENT INFORMATION

WAGES
PAYROLL & BENEFITS

DIRECT EMPLOYMENT 800 $22.6 million $28 - 30 million

SECONDARY EMPLOYMENT 600

T O T A L  E M P L O Y M E N T 1 4 0 0



January 11, 1984

The Honorable Albert P. Adams 

Chairman House Finance Committee 

Pouch V

Juneau, A K  99011

Dear Representative AdamsJ

Pursuant to your request, I am outlining the history and status of the rainy 

day fund.

Section 1, Ch. 171 SLA 1980 appropriated $330 million to the reserve for 

emergency expenses operating account ("rainy day fund")..

Sections 2 and 3 of Ch. 171, SLA 1980 authorized transfers of $5 million per 

annum from the rainy day fund to both the fire suppression fund and the 
disaster relief fund, effective July 1, 1900. These sections would huve

resulted in a rainy day fund bulance of $330 million at the end of FY 82.

However, section 4 of Ch. 34, SLA 1932 teduccd the original appropriation by 

$100 million, thus lowering the balance at the end of FY 82 to $230 million.

Sections S and 9 of Ch. 34, SLA 1982 also provided that one year later $100 

million that had been appropriated to the fishery product revolving ioau 

guarantee fund would lapse into the rainy day fund. In addition, section 2 of 

Cl’ 30, SLA 1982 increased the authorization for transfers to the fire 
s u rpression fund to $9 million per annum. Thus, at the end of FY 83 the rainy 
day fund balance was $316 million.

Henceforth, under current law, the fund n a y  continue to decline by as much as
$14 million per annum at the governor's discretion.

S in c e r e l j .

Milt 3arker 
Deputy Commissioner

HJ):nw

cc lion. Robert D. Heath



P r o p o s e d  A m e n d m e n t s  

to 

SB  4 7 9

P r o p o s e d  A S  4 5 . 9 4 . 0 3 0 ( b )  is a m e n d e d  to read:

" T h e  c o m m i s s i o n e r  s h a l l  r e q u i r e  t h a t  a l o a n  g u a r a n t e e d  b y  the 

f u n d  b e  s e c u r e d  b y  a d e q u a t e  c o l l a t e r a l  a n d  t hat t he n e t  c a s h  

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

f o r  t h e  d e b t  s e r v i c e  o n  t he loan. T h e  a p p l i c a n t  s h a l l  p r o v i d e  

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

f i r m  a c c e p t a b l e  to t h e  d e p a r t m e n t ."
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LEGISLATIVE AFFAIRS AGENCY

M  E M  0 R  A  N D U M  F e b r u a r y  27, 1934

SUBJECT: Sectional analysis of
SB 479

TO: Senator Jalmar K e r ttul a

F R O M : L i n n  H. Asper
L e g i s l a t i v e  Council

Y o u  hav e asked for a sectional analysis of SB 479, relating 
to a forest products business loan guarantee program.

* S e c t i o n  1 establishes the forest products business loan 
g uarantee p r o g r a m  and sets conditions for the loan g u a r a n­
tees .

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

Sec. 45.94.020 allows the Departmen t of Revenue to use fund
m o n e y  to guarantee a loan for the purchase of 35 percent or 
mo r e  of thcf stock or assets of a forest products business by 
the employees of that business.

Sec. 45.94.030 grants the department the powers nec essary to 
admini ster loan guarantees under the forest products b u s i­
ness loan g uarantee program, and requires that: a loan g u a r­
anteed must be secured by adequate collateral.

Sec. 45.94.040 directs the departjjient to invast m o n ey frQm
the Loan_ g u a r a n t e e  fund t h a t T is not b e i n g  used to guarantee
loans in investments allowed u n d e r  AS 37.10.070.

Sec. 45.94.050 establishes conditions on a loan guarantee, 
i ncluding m a x i m u m  and m i n i m u m  amounts that may be g u a r a n­
teed, terms of loans guaranteed, security for guaranteed 
loans, state financial institution partic i p a t i o n  in the 
guaran t e e d  loan, and other terms applicab le to guaranteed 
loans.



Senator K e r t t u l a
Page 2
F e b ruary 27, 1984

Sec. 45.94.055 allows the departme nt to gua ra n t e e  additional 
loans for a b o r r o w e r  unde r the terms of the chapter.

Sec. 45.94.060 provides definitions of terms u s e d  in the 
chapter.

S e cti on 2 of the Act provides an immediate effective date.

L H A : c s h  
C2/137



-  Atf-cctv'at-W-.

-  r f c € K A |  , ^ o - f c * o f c  i
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3 IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF A L A S K A

A T H I R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

5 A B I L L

6 F o r  an  A ct e n t i t l e d :  " An A ct r e l a t i n g  to a f o rest p r o d u c t s  b u s i n e s s  loa n

7 g u a r a n t e e  p r o g r a m ;  a nd p r o v i d i n g  f or an  e f f e c t i v e

8 d a t e . "

9 B E  IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  ALASKA:

10 *  S e c t i o n  1. A S  45 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

11 C H A P T E R  94. F O R E S T  PROIMJCTS B U S I N E S S  L O A N  G U A R A N T E E  P R O GRAM.

12 Sec. 4 5 . 9 4 . 0 1 0 .  E S T A B L I S H M E N T  OF L O A N  G U A R A N T E E  FUND. Th e

13 fore s t  p r o d u c t  b u s i n e s s  l o a n  g u a r a n t e e  fund is e s t a b l i s h e d  in the

14 D e p a r t m e n t  of R e v e n u e .

15 Sec. 't5.94.020. F O R E S T  P R O D U C T S  B U S I N E S S  LOA N  G U A R A N T E E  P R O G R A M .

16 T h e  d e p a r t m e n t  m ay us e  m o n e y  in the fund to g u a r a n t e e  a loa n  for the

17 p u r p o s e  of f i n a n c i n g  the p u r c h a s e  of 35 p e r c e n t  or m o r e  of the s t o c k

18 or  a s s e t s  of a f o rest p r o d u c t s  b u s i n e s s  by, on b e h a l f  of, o r  for the

19 b e n e f i t  of the e m p l o y e e s  of that b u s i n e s s ,  as p r o v i d e d  in AS 4 5 . 9 4 . -

20 050.

21 Sec. 4 5 . 9 4 . 0 3 0 .  P O W E R S  A N D  D U T I E S  OF T H E  D E P A R T M E N T .  (a) T h e

22 c o m m i s s i o n e r  m ay

2 3  (1 )  d e s i g n a t e  a g e n t s  a n d  d e l e g a t e  p o w e r s  n e c e s s a r y  t o

24 i m p l e m e n t  this c h a p t e r ;

25 (2) adopt r e g u l a t i o n s  to i m p l e m e n t  this c h a p t e r ;

26 (3) m a k e  and e x e c u t e  c o n t r a c t s  a nd o t h e r  i n s t r u m e n t s  to

27 i m p l e m e n t  this chapter;

28 (4) a c q u i r e  real or p e r s o n a l  p r o p e r t y  by p u r c h a s e ,  trans-

29 fer, or f o r e c l o s u r e  w h e n  the a c q u i s i t i o n  is n e c e s s a r y  to p r o t e c t  an

-1- S B  4 7 9
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(b) Th e  c o m m i s s i o n e r  s h all r e q u i r e  that a loan g u a r a n t e e d  by the
a -fK'd /t-V txnoVv^-ta^j fewi •M'-c

3 f und be  s e c u r e d  by a d e q u a t e  c o l l a t e r a l .  p"':1.**■{«, l.vv,'

4 Sec. 4 5 . 9 4 . 0 4 0 .  I N V E S T M E N T  O F  T H E  FUND. M o n e y  in  the f und that

5 is not b e i n g  u s e d  for l o a n  g u a r a n t e e s  u n d e r  t his c h a p t e r  s h a l l  be

6 i n v e s t e d  as p r o v i d e d  for the i n v e s t m e n t  of stat e t r e a s u r y  s u r p l u s

7 u n d e r  A S  37 . 1 0 . 0 7 0 .  I n c o m e  f r o m  i n v e s t m e n t  s h all be t r a n s f e r r e d  to

8 the g e n e r a l  fund. P  €■****.

9 Sec. 4 5 . 9 4 . 0 5 0 .  C O N D I T I O N S  O F  L O A N  G U A R A N T E E S .  (a) T he d e p a r t  -

10 m e n t  m a y  g u a r a n t e e  a loan u n d e r  this c h a p t e r  if

11 (1) the t e r m  of the l o a n  doe s  n ot e x c e e d  10 years;

12 (2) the l o a n  is s e c u r e d  by  the real or  p e r s o n a l  p r o p e r t y ,

13 i n v e n t o r y  or  a c c o u n t s  r e c e i \ a b l e  of the forest p r o d u c t s  b u s i n e s s ,  or

14 by o t h e r  c o l l a t e r a l  a c c e p t a b l e  to the d e p a r t m e n t ;

15 (3) the l oan is o r i g i n a t e d  w i t h  and s e r v i c e d  by the A l a s k a

16 C o m m e r c i a l  F i s h i n g  and A g r i c u l t u r e  Bank, nr by a s t a t e  or  f e d e r a l l y

17 c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n  l o c a t e d  in the state; and

18 (4) the loan is m a d e  to the e m p l o y e e s  of the f o rest pro-

19 d u c t s  b u s i n e s s ,  to an e m p l o y e e  s t o c k  o w n e r s h i p  trust, or to o ne or

20 m o r e  c o r p o r a t i o n s  or o t h e r  b u s i n e s s  a s s o c i a t i o n s  or e n t i t i e s  in w h i c h

21 the e m p l o y e e s  of the f o rest p r o d u c t s  b u s i n e s s  h o l d  an i n t e r e s t  that is

22 e q u a l  to or g r e a t e r  t h a n  the i n t e r e s t  h e l d  by the s e l l e r  of the forest

23 p r o d u c t s  bu s i n e s s .

24 (b) T h e  d e p a r t m e n t  m a y  p r o v i d e  a g u a r a n t e e  from the f und f or up

25 to 50 p e r c e n t  of a loan, but m a y  not g u a r a n t e e  less t h a n  $ 5 , 0 0 0 , 0 0 0  or

26 m o r e  t h a n  $ 3 0 , 0 0 0 , 0 0 0  p e r  b o r r o w e r .  T he d e p a r t m e n t  m a y  not g u a r a n t e e

27 t he p a y m e n t  of a n n u a l  i n t e r e s t  on the g u a r a n t e e d  p o r t i o n  of a loan.

28 (c) U p o n  d e f a u l t  by a b o r r o w e r ,  the a m o u n t  of the m a x i m u m  liabi-

29 lity of the fun d  for a l oan g u a r a n t e e  u n d e r  this c h a p t e r  is the

SB  4 7 9 -2-



1 p e r c e n t a g e  of the a m o u n t  in d e f a u l t  s p e c i f i e d  b y  the d e p a r t m e n t  in  the

2 g u a r a n t e e  a g r e ement.

3 Sec. 4 5 . 9 4 . 0 5 5 .  A D D I T I O N A L  G U A R A N T E E S .  Not less t h a n  30 days

4 a f t e r  the d e p a r t m e n t  e n t e r s  int o  a c o n t r a c t  to g u a r a n t e e  a l o a n  to a

5 b o r r o w e r  u n d e r  this c h a pter, the d e p a r t m e n t  m a y  e n t e r  i nto a c o n t r a c t

6 to g u a r a n t e e  a n o t h e r  l o a n  to that b o r r o w e r  u n d e r  this chapter.

7 Sec. 45 . 9 4 . 0 6 0 .  D E F I N I T I O N S .  In  thi s  c h a p t e r

8 (1) " c o m m i s s i o n e r "  m e a n s  the c o m m i s s i o n e r  of r e v enue;

9 (2) " d e p a r t m e n t "  m e a n s  the D e p a r t m e n t  of R e v e n u e ;

10 (3) " f o r e s t  p r o d u c t s  b u s i n e s s "  m e a n s  a sole p r o p r i e t o r s h i p ,

11 p a r t n e r s h i p ,  c o r p o r a t i o n  or  o t h e r  b u s i n e s s  o r g a n i z a t i o n  f o r m e d  for the

12 p u r p o s e  of h a r v e s t i n g  or  p r o c e s s i n g  t i m b e r  or o t h e r  f o rest r e s o u r c e s ;

13 (4) " f u n d "  m e a n s  the f o rest p r o d u c t s  b u s i n e s s  loa n  g u a r a n -

14 tee fund.

15 * Sec. 2. T his Act t a kes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS  01.-

16 10.070(c).

stxei-i-v'-c l .(: t u  ^  ' ' s

k t u j y .  y - w  M f X t *  - 7 . ? 4 - M c

j ( j /  aJL'i-
v ■ . .* . V  ,.vla r t U X t K l

/ J /  J
. . -j, c f a  U \  ) L4L n  o  ) C  #  '

~1"'7 ' ' J  L> -n / a

^ l u d o O j  ) ./• ' .

J a ; . r -/- Vj ■ ■<

( 6 ( 'L  ‘

’•*  / < ? • ; >
-3- SB 479

C> ^  ,
v j  • . r-w»- s  c*

C " C f  '*>

"?V  I / y c C K < S v v  <-r  ' .



I n t r o d u c e d :  2 / 1 3 / 8 4
R e f e r r e d :  L a b o r  a nd C o m m e r c e

R e s o u r c e s  and 
I-'inance

1 IN T H E  S E N A T E  BY K E R T T U L A  A N D  Z I E G L E R

2 C * S .  S E N A T E  B I L L  NO. 479

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

5 A  B I L L

6 F o r  an  A c t  en t i t l e d :  " An Ac t  r e l a t i n g  to a f o r e s t  p r o d u c t s  b u s i n e s s  loan

7 g u a r a n t e e  p r o g r a m ;  a n d  p r o v i d i n g  for an e f f e c t i v e

8 d a t e . "

9 B E  IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF ALASKA:

10 * S e c t i o n  1. AS  45 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

11 C H A P T E R  94. F O R E S T  P R O D U C T S  B U S I N E S S  L O A N  G U A R A N T E E  PROGRAM.

12 Sec. 4 5 . 9 4 . 0 1 0 .  E S T A B L I S H M E N T  O F  L O A N  G U A R A N T E E  FUND. The

13 f o r e s t  p r o d u c t  b u s i n e s s  l o a n  g u a r a n t e e  fund is e s t a b l i s h e d  in the

14 D e p a r t m e n t  of R e v e n u e .

15 Sec. n 5 . 9 4 . 0 2 0 .  F O R E S T  P R O D U C T S  B U S I N E S S  L O A N  G U A R A N T E E  PROGR A M .

16 T h e  d e p a r t m e n t  m a y  u s e  m o n e y  in the f u n d  to g u a r a n t e e  a loan for the

1/ p u r p o s e  of f i n a n c i n g  the p u r c h a s e  of 35 p e r c e n t  or m o r e  of the s t o c k

18 o r  a s sets of a fore s t  p r o d u c t s  b u s i n e s s  by, on b e h a l f  of, or  for the

19 b e n e f i t  of the e m p l o y e e s  of that b u s i n e s s ,  as p r o v i d e d  in AS 4 5 . 9 4 . -

20 050.

21 Sec. 4 5 . 9 4 . 0 3 0 .  P O W E R S  A N D  D U T I E S  OF T H E  D E P A R T M E N T .  (a) The

22 c o m m i s s i o n e r  m a y

23 (1) d e s i g n a t e  a g e n t s  and d e l e g a t e  p o w e r s  n e c e s s a r y  to

24 i m p l e m e n t  this c h a p t e r ;

25 (2) a d opt r e g u l a t i o n s  to i m p l e m e n t  this chapter;

26 (3) m a k e  a nd e x e c u t e  c o n t r a c t s  and o t h e r  i n s t r  m e n t s  to

27 i m p l e m e n t  this c h a p t e r ;

28 (4) a c q u i r e  real or p e r s o n a l  p r o p e r t y  by p u r c h a s e ,  trans-

29 for, or f o r e c l o s u r e  w h e n  the a c q u i s i t i o n  is n e c e s s a r y  t:o p r o t e c t  an
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1 interest in the fund.

9 (b) T he c o m m i s s i o n e r  s h all *. that a loan g u a r a n t e e d  by the

V
3 fund be secured by adequate colxatei^ . A N D  T H A T  T H E  N E T  C A S H

F L O W  F R O M  T H E  F O R E S T  P R O D U C T S  B U S I N E S S  P R O V I D E  A D E Q U A T E  C O V E R A G E

F O R  T H E  D E B T  S E R V I C E  O N  T H E  L O A N .  T H E  A P P L I C A N T  S H A L L  P R O V I D E

A N  E C O N O M I C  A N D  F I N A N C I A L  F E A S I B I L I T Y  A N A L Y S I S P R E P A R E D — B\— A 

F I R M  A C C E P T A B L E  T O  T H E  D E P A R T M E N T .

I e

* s,2c. 4 5 . 9 4.040. I N V E S T M E N T  O F  T H E  FUND. M o n e y  in the fund that

5 is not b e i n g  u s e d  for l o a n  g u a r a n t e e s  u n d e r  this c h a p t e r  s h all be

6 i n v e s t e d  as p r o v i d e d  for the i n v e s t m e n t  of s t a t e  t r e a s u r y  s u r p l u s

7 u n d e r  A S  3 7 . 1 0.070. I n c o m e  f rom i n v e s t m e n t  s h a l l  be t r a n s f e r r e d  to

8 the g e n e r a l  fund.

9 Sec. 4 5 . 9 4 . 0 5 0 .  C O N D I T I O N S  O F  L O A N  G U A R A N T E E S .  (a) T he d e p a r t  -

10 men t  m a y  g u a r a n t e e  a loan u n d e r  this c h a p t e r  if

11 (1) the t erm of the l oan d o e s  not e x c e e d  10 years;

12 (2) the loan is s e c u r e d  by the real or p e r s o n a l  p r o p e r t y ,

13 i n v e n t o r y  or a c c o u n t s  r e c e i \ a b l e  of the forest p r o d u c t s  b u s i n e s s ,  or

1Z* by o t h e r  c o l l a t e r a l  a c c e p t a b l e  to the d e p a r t m e n t ;

(3) the loan is o r i g i n a t e d  w i t h  a nd s e r v i c e d  by E  A l a s k a  

10 C o m m e r c i a l  F i s h i n g  and A g r i c u l t u r e  Bank, cr byjfa s t a t e  or f e d e r a l l y

17 c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n j l o c a t e d  in the state! and

1® ( M  the loan is m a d e  to the e m p l o y e e s  of the forest pro-

19 d u c t s  b u s i n e s s ,  to an e m p l o y e e  s t o c k  o w n e r s h i p  trust, or  to o ne or

5  70 morij c o r p o r a t i o n s - o r  o t h e r  b u s i n e s s  a s s o c i a t i o n s  or  e n t i t i e s  in w h i c h

iS H E O T lSJ/flg. fteSipfrfrS Y/HD Aftfe- r
• -l theAeinployees of the forest p r o d u c t s  b u s i n e s s [ h o l d  an i n t e r e s t  that is

22 e q u a l  to or  g r e a t e r  tha n  the i n t e r e s t  h e l d  by the s e l l e r  of the forest

23 p r o d u c t s  b u s i n e  jj.

(b) T he d e p a r t m e n t  m ay p r o v i d e  a g u a r a n t e e  f rom the fund for up
24

H-

26

27

25 t0 50 P e r c e n t  of a loan, but m a y  not g u a r a n t e e  less t h a n  $ 5 , 0 0 0 , 0 0 0  or

m o r e  t h a n  $ 3 0 , 0 0 0 , 0 0 0  p e r  b o r r o w e r .  T h e  d e p a r t m e n t  m ay not g u a r a n t e e

A T ^ T | lS V P ' S S l W l ^ n n U a l  i n t C r e S t  °n Che g u a r a n t e e d  p o r t i o n  of a loan.

28 (c d e f a u l t  by a b o r r o w e r ,  the a m ount of the m a x i m u m  liabi-

29 of the f°r a loa n  g u a r a n t e e  u n d e r  this c h a p t e r  is the

CS SB 4 7 9  -2-



p e r c e n t a g e  of the a m o u n t  in d e f a u l t  s p e c i f i e d  by the d e p a r t m e n t  in the 
*•

g u a r a n t e e  ^ g r e e m e n t . ^  m u l t i p l i e d  by the amount then in default.

Any amounts received in sa tisfaction of a default shall be shared 
b e twe en the lender and the fund acco rding to the p ercentage 
specified by the D e p a r t m e n t  in the guarantee agreement until all 
p r i n cipal has been repaid.

^ S e c .  4 5 . 9 A . 0 5 5 .  A D D I T I O N A L  G U A R A N T E E S .  Not less t h a n  30 days 

a f t e r  the d e p a r t m e n t  e n t e r s  into a c o n t r a c t  to g u a r a n t e e  a l o a n  to a 

b o r r o w e r  u n d e r  this c h a p t e r ,  the d e p a r t m e n t  m ay e n t e r  into a c o n t r a c t  

to g u a r a n t e e  a n o t h e r  loa n  to that bo r r o w e r  u n d e r  this c h a p t e ^ J  

Sec. 4 5 . 9 4 . 0 6 0 .  D E F I N I T I O N S .  In  this c h a p t e r

(1) " c o m m i s s i o n e r "  m e a n s  the c o m m i s s i o n e r  of revenue;

(2) " d e p a r t m e n t "  m e a n s  the D e p a r t m e n t  of R e v e n u e ;

(3) " f o r e s t  p r o d u c t s  b u s i n e s s "  m e a n s  a sole p r o p r i e t o r s h i p ,  

p a r t n e r s h i p ,  c o r p o r a t i o n  or  o t h e r  b u s i n e s s  o r g a n i s a t i o n  f o r m e d  for the 

p u r p o s e  of h a r v e s t i n g  or  p r o c e s s i n g  t i m b e r  or o t h e r  fore s t  r e s o u r c e s ;

(4) " f u n d "  m e a n s  the f o rest p r o d u c t s  b u s i n e s s  l oan g u a r a n­

tee fund.

* Sec. 2. T h i s  Act t a kes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS  01.- 

1 0 . 0 7 0 ( c ) .
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D e p a r t m e n t  o f  R e v e n u e  a m e n d m e n t  to r e q u i r e  t h a t  a n  a p p l i c a n t  
s h o w  it c a n  s e r v i c e  a l o a n .

T h e  o r i g i n a l  l a n g u a g e  r e f e r e n c i n g  t h e  C o m m e r c i a l  F i s h i n g  

a n d  A g r i c u l t u r e  B a n k  w a s  p u l l e d  f r o m  c u r r e n t  s t a t u t e  o n  

F i s h - P a c  f i n a n c i n g .  It is n o t  a p p r o p r i a t e  in t h i s  b i l l .

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

D e p a r t m e n t  of R e v e n u e  a m e n d m e n t  c l a r i f y i n g  h o w  t h e  S t a t e ' s  
i n v e s t m e n t  is p r o t e c t e d  in c a s e  o f  d e f a u l t  by t h e  b o r r o w e r .

D e l e t e s  t h e  p r o v i s i o n  r e g a r d i n g  s u b s e q u e n t  g u a r a n t e e s .



T H I S  A M E N D M E N T  W I L L  B E  A D D R E S S E D  B Y  W A L L Y  K U B L E Y ,  W H O  R E P R E S E N T S  

L P K .  T H E  A M E N D M E N T  W A S  I N C O R P O R A T E D  I N T O  T H E  H O U S E  V E R S I O N  O F  

T H I S  B I L L ,  A N D  K U B L E Y  W I L L  P R O P O S E  IT B E  A D D E D  T O  S B  4 7 9 .

COMMITTEE SUBSTITUTE 

FOR HB 627

Sec 45.94.050. CONDITIONS OF LOAN GUARANTEES, (a)

(3) the loan is originated wi t h  and serviced b y  [the Alaska 

Commercial Fishing and Agriculture Bank, or by] a state or federally 

chartered financial institution [located in the state]; and

(4) the loan is made to the employees of the forest products 

business, to an employee stock ownership trust, or to one or more 

corporations or other business associations or entities in which the 

controlling interest is held by state residents who are employees of the 

forest products business, [hold an interest that is equal to or greater 

than the interest held by the seller of the forest products business.]

Amended v e r sion reads:

(4) the loan is made to the employees of the forest products 

business, to an employee stock ownership trust, or to one or more 

corporations or other business associations or entities in which the 

controlling interest is held by state residents who are employees of the 

forest products business.

[Sec. 45.94.055. ADDITIONAL GUARANTEES. Not less than 30 days 

after the department enters into a contract to guarantee a loan to a 

borrower under this chapter, the department m a y  enter into a contract to 

quarantee another loan to t h a“ borrower under this chapter.]
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TTKtl I L E d O M T M
LEGISLATIVE AFFAIRS AGENCY

H  E H  0 R A  N D U M  F e b r u a r y  27, 1984

SUBJECT: Sectional analysis of
SB 479

TO: Senator J a lmar K e r ttula

FROM: /x\(j L i n n  H. Asper
L e g i s l a t i v e  Council

Y o u  have asked for a sectional analysis of SB 479, re lating 
to a forest products business loan guara n t e e  program.

^S e c t i o n  1 establishes the forest products business loan 
guarantee p r o g r a m  ard sets conditions for the loan g u a r a n­
tees .

Sec. 45.94.010 establishes the forest produ cts business loan 
guarantee fund in the D e partment of Revenue

Sec. 45.94.020 allows the D e p a r t m e n t  of Revenue to use fund 
money to gua rantee a loan for the p u r c h a s e  of 35 percent or 
more of the stock or assets of a forest p roducts business by 
the employees of that business.

Sec. 45.94.030 grants the department the powers n e c e s s a r y  to 
administe r loan guarantees under the forest products b u s i­
ness loan guarantee program, and re quires that a loan g u a r­
anteed must be secured by adequate collateral.

Sec. 45.94.040 directs the d epartment to invest m o n e y  fro m  
the loan guarantee fund that is not b e i n g  u s e d  to guarant ee 
loans in investments allowed un der AS 37.10.070.

Sec. 45.94.050 establishes conditions on a loan guarantee, 
including m a x i m u m  and m i n i m u m  amounts that may be g u a r a n­
teed, terms of loans guaranteed, security for guara n t e e d  
loans, state financial institution p a r t i c i p a t i o n  in the 
ua r a n t e e d  loan, and other terms applic a b l e  to g uaranteed  
oans.

POUCHY STAIl CAPIIOt 

JUNIAU. ALASKA 9’.'3I I 

W  <!6S jBOO



Senator Kerttula
Page 2
F e b r u a r y  27, 1984

Sec. 45.94.055 allows the department to guarantee additional 
loans for a b o r r o w e r  under the terms of the chapter.

Sec. 45.94.060 provides definitions of terms used in the 
chapter.

Section 2 of the Act provides an immediate effective date.

L H A : c s h  
C2/137



Chapter 92. Fishery Product Revolving Loan 
Guarantee Fund.

Section Section
10. Establishment of fund 50. Conditions of loan guarantees
20. Fishery product guarantees 55. Additional guarantees
30. Towers and duties of the department GO. Definitions
40. Investment of the fundSec. 45.92.010. Establishment of fund. The fishery product revolving loan guarantee fund is established in the Department of Revenue. (§ 1 ch 33 SLA 1982)Sec. 45.92.020. Fishery product guarantees. The department may use money in the fund to guarantee a loan made to a fish processor with facilities in Alaska for the purpose of financing(1) the purchase and processing of fishery products from Alaska fisheries; or(2) the repurchasing, transporting, repackaging, inspecting, and storing of Alaska fishery products that are recalled in 1982. (§ I ch 33 SLA 1982)Sec. 45.92.030. Powers and duties of the department, (a) Thecommissioner may(1) designate agents and delegate powers necessary to implement this chapter;(2) adopt regulations to implement this chapter;(3) make and execute contracts and other instruments to implement this chapter;(4) acquire real or personal property by purchase, transfer, or foreclosure when the acquisition is necessary to protect an interest in the fund.(b) The commissioner shall require that a loan guaranteed by the fund be secured by collateral. (§ 1 ch 33 SLA 1982)Sec. 45.92.040. Investment of the fund. Money in the fund that is not being used lor loan guarantees under this chapter shall be invested as provided for the investment of state treasury surplus under AS 37.10.070. Income from investment shall be transferred to the general fund. t§ 1 ch 33 SLA 1982)Sec. 45.92.050, Conditions of loan guarantees, (u) The depart­ment may guarantee a loan under this chapter if(1) the term of the loan does not exceed one year;(2) the loan is secured by inventory or accounts receivable of the fish processor, or by other collateral acceptable to the department;(3) the loan is originated with and serviced by the Alaska Commer­cial Fishing and Agriculture Hank, or by n state or federally chartered financial institution located in the state; and

v. -

(4) the majority interest in the fish processor is beneficially owned by residents of the state and the majority of owners of the fish processor are residents of the state.(b) The department may provide a guarantee from the fund for up to 50 percent of a loan, but may not guarantee more than $15,000,000 per loan or $30,000,000 per borrower. The department may not guarantee the payment of annual interest on the guaranteed portion of a loan.(c) Upon default by a borrower, the amount of the maximum liability of the fund for a loan guarantee under this chapter is the percentage of the amount in default specified by the department in the guarantee agreement. (§ 1 ch 33 SLA 1982; am § 2 ch 33 SLA 1982)
Effect of am endm ents. — The 1982 paragraph (3) of subsection (a) and added 

amendment added "and" a t the end of paragraph (4) of that subsection.Sec. 45.92.055. Additional guarantees. Not less than 30 days after the department enters into a contract to guarantee a loan to a borrower under this apter, the department may enter into a contract to guarantee anothi ioan to that borrower under this chapter. (§ 1 ch 33 SLA 1982)Sec. 45.92.060. Definitions. In this chapter(1) "commissioner" means the commissioner of revenue;(2) "department” means the Department of Revenue;(.3) facilities in Alaska” means facilities at which fisheries products are canned, frozen, or otherwise processed for inventory, including floating facilities that are documented under the laws of the United States as defined in 46 U .S.C . 801, and operated in waters of the state;(4) "fish processor" means a person engaging in a business for which a license is required under AS 43.75.010 — 43.75.090;(5) "fishery product" means salmon;(6) "fund" means the fishery product revolving loan guarantee fund <§ 1 ch 33 SLA 1982)

§ 45.92.055 T r a d e  a n d  C o m m e r c e  § 45.95.U iU

E dito r 's  notes, — AS 43.75.010 and AS visions covering the subject m atter of the
43.75.090 were repealed. For present pro- repealed sections, see AS 43.75.011 et ne(|.



••■vViv' r •• ............V - By GREGG POPPEN ^ ' Daily News Staff Writer Members of the Employee Stock Ownership Trust (ESOT) study , committee Tuesday approved a $50million employee buy -out of Louisiana-Pacific Ketchikan Division I (LPK) after months of bargaining■ with the parent corporation. ESOTwould hold 56 percent of the division’s stock, with Louisiana-Pacific (L-P)| . keeping the rest.V About 11 percent of the refinanced f ./stock is expected to be offered to the 
j 7  publiciiyJCSOT^! • (  y ^ iS S O T  le; 
J ^ M artin  Pileader and LPK comptrolle ' Pihl said today the sti

committee’s 28 members — salaried management employees and union wage employees — had given the purchase proposal close consideration since drafting over the weekend a letter of intent to participate with I/-P in the $90 million deal. “ I think we all feel pretty good about it. There was not unanimous approval, but very near,”  he said.Pihl said ESOT’s purchase of division stock is conditional on finding $50 million in financing and gaining employee approval of the plan. It must also be approved by the Louisiana Pacific board of directors.

• *• ■, .• v:The sale is expected to be com­pleted by mid-1984, according to a press release issued today by I,ouisiana-Pacific.L-P proposed the employee buy out last fall and first offered the division to employees for about $150 million. LPK facilities include the Ward Cove pulp mill, the Ketchikan Spruce Mill on the downtown waterfront and the Kenai Lumber Co. of Seward. Other facilities are logging camps, sorting yards and Annette Hemlock, a sawmill in Metlakatla. Nearly a thousand workers are on the LPK payroll at full production. The pulp
________  • >r> : T‘ ■. : ■.>&}: i\73

mill is considered Ketchikan's greatest employer.Financing searchESOT executives will finish pre­paring financial documents in the next several weeks with the help of Salomon Brothers, the New York■ financial consultants who were hired by ESOT. Pihl said ESOT committee members have a list of six major banks in Alaska and the Lower 48 which will hear ESOT’s pitch for■ financing.
/  * •’Bankers are sure to look closely at what Pihl called ESOT’s ‘ ‘viability plan" — a package of operating plans

and management strategies for the prospective employee-run corpora­tion. The plan includes wage and benefits reductions for employees and savings in operating expenditures, particularly at the pulp mill. ESOT leaders said in recent weeks about $10 million in annual operations savings would be needed to make the division break even.Employees are hoping the U.S. Forest Service regional forester will grant timber industry cost relief requests that could reduce the price of building roads and harvesting timber. This weekend, industry lcad-

ers will meet once/’agalif withregional forester John Sandoc. in Juneau.Another impending concern is the tentative denial by the U.S. Environmental Protection Agency (EPA) regional administrator of LPK’s request for a variance from new wastewater treatment standards. A final ruling by regional ad­ministrator Ernesta Barnes will come in late May, she said last week during a Ketchikan visit.LPK estimates the cost of comply­ing with the EPA treatment regula­tions at more than $10 million.



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

THE EVENT OF A  LOUISIANA PACI1IC AND ALASKA L UMBER & PULP CLOSURE

UNEMPLOYMENT

CLAIMENTS

AVERAGE PAYMENT 

& DURATION
EXHAUST BENEFITS 

39 WEEKS 52 WEEKS

3.000

6 .000 

10,000

$6,245,580

$12,491,160

$20,818,600

$14,952,600 

$29,905,200 

$49, 842,000

$19,936,800

$39,873,600

$66,456,000

ADMINISTRATIVE COSTS OF MAKING PAYMENTS

CLAIMENTS AVERAGE PAYMENT & DURATION 39. WEEKS 52 WEEKS

3.000

6.000 

10 ,000

$189,296

v -''6,596

$659,711

$384,296

$769,452

$1,281,289

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

LOUISIANA PACIFIC EMPLOYMENT INFORMATION

WAGES
PAYROLL & BENEFITS

DIRECT EMPLOYMENT 800 $22.6 million $28 - JU million

SECONLARY EMPLOYMENT 600

T O T A L  H M P L O Y M E N T 1 4 0 0



Proposed Amendments 

to 

SB 479

1. Proposed AS 45.94.030(b) is amended to read:

"(b) The commissioner shall require that a loan guarantee by the 

^und be secured by adequate collateral and that the net cash flow 

from the forest products business provide adequate coverage for the 

debt service on the loan. The applicant shall provide an economic 

and financial feasibility analysis prepared by a firm acceptable to 

the d e p a r t m e n t ."

2. Proposed AS 45.94.050(c) is amended to read:

"(c) [UPON] At any time following default by a borrower, the amount 

of the maximum liability of the fund for a loan guarantee under this 

chapter is the percentage of the amount in defualt specifier by the 

department in the guarantee agreement multiplied by the amount then 

in d e f a u l t . Any amounts received in satisfaction of a default shall 

be shared between the lender and the fund according to the percentage 

specified by the department in the guarantee agreement until all

principal has been r e p a i d ."



March 1, 1984

I NT RO DUCTION OF SB 479

Senators Kerttula and Z i e gl e r have in tro du ce d this legislation,

SB 479, as a means to a s si s t the e mpl o ye es  of the Alaska Division of the 

L o u i s ia n a- Pa c if i c C o r p o r at i on  to a c qu ir e o w n e rs h ip  of that Company's forest 

product b us iness wh i ch  is h e a d q u ar t er e d out of Ketchikan.

Senate Bill 479 will a ssi st  and m ak e m ore secure the financing of an 

em pl oy ee  e ffort to pr uc h as e a jntrolling i nt erest in the Ketchikan based 

forest products o pe r at i on  of L o u i s i a n a - P a c i f i c  Corporation. The e mployees 

have formed ar, ESOT (Employee Stock O wn e r s h i p  Trust) and study comm it te e 

w h i c h  represents all 8 00 direc t e m plo ye es  of the division. In addition,

600 employees are e m p l oy e d by c o nt r ac to rs  f or  Ketchikan Pulp. If this 

em ployee purchase e ff o rt  is not s uccessful, LP has stated the o pe rations 

will be shut down. S uch an event will n at u ra ll y  result in mas si ve  

u ne m pl oy m en t  and e c on om i c disruption.

The Borough and C ity of Ketchikan are v it al ly  co ncerned about this 

problem, and fully s up no rt  this e mpl oy ee  effort.

The e mp lo ye es  have c om ple te d five m on t hs  of study and nego ti at io ns  

w it h  LP, a ssisted by legal counsel and Sala mo n Brothers as financial 

advisors. The e mpl oye es  have c o mm it te d to con tr ib ut e a 25?5 r eduction in 

pay and benefits as part of this p ur ch a se  effort. They are co nf i de nt  that
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this ne w A la s k a n - o w n e d  f o r e s t  products comp an y will be a success as a 

c o ns e qu en ce  of t h e i r  personal c ont ri bu t io n s com bined w i t h  w it h  new material 

cost re du ctions r es ul ti ng  f ro m the com bi ne d efforts of the Alaska Loggers 

A s s o c i at i on  and the U.S. F orest Service, and an improved outlook for 

res ol ut io n of the EPA v a r i a n c e  request.

It is v itally i mpo rt an t to the economy of the state that e stablished 

i ndu stries co nt in ue  to operate. This bill will not only serve to assist in 

the m ai n t e n a n c e  of the e co n o m i c  vi ab i li t y of a company, but it will serve 

to as sist Alaskans in t he i r e ff or ts  to acqu ir e o wn ers hi p of that company. 

S hould the bill not be e n a c t e d  into law and the shutdown of 

L o u i s i an a - P a c i f i c  takes p’ace, the state could suffer c o nsi de ra bl e costs 

in the form  of lost tax revenues, lost payroll and exten si ve  unem pl oym en t 

be ne fi t payments.

It is c er ta in ly  a p p r o p r i a t e  for the State of A l as ka  to assist its 

r esidents in m ai n t a i n i n g  the v i a b i li ty  of a m aj o r industry. It is also 

mos t s i g n i f i c a n t  that the as s is ta n ce  is in the form of a guarantee for a 

c o m m i t me n t  t hat A la sk a ns  are m aking to invest their own mon ey  and futures 

in that industry and the state.



B ETTYE F A H R E N K A M P . C hairm an
R O B ER T H. Z IE G L E R , SR.. V ice C hairm an
DICK E LIA S O N
PAUL F IS C H E R
VIC F IS C H E R
BOB M U L C A H Y
A R LIS S S T U R G U L E W S K I

Committee on Resources
MINUTES

March 19, 1984 
3:08 pm

Beltz Room 
R o o m  211, Capitol

M E M B E R S  PRESENT

Senator Fahrenkamp, Ch airman 
Senator Ziegler, Vice Chairman 
Senator Eliason 
Senator Paul Fischer  
Senator Vic F i sche r 
Senator Mulcahy 
Senator Sturgulewski

SB 202, An Act e s tablishing  the Yakataga State Forest.

SB 225, An A c t  creating the M a t a nusk a V alley  Moose Range.

SB 297, An Act e s t a b l i s h i n g  the land c l e a r i n g  a c co unt in the 
agricultural  revolving loan fund; and p r o v i d i n g  for an ef fective  
date.

SB 298, An Act m aking a continuing a p p r o p r i a t i o n  of repayments of 
the principal and interest on loans m a d e  by the A laska 
A g ric ultural A ction Council for land c l e aring to the land clearing
account in the a g ricultu ral revolvi ng loan fund; and p r o v iding for
an effective date.

SB 473, An Act e s t a b l i s h i n g  the Alaska Fishe r i e s  Council; and 
providing for an e f f e cti ve date.

SB 479, An Act r e l ating to a forest produ c t s  busin e s s  loan 
guarantee program; and pro viding for an e f f e c t i v e  date.

C A L E NDAR
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Gary G u s t a f s o n , Divisio n of Land and W a t e r  Management, Depa rtment  
of Natural R e s o u r c e s , explained the Depar t m e n t ' s  p r o p osed 
a m e n dment that w o u l d  provide an o p p o r t u n i t y  to trade up to 3000 
acres of land w ithin the p r o p o s e d  Y a k a t a g a  State Forest to the 
Seldovia N a t i v e  Corporation.

S e nator E l iason m oved to adopt the C o m m i t t e e  Su bstitute and the 
p r o p o s e d  D N R  amendment. There was no objection. He then m o v e d  CS 
SB 202 from committee w i t h  individual recommendations, noting 
S e nator S t u r g u l e w s k i 1s abstention for pos si b l e  conflict of 
interest. There was no objection.

SB 473

Carol Derfner, Special A s s i s t a n t  to the Governor, Boards and 
C o m m i s s i o n s , testified that the G o v e rnor did not encourage the 
c r e a t i o n  of another a d v isory board on fishery issues, and cited 
the e x i s t e n c e  of the m i n i - c a b i n e t  on fisheries, the fisheries task 
force, and m a n y  other local, regional, and federal advisory boards 
and commissions.

Steve Pennoyer, Deputy Commissioner, Depart ment of Fish and G a m e , 
testifi ed that there are alrea dy 72 adviso ry committees that 
advise the Board of Fisheries  on p olicy issues. • The department is 
o p posed to this bill.

Greg Baker, Director, O ffice of Commerc ial Fish eries Division, 
Departme nt of Commerce and Economic D e v e l o p m e n t , testified that 
the Depa rt m e n t  agrees w i t h  the needs outlined  in the bill, but 
feels the Gover n o r ' s  m i n i - c a b i n e t  on fisheries is serving that 
function.

Phil Daniel, United F ishermen of A l a s k a , spoke in support of the 
b i l l , citing the need for more industry p a r t i c i p a t i o n  in the 
Gover n o r ' s  mini-cabinet.

SB 479

Milt Barker, Deputy Commissioner, T r e a s u r y  Division, Department  
of R e v e n u e , spoke in support of the Co mmittee Substitute that 
incorp o r a t e s  the changes recomm ended b y  the Department.

S e n ator Ziegler move d CS SB 479 from comm ittee with individual 
recommendations. There was no objection.



S B  225

Chuck H a w l e y , owner of coal leases w i t h i n  the pr opo s e d  Moose 
Range, asked for assurances that his leases w o u l d  not be affected 
by e s t a b l i s h m e n t  of the Moose Range.

R i cha rd Ramsey, Aide to Senator K e r t t u l a , testifie d to the 
loss of moose habitat due to development, and stressed the support 
of local residents. The existi ng language in the bill is intended 
to include coal mining.

Bob Arnold, Deputy Commissioner, D e p a r t m e n t  of Natural R e s o u r c e s , 
s p e aking for the Depar t m e n t  of Fish and Game also, spoke in 
g e ner al support of the bill, but indicated that the De partment's 
are not agreed on the boundaries and m a n a g e m e n t  for the proposal.

Bill Beaty, Chief of Resource Allocation, Division of Land and 
Water Management, Department of N a tur al R e s o u r c e s , exp lained that 
the p r o p o s e d  area is cur rently u n d e r g o i n g  an extensive  planning 
and public review process as part of the Susitna area plan, and 
that several issues in the plan r emai n unresolved.

SB 297 
SB 298

Senator M o s s , sponsor of the bills, ex pla i n e d  that they w o u l d  
pr o v i d e  for a separate land c l e aring a c c o u n t  w ith in the 
A g r i c u l t u r a l  Revolving Loan Fund and allow repayment of 
outsta n d i n g  clearing loans to the account. He proposed an 
amendment that w o u l d  grant a 5 year m o r a t o r i u m  on re payment of 
o u t s t a n d i n g  clearing loans.

The m e e t i n g  adjourned at 4:27 pm.



F o r e s t

P r o d u c t s

P r o g r a m

p a g e  306

SENATE BILL NO. 479,. by Senators Kerttula and Ziegler.
L o a n  E s t a b l i s h e s  a F o r e s t  P r o d u c t  B u s i n e s s  L o a n  G u a r a n t e e  P r o g r a m  in

  t he D e p t ,  of R e v e n u e .  M o n e y  in the l o a n  f u n d  c o u l d  be u s e d

to guarantee a loan for the purpose of financing the purchase of 35 

percent or more of the stock or assets of a forest products 
business by, on behalf of, or for the benefits of the employees of 
that buiiuess. The Commissioner must require that a loan 

guaranteed by the fund be secured by adequate collateral.

M o n e y  in the f u n d  t h a t  is not b e i n g  u s e d  f or l o a n  g u a r a n t e e s  m u s t  

b e  i n v e s t e d  u n d e r  l aws g o v e r n i n g  i n v e s t m e n t  of the P e r m a n e n t  F u n d

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

The following conditions must be met befors the Dept, of Revenue 

could guarantee a loan: (1) the term of t.ie loan cannot exceed 10
years; (2) the loan must be secured by real or personal property, 

inventory or accounts receivable of the forest products business, 

or by other collateral acceptable to the department; (3) the loan 
must be originated with and serviced by the Alaska Commercial 

Fishing and Agriculture Bank, or by a state or federally chartered 
financial institution located in Alaska; and (4) the loan must be 

made to the employees of the forest products business, to an 
employee stock ownership trust, or to one or more corporations or 
other business associations or entities in which the employees of 

the business hold an interest that is equal to or greater than the 
interest held by the seller of the business.

The Department could guarantee up to 50 percent of a loan, but 
could not guarantee less than $5 million or more than v30 million 

per borrower, and could not guarantee the payment of annual 
interest on the guaranteed portion of a loan.

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

default specified by the Department in the guarantee agreement.

Allows the Department to grant additional guarantees to the same 

borrower if 30 days have elapsed since the date the first guarantee 
contract was signed.

Effective immediately. Identical to HB 627.



I ,  A r e  a p p r o v a l  o f  L P K  e m p l o y e e s  a n d  B o a r d  f o r t h c o m i n g ?  ( t h i s  

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

e m p l o y e e  g r o u p  a n d  t h e  B o a r d  h a v e  t o g e t h e r  w o r k e d  o u t  t h e  

t e r m s  o f  t h e  p u r c h a s e )

2 . I s  t h e r e  a n y  a s s u r a n c e  t h a t  t h e  b a n k i n g  i n d u s t r y  w i l l  p r o v i d e

f u n d i n g ?  ( t h i s  i s  o f  c o u r s e  t i e d  to w h e t h e r  o r  n o t  a s t a t e  

g u a r a n t e e  i s  p r o v i d e d )

3. H o v  s o u n d  i s  L P K ?  I f  L P K  w a s  r e a d y  t o  c l o s e  d o w n  b e c a u s e  

t h e y  w e r e n ' t  m a k i n g  a g o  o f  i t ,  h o w  d o  t h e  e m p l o y e e s  t h i n k  

t h e y  c a n  m a k e  a g o  o f  i t ?  ( 2 5 %  r e d u c t i o n  i n  e m p l o y e e  

b e n e f i t s ,  h o p i n g  U . S . F . S .  w i l l  r e d u c e  o s t  o f  t i m b e r ,  

c o u n t i n g  o n  v a r i a n c e  o n  w a s t e  d i s c h a r g e  f r o m  E P A ,  r e c o v e r y  

o f  t h e  m a r k e t )

4.  H o w  l i k e l y  t h a t  t h e  m i l l  w i l l  c l o s e  i f  t h e  e m p l o y e e s  d o n ' t  

p u r c h a s e ?  ( a p p a r e n t l y  l i k e l y )

5. W h a t  w i l l  t h e  e f f e c t  o n  t h e  c o m m u n i t y  b e  i f  i t  d o e s  c l o s e ?  

( K e t c h i k a n  m a y o r  s a y s  t h e  l o s s  o f  t h i s  m a j o r  i n d u s t r y  w o u l d  

a f f e c t  a t  l e a s t  1 / 3  o f  t h e  c o m m u n i t y  -  c u r r e n t l y  e m p l o y e e s  8 0 0 )

6. A c c o m p a n y i n g  t h i s  l o a n  g u a r a n t e e  b i l l  T u n d e r s t a n d  a n  

a p p r o p r i t i o n  o f  $ 2 5  m i l l i o n  i s  n e c e s s a r y .  W h a t  i s  "lie s t a t u s  

o f  t h i s  a p p r o p r i a t i o n ?  ( W a l l y  K u b l e y ,  w h o  l o b b i e s  f o r  L P K ,  

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

i t  i n c o r p o r a t e d  i n t o  a b u d g e t  b i l l .  H e  h a s n ' t  g i v e n  u p ,  t h o u g h . )

H o w  d o c s  a n  E m p l o y e e  S t o c k  O w n e * s h i p  T r u s t  ( E S O T )  w o r k ?  ( t h i s  

i s  what: t h e  e m p l o y e e s  h a v e  f o r m e d  t o  p u r c h a s e  L P K )



SENATE

FURTHER: F I NAN CE

3 / 9 / 8 4

Date ■! v  i\

Mr. President

The Committee on RESOURCES c onsidered SB 47)

forest products business loan guarantee  program} s'd.

and (a m a j o r i t y  of the committee) (the committee) reports it bac k with  
the following recommendations:

do pass

do pass with attached amendment(s)

replace with/or adopt CS for ____________________________________________
new title
same title and recommends

and attached a "LETTER OF INTENT" 

reports it back without recommendation 

recommends referral to

( ] NEW FISCAL NOTE

Committee

1EMBERS SIGNING 
D O  PASS

MEMBERS HAVING 
OTHER RECOMMENDATIONS

A ' '

—

■ - _____________

j f

v . is? / / /  / <

W  /  , }

Chairman

Chairman recommendation



AMENDMENT FOR APPROPRIATION BILL:

The sum of $25,000,000 is appropriated from the general fund to the

Department of Revenue for the forest products business loan guarantee 

program (AS 45.94)
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