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BY THE LABOR AND

IN THE SENATE COMMERCE COMMITT!

SENATE CONCURRENT RESOLUTION NO .~ J
IN THE LEGISLATURE OF THE STATE OF ALASKA

SIXTEENTH LEGISLATURE - FIRST SESSION
Suspending Uniform Rules A1(b), 24(c.”
and 35 of the Alaska State Legislate

concerning House Bill No. 123.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
That under Rule 54 of the Uniform Rules of the Alaska State Legisl.
ture the provisions of Rule 41(b), Rule 24(c), and Rule 35 of the Unifo
Rules, regarding changes to the title of a bill, are suspended in consi

eration of House Bill No. 123, relating to the Alaska Industrial Develo

ment and Export Authority.
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STEVE CUWPER

GOVERNOR

STATIN or A JAHKA

OFFICE OF THE GOVERNOR
AWK RAU

January 27, 1989

The Honorable Sam Cotten
Speaker of the House
Alaska State Legislature
P.O. Box V

Juneau, AK 99811

Dear Mr. Speaker:

Under the authority of art. [ 11, sec. 18, of the Alaska
Constitution, | am transmitting a  bill authorizing the
Alaska Industrial Development and Export Authority (AIDEA)
to finance development enterprises.

The most significant provisions of this b ill relate to
AIDEA*s ability to finance resource development projects
that AIDEA intends to own or operate (such as the Red Dog
Mine project). In this regard, the bill would permit AIDEA

to issue wup to $25,000,000 of its bonds for such a project
without requiring passage of a law approving the project.
It would also permit AIDEA to transfer amounts among its

various accounts to provide more financing flexibility.
(Although the provisions [proposed AS 44.88.095(b) and (f)]
requiring legislative approval before certain bonds
exceeding specified amounts may he issued raise a
constitutional question under the separation-of-powers
doctrine, | know of the legislature's concern about bond
issuance and | believe that it might be helpful to set out
this procedure in the statutes, as a courtesy to the

legislature.)

Another significant provision would require originating fi-

nancial institutions to retain a higher percentage of a loan
before it may sell it to AIDEA. Under existing law, a fi-
nancial institution must retain 10 percent of a loan. AS
44 .88.155(d). Under this bill, the originating financial
institution must retain 20 percent of the loan. By increas-
ing this requirement along with the amount that AIDEA ~can
invest in or loan on projects, it is hoped that financial
institutions w ill carefully select the projects for which
they w ill extend credit.

This bill will allow AIDEA to gather together all funds and
accounts established by law and administer them as a part of
the revolving fund of the authority. AIDEA would be given

the power to transfer freely between accounts within the



The Honorable Sam Cotten Page 2

development fund so that it has the flexibility to adapt to
the appropriate structure of a financing proposal presented
to it for financing. AIDEA would be given the power to cre-
ate separate accounts necessary to guarantee repayment of a
bond issue if that action becomes necessary to make the
bonds marketable.

The bill also amends a provision in existing law which re-
presents to investors in AIDEA bonds that the state might
step in and make bond payments if the authority is unable to
do so. This section acknowledges the state's moral obliga-
tion to back AIDEA's revenue bonds if the authority becomes
insolvent. The bill would change this moral obligation
representation to apply only to bonds issued on or before
January 1, 1989.

The bill would expressly confer on AIDEA the power to share
ownership of projects with private enterprises by either
forming a partnership, joint venture, or other form of coop-
erative ownership agreement.

The bill would also amend the provision in existing law that
prohibits AIDEA from purchasing loans from financial insti-
tutions that experience a two percent or greater delinquency
rate on loans made by the institution. The bill would allow
AIDEA to set the target delinquency rate by regulation. By
adopting this technique, AIDEA will be given the flexibility
to adjust the delinquency rate to reflect existing economic
conditions. The inflexible rule in effect under existing
law sets the rate too low to allow the majority of banks in
the state to qualify for AIDEA~-finaneing.

| urge your favorable consideration on ihis bill.

VSp/ncereav®™  /j

teve Cowpe
overnor



No. 1
1989 %REL%\%&}EA\%%HON PBUEBLLlesEHRDS/:?E; :_HHBOUSElzi/27/89
FISCAL NOTE

REQUEST:

Revision Date: Agency Affected:Commerce & Econ. Dev.
Title: A.IDEA. BRU; AIDEA

Sponsor:  Rules Committee. Components :.

EXPENDITURES/REVENUES: (Thousands of Dollans)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- -0- -0-
CAPITAL -0- -0- -0- -0- -0- -0-
REVENUE -0- -0- -0- -0- -0- -0-

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER
TOTAL -1I- -0- - U - L0 -0- -0-

POSITIONS:

FULL-TIME _0- _0- _0- _0- _0- _0-
PART-TIME
TEMPORARY

ANALYSIS : (Attacha separate page ifnecessary)
Existing staffing and budget of the Authority will be utilized to
implement legislation. The primary focus of the Authority will shift
from commercial/service sector financing to primary basic industries.

Prepared by : Wagndn, Executive Director one- 2721651
Division:  Alaska Industrial development & Export Author 1257TW
Approvedhvrnmmiwinner: Larry Merculieff. Com“/Inone”  pate:
Agency: Dept, of Commrerce & Economic Development
Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requester
Office of Management and Budget "1
Impacted Agency(iies) page of

mr0080p
012589
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STATE OF ALASKA ' BILL VERSION iCHHB— |23 )
1989 LEGISLATIVE SESSION PUBLISHDATE: HOUSE 1/27/89
| FISCAL NOTE
REQUEST:
Revision Dale: AgwryAffrrrrri-Commerce a Econ.  Dev.
Tide:AIDOI BRU: AIDEA
Sponsor: Rulps Committee Components:.

Requestor: Env/pmor

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 89 FY 90 FYy a1 FY 92 FY 93 FY 94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- -0- -0-
CAPITAL -0- ~0- _0- _0- _0- “0-
REVENUE -0- -0- -0- -0- -0- -0-

FUNDING: (Thousands of Dollars)

GENERALFUND
FEDERAL FUNDS

OTHER
TOTAL ~U~ L2fFU- -0- -0-~ -u- -0-

POSITIONS:

FULL-TTME -0- -0- -0- -0- -0- -0-
PART-TIME
TEMPORARY

ANALYSIS : (Attacha separate page I
Existing staffing and budget of ti]e Authority will be utilized to

implement legislation. The primary focus of the Authority will shift
from commercial/service sector financing to primary basic industries.

Preparcoby “Bert Hagnmi. Executive Director one 279-1651

Division:  Alaska Industrial development & Export Author 7T7757TW

ApprovedhyCnmmisKiniyr; Larrv Merculieff. Comm™/inori®_ pate:

Agency: Dept, of Commerce & Economic Development

Distribution (by preparer): - .
Legislative Finance Ih)s 4seal nole 'is. &pproprictle.
Legislative Sponsor ~ ~ =

S CS/ <3WB Jj» CcCL + C)
of

01258%a SA".QA-e. LN C c&mrriiTTee.



1990 -E%REL%\EFR\}EA%’E%&ON PBUIBLLLI\;EHRDS/:iNE:: SCS CSHB 123 (2d L&C)

FISCAL NOTE

REQUEST:

Revision Dale: Agency AfTeemdCommerce & Economic Dev.
Tide: An Act rel. to the Alaska Industrial bru- AIDEA

Development & Export Authority

Sponsor:  Rules Committee/Governor” Components- =

Requestor: Senate Labor & Commerce Comm. 1

EXPENDITURES/REVENUES: (Thousands of Dol lars)
OPERATING FY 91 FY 92 FY 93 FY %4 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND* STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING ™ O 0 0 w 0 0

CAPITAL 1 0 0 0 0 0 0

REVENUE 0 0 0 0 0 0

FUNDING:  (Thousands of Dollars)

GENERALFUND

FEDERAL FUNDS

OTHER 0-

TOTAL U """" u ' ' JL Q _Q

POSITIONS:

FULL-TDVIE 0 0 0 0 0 0
PART-TIME
TEMPORARY

Axishing sta$rmj anET&utfglt or Authority will be utilized to implement
legislation. The primary focus of the Authority will shift from commercial/

service sector financing to primary basic industries.
SEE ATTACHED ANALYSIS

Preparcdby: ~ Bert Wagnon, Executive Director AmSe  551-8050
Division . Alaska IndustrialDeve]'OpmenllL& Export Authonitfry- 5/6/90
Approved by Commissioner: LjlPry prercui Terr N Z———— Date: S-- —- -
Agency: \tl)epartment of Commerce & Economic Development
Distribution (by preparer):

Legislative Finance

Legislative Sponsor

Requestor

Office of Management and Budget 1 3

Impacted Agency(ies) PN ————- -

LW/dgl 68100/042790a



Fiscal Note Analysis: SCS CSHB 123 (2d L&C)

Se t| 250f he bill would give AIDEA the authority t sue m|II|o
In bonds for hee msﬂm Rm n-and constructron fﬂ a|rc
m | ltﬁﬂon(f e facility Tocate orage Internationa |rpor wne

I|m|naa/coste timates range from 32(? million to%OmlIhon, with the final
cost depending on the number oTusers and their requirements

0 Development Schedule
The project development sequence is as follows:

Phase | - obtain airline consensus and commitments
Phase Il - design development and permitting
Phase Il - construction

It i Peﬁ%)ec ?.thibglhases | and 11 would be completed in 1990

ectlon Would |veAI EAthe a thorlt t0| $%?mlll|on|n honds t ?
cw fion eSEH n[q % struc IC USe ore termin
agway 0 he owned "Author]

Eectlon éwould @I\l AID the auth ntXto |ssh1e up P%%Pc])“r%ne s? sht

aﬂyﬁoo 6ok Ralaska 10 e owne byp ”XC It?gr|t0 |

Paymenhs from dp ﬂseevresn% tl?e f Sulmﬁs vgllh]%e er t|g rceosltjs”%ad det% s wcg
docmients. Use (5 &1 EEments WV\ﬂ provide necessary revenue for )ep ratlons

mamtenance al { service.

?ecton 8 would give £ IDEAthe authority to issue up to $85 million, in bonds
ot ycoge eration projec

The estima cen trucu csto ect is $1 t| estimated

tha dom n |n tWI um% I|on 09ng

Capr%lem p“’V' % "é‘mé’r nco% s i) mosT"f‘P&eelX

'%z
honza ca&) al%)ro riatl s of
m|I 10N 1n Te era on mstaefun s Wil 'be required.
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The proHect IS ant|C|pated to be completed in FY 96. The expenditures by fiscal

year will be as follows:

FY 91 $ 8000.0

FY 92 11,000.0

FY 93 46,000.0

FY 94 52,000.0

FY 95 58,0000

FY 96

Total $192,000.0

No separate legislative appropriation is required for AIDEA toissue the revenue
bonds for the projects; therefore, this fiscal note Is zero.
It should_be noted that an alo ro(smatlon of $25 million in state funds from the
Ra|IbeIt Energy Is included in, CSHB 463 (Fin); this fiscal note assumes
that the e also WI|| be an appropriation for the remainder of the state funds, as
well as the $92 million in federal funds.

LWA/1526m Page 30f3



Senate Judiciary Committee

April 3, 1990

MEMORANDUM

T0: Senator Dick Eliason, Chairman
Committee

FROM:

SUBJECT:

Attached is an amendment for committee consideration for
Incorporation Into HB 123

As you may recall, chapter 68 SLA 85 authorized the sale. of bonds
for the DeLon? Mountain transportation RrOJect. A provision of  this
law requires all revenues in excess of those required to be retained
under the DeLong Transportation Project Bond Resolution be
remitted_to the Department of Revenue for deposit into the general
fund. ~The attached amendment repeals this requirement and
Instead, these revenues would be retained by the Alaska Industrial
Development and Export Authority.

The additional revenue stream is to assist the Authority in its efforts
to construct an aircraft_maintenance facility at Anchorage
International Airport.  The project will also require the “Authority to
Issue up, to $50 million In revenue bonds (the Governor is to e
Introducing bond authorization legislation).

Current Authority covenanfs require it to maintain_ cash flows of
150% of annual “debt service for every year In which bonds are
outstanding.  Bond rating agencies will “require the Authority to
Illustrate Coverage for thé life of any new bond issue. This new issue
IS expected to be a 25 year issue.

Post Office Box Ve J'meau, Alaska 90811



The Authority's current financial situation will not allow for
maintenance "of the cash flow coverage covenant with the issuance of
an additional $50 million in bonds unless there .is an. additional
revenue stream.  This amendment will accomplish  this.

Incorporation of this provision in HB 123, as well as the Legislature's
authorization of the issuance of revenue bonds, will be integral to the
future of the aircraft maintenance project.

For your reference, a copy of the current agreement between the
gTUttWemB(/ /and Department ‘of Revenue is attached, as well as a copy

Your consideration of this amendment is gratefully appreciated.



AMENDMENT

OFFERED IN THE SENATE

TO: SCS CSHB 123(L&C)

Page 12, following line 15:
Insert a new bill section to read:

"* Sec. 23. Section 3(2), ch. 68, SLA 1985,

is repealed.”

Renumber the following bill sections accordingly.

6-0799hDat
Bannister

FAIKS

3/22/90



ATTACHMENT "C"

AGREEMENT
between
ALASKA INDUSTRIAL DEVELOPMENT AUTHORITY
and
ALASKA DEPARTMENT OF REVENUE

This Agreement is entered into between the Alaska Industrial
Development Authority (AIDA) and the Alaska Department of
Revenue (Department) with respect to the transfer of Project

Revenues related to the DelLong Mountain Transportation System

(Project) from AIDA to the Department for deposit in the
general fund of the State. . As more fully described below, AIDA
agrees to transfer to the Department all Project Revenues

related to the Project not needed to satisfy debt service

obligations and the obligations arising under the Agreement for

the Financing, Construction, Use, Operation, and Maintenance of
the DelLong Mountain Transportation System, dated June 30, 1986,
executed between AIDA and Cominco American, Incorporated (the
Use Agreement). Capitalized terms not defined in this
Agreement have the meaning defined in the Use Agreement.
Pursuant to the Use Agreement, AIDA has agreed to finance the
construction of the Project with (i) cash and principal and
interest payments on the loan portfolio appropriated to AIDA
under <ch. 67, SLA 1985, and (ii) proceeds o f the sale of Series

1987A DelLong Mountain Transportation Revenue Bonds (Bonds).
The Use Agreement further provides for the payment of annual

User Fees by Cominco American during the 50 year period

commencing in 1991. The bond resolution for the Bonds
(Resolution) woill provide that, except for Operation and

M aintenance Expenditures, all Project Revenues are pledged in
support'of the principal and interest payments on the bonds.
The Resolution will further provide for the establishment of a
Sustaining Capital Fund ($5,000,000), and a Maintenance and
Operations Fund (est. $2,000,000), as required in the Use N
Agreement, and for the transfer of such funds to AIDA wupon

receipt by the Trustee of sufficient funds to meet all
obligations arising under the Resolution (defined as "Parity"

in the Resolution).

AIDA agrees to deliver to the Department all money generated by
the Project to the extent permitted by the Resolution. At the
time of Parity, the Resolution woill provide for the release of
any pledge or covenant with respect to the receipt of Project
Revenues. At that time, AIDA is required under the Use
Agreement to maintain the Sustaining Capital Fund and to
establish a Cominco Claims Account ($10,000,000). Further,
AIDA remains subiject to various contractual obligations during
the term of the Use Agreement. AIDA intends to set aside funds
necessary to meet all actual and contingent obligations arising

under the Use Agreement from the funds made available by the



Trustee. Except for those funds which AIDA retains to meet

such contractual obligations, AIDA hereby agrees to transfer
all Project Revenues to the Department for deposit in the
general fund.

For purposes of this Agreement, "Project Revenues"” consist of
principal and interest payments on the loan portfolio and all
to Il fees (minus any refunds due wunder the Agreement) paid by
all Users of the Project, including any Contingent Escalator
for Zinc Price Increases or any Contingent Tonnage Pees for
Shipments Exceeding Allowable Dase. "Project Revenues™ do not.

include the following:

(a) payments by Users for maintenance and operation

expenses,;

(b) the funds established under the Use Agreement which
will be established by or transferred to AIDA and
Project Revenues, if any, necessary to replenish such

accounts following Parity.

Under present projections, AIDA anticipates that Project
Revenues w ill be available for transfer to the Department for
deposit in the general fund on or before January 1, 2001.
Starting with the calendar year 19914, AIDA w ill annually advise

the Department of the anticipated amount of Project Revenues to'

be transferred to the Department during the following fiscal

year. AIDA shall further advise the Department of the amount
of Project Revenues to be retained by AIDA to meet its
contractual obligations under the Use Agreement.

This Agreement is submitted in satisfaction of the requirement
established in ch. 68, SLA 1985.

"Hugh yHalo~ne, Commissioner /bate

Alaska Department of Revenue

Bertram L. Wagnon, Executive Director * Date

Alaska Industrial Development Authority



[*wn ChopUr No.
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AN ACT

. . . |

Relatm%;+ Co ch* authorization of bond* or nocc* for Che
DeLong Hounceln c¢cr«n*porc*Clon project, eatabllahln%,con*
didone under which ch* bond* or noce* may be laauedi end
providing for *n effective d«ce.

M ftENACTED BY TMe' IEOrSLATURE Of THE STATE Of ALASKA!
THE ACT FOLLOWS OH PACE 1, LIKE 12

by ch* Covernori H«)( 31, 1995
fective D*cet July 1, 1985

Chepcer %8

AH ACT
Relating co ch* euchorltidon of bond* or note* for eh*
DeLong Hounceln tr»n»port»clon project, **t»bll*hing con-
dition* under which the bond* or noce* nay be lituedi and
providing for an effective date.

* Secclon 1. The Alaak* Induicritl Development Authority 1* *uchorlt*d
to Itiue bond* or note* In a principal amounc not Co axcaed 9175,000,000 to
provide financing for Che Delong Mountain tranaportatlon projecc.

* Sec. 2, Before bonda or nocea authorized under aec. 1 of chit Act nay
be latued, che Alaak* Induacrlal Development Authority ahall comply with
AS 11,88.173 and ahall Incorporate Into Ch* final finance plan and agree-
ment for Che DelLong Mountain tranaporcatlon projecc the following carat and
condldone t

(1) Cominco, Ltd. la required to agree In writing that

(A)  Cominco, Ltd. vlIIl pay for all or aportion of Che
operation and maintenance of facllicle* conatructedaa part of the
projecchated on the uae Cominco Alaaka make* of th*faellltlea com-
pared co ch* uae made by ocharai

(6) If Cominco Alaaka ceaaea co develop ch* Red Dog Mine
after cotca have been Incurred by th* Alaaka Induatrlal Development
Authority for th* project, Cominco, Ltd. will pay th* authority for
Choae cotta Cogether with InCereat from che data the coata were In-
curredi

-1- CSB 280(FIn) am

INJNHOVLLY

n Gu



Chapter 68

(C) Coll feat paid by Cominco Alnka for chc uae of facll-
[tUi constructed it pare of tha projact to cha Alaaka Induatrlal
Development Authority may ba periodically adjuatcd If tha prica of
tine rlaaa abova a lavcl that ylalda a return on Inveitmenc conaen*
euraca vith rlaki
(2) tha United Statea government tankaa available land In che
Capa Kruicnacern National Monument that la included In chc propoted land
exchange with NAHA Regional Corporation to th* corporation for conitrucclon
of a traniportatlon ayatemi
(3) NAHA Regional Corporation la required to agree In writing to
aell, laaaa for a prepaid term of at laaat 99 yaafci or grant a perpetual
gaaemaoc to tha Alaaka Induatrlal Development Authority, at no more chan
fair market value, land notded for cha port and road conatructad aa part of
tha projact and -land naedad for future expanalon of tha road and port,
subject to no tanva or condlclona Inconalecenc with uae aa a public road
"and porti
(4) tax axatnpc financing for tha project la uaad to che maximum
extant poiclblei
(i) a coll achedula, that may ba periodically adjuated, Ia
eatabllahad for uaa of facllitlaa conatructad aa part of the project that
(AJ .anaurei full repayment of and a raaaonable return on
tha acaca'a Invaatmanc in cha projacti and
(6) guarantee* equitable acceai to Che facilltlea by all
uaer* and potential uaera, including accaea to private property and
ecctii for travel neceaaary and related to roaource exploration and
development for which valid ptrmlci have been obtained and travel In.
tupport of reeourc* exploration and development!
(6) contract* for the construction of cha port and road are
aubjact to AS 36|
CS36 2S0trin> am -2-

t*
Chapter 66

17) reaaonabla acceai to tha port and road la gu*>anc*ad to all
uaera and potential uierei

(6) cha Alaaka Induatrlal Davelopmant Authority will own and
operate the facilltlea collactlvaly referred to aa th* Delong Mountain
traniportatlon projact.

* Sec.* 3. Before bondi or notaa authorlr.ad under aac. | of thl* Act may

be liaued, che Alaaka Induatrlal Development Authority ahall

(1) report in writing to the leglaletlve budget and audit com-
mittee that the condition* under aec, 2 of thla Act have baen tamti and

(2) agree vlth the Department of Revenue in writing co deliver
all money generated by the DelLong Hountaln traniporcacicn project to th*
Department of Revenue fordeposit in the general fund, other chan money
neceaaary for payment of tha principal and Intaraat on bond* or notaa
laaued under aac. 1 of thla Act and axcapt aa may otharviaa ba provided In

che bond or not* covenant*.

* Sec. 6. Aa uaad Inthis Act, "reasonable return" maana a rata of
return on th* total Invaatmanc of th* atata of at laaat flva percent,

* Sec. 5. This Act take* affect July 1, 1983,

-3 280(Tin) as



AMENDMENT

T0: HB 123

By:
*Sec. . AS 44.88 is amended by adding a new section to read:
Sec. 44.88.542. Notwithstanding the provisions of AS 44.88.54 0,

if the authority purchases at a discount the principal amount of
a loan initially retained by an originating bank that is in
financial distress or insolvent, the authority shall transfer from
reserves an amount representing the discount to the business
assistance fund established in AS 44.88.500. If the authority
subsequently suffers a loss on a loan covered by this section, an
amount equal to the loss may be transferred from the business

assistance fund to the reserves of the authority.

* Sec. . Sec. of this Act is retroactive to August 30, 1988.

Enclosure 1



MVEMORANDUM State of Alaska

Department of Law

Honorable Jan Faiks 0AfE April 26, 1990
Alaska State Senate
Juneau, Alaska 99811 file no *
tel no 465-3600
subject AIDEA discounted loans

You requested our advice whether a law could be enacted
that passes along to borrowers any advantage accruing to the Alaska
Industrial Development and Export Authority (AIDEA) from loans
purchased at a discount from the Federal Deposit Insurance
Corporation (FDIC). Your question arises bhecause borrowers desire
to reap some advantage from the significant discount negotiated by
AIDEA when it purchased the portion of loans held by a failed
originating bank.

Upon the failure of First Interstate Bank, FDIC assumed

ownership of the bank's assets. For unknown reasons, AIDEA decided
that it was prudent to purchase First Interstate's interest in the
loans. On August 30, 1988, AIDEA agreed to pay FDIC $8,000,000
which represents 64% of the value of the obligations held by First
Interstate Bank. These obligations represent the retained part of
loans purchased by AIDEA in its secondary mortgage market capacity.
Under law and regulation, the originating bank must remain a

creditor for at least 20% of the principal amount of any loan
purchased by AIDEA.

To our knowledge, none of the borrowers are claiming that
they are financially unable to meet existing payments. Rather,
they perceive that AIDEA should share any benefit obtained from
FDIC with the approximately 50 borrowers who originated their loans
with First Interstate Bank. In our view, any plan to benefit this
class of borrowers may suffer from two constitutional infirmities.
First, there is a serious question whether a gratuitous extension
of the benefits of the discount obtained from FDIC violates the
public purpose doctrine embodied in Art. IX, Sec. 6 of the Alaska

Constitution. Second, the decision to confer a special benefit on
a limited class of borrowers may violate the prohibition against
special legislation set out in Art. |1, Sec. 19 of the Alaska

Constitution.

The public purpose issue is not an easy one to resolve.
The validity of a statute under the doctrine must be determined on
a case by case basis. If the legislature were to enact a bill that
requires AIDEA to pass on the discount, a court would presume that
the legislature determined that the statute embodied a public



Honorable Jan Faiks April 26, 1990

Alaska State Senate Page 2
purpose. A court will set aside that determination only if ™"it
clearly appears that such finding is arbitrary and without any
reasonable basis in fact."” PcArmond y, Alaska State Dev. Corp.
376 P .2d 717 (Alaska 1962). To date, we are unable to formulate
a good reason for conferring the benefit on this class of
borrowers. AIDEA allows borrowers to work out of financial
difficulties on a case by case bhasis. For its forbearance AIDEA
benefits by obtaining a more enforceable obligation to pay. That
is, a borrower who would default s able to continue making

payments on the loan.

Under these circumstances, it appears likely that a court
would find the determination of public purpose to be arbitrary.
There is no recognizable benefit to the state to be derived from
discounting the debt due to AIDEA. The test of the
constitutionality of a statute requiring the use of public funds
is whether the statute is designed to promote the public interests,
as opposed to the furtherance of the private advantage of

individuals. Opinion of the Justices. 197 N.E.2d 691
(Mass. 1964). As a general rule, the statute must directly benefit
the public interest. An incidental benefit to a private interest
is permitted. Suber v. Alaska State Bond Committeer 414 P .2d 546
(Alaska 1966). However, the reverse condition is not wvalid.
Incidental public benefit coupled with direct private benefit makes
the statute invalid under the public purpose doctrine. Port
Authority of city of St. Paul V. Fisher. 132 N.W.24d 183
(Minn. 1964). As for the proposal under consideration here, we

discern no direct benefit to AIDEA or the public.

«

The second legal issue to consider is whether giving
favorable treatment only to borrowers who were served by failed
banks constitutes special legislation. AIDEA has approximately 249
loans outstanding that were financed from hond sales. An
additional 189 AIDEA loans were transferred by appropriation to
AIDEA from other state agencies. These loans also have a bank
participation feature. If these two categories represent the
entire class of borrowers who are similarly situated, what

justifies giving a lesser included group special treatment? The
loans with failed banks seem indiscernible from the. remainder.
AIDEA could be open to a claim from other borrowers if a benefit
is conferred only on the borrowers of loans from a single failed
bank.

Analysis of a special legislation claim is substantially
the same as the analysis of an alleged wviolation of the wequal
protection guarantee of the Alaska Constitution. Boucher v.
Engstrom, 528 P .2d 456 (Alaska 1974); State V. Lewis.

5569 P .2d 630 (Alaska 1977). Under the rational basis test adopted
in Isakson v. Rickev. 550 P .2d 359 (Alaska 1976) the court employs
a less deferential, means to ends analysis. The court w ill closely



Honorable Jan Faiks April 26, 1990
Alaska State Senate Page 3

inspect the reasons advanced for any statute that singles out a
limited class of persons for special treatment. We are without any
basis to conclude that good reasons for special treatment exist
that would apply to all members of the class of borrowers affected.
Without some factual basis, a statute conveying benefits limited
to a small group of Dborrowers would not withstand a legal

challenge.

At your request, | have prepared an alternate provision
without legal defects that you may wish to consider. Enel (1) .
The provision would require AIDEA to credit the business assistance
fund (AS 44.88.500) in advance with amounts attributed to loans
purchased at a discount from insolvent banks. [If a borrower on one
of the these loans defaults, AIDEA may deduct the discount amount
from the business assistance fund and return it to reserves. Under
this proposal, the amount of the discount would remain available
to AIDEA. However, because amounts in the business assistance fund
are used to guarantee commercial loans, the provision has general
application to all deserving borrowers who may require assistance.
I hope this memo will serve your purposes.

JLB :jr

encl.



480 WEST TUDOR « ANCHORAGE, ALASKA 99503-6690 « (907) 561-8050 » FAX: (907) 561-8998

December 12, 1989

The Honorable Dick Eliason

Chairman, Senate Labor & Commerce Committee
P.O. Box V

Juneau, Alaska

Dear Senator Eliason:

| wanted to take this opportunity to thank you for your consideration
last session in scheduling hearings and passing out SCS CSHB 123 (L&C).
Unfortunately like a reoccurring bad dream, | have requested that the
Senate Rules Committee return the bill to your Committee for
consideration of three amendments.

The first amendment would delete the prohibition added by the House
Judiciary Committee, against any form of joint venture. The second
requested amendment involves a change of a bond authorization date due to
the passage of a years time. The third amendment would allow the moral
obligation of the State to remain in place for refunding bonds. Attached
arehthe requested amendments along with an explanation of the need for
each.

If 1 can provide any additional information or explanation prior to the
session, please let me know.

Sincerely,

Bertram L.~ Wagnon
Executiyd”™Director

BLW/ss
attachment(s)



Amendments to SCS CSIIB 123 (L & C)

DELETE:
SECTION 5. (Page 3, Lines 10 - 12)

The House Judiciary Committee deleted language from the original
version of the bill providing for equity investments, partnership and
joint venture agreements on projects. Additionally, Section 5 was
inserted prohibiting any form of joint ownership in a project.
Authority staff have reviewed this prohibition with the Attorney
General's office and request that it be deleted. This amendment by
the House Judiciary Committee would prohibit projects such as Red Dog
(involving a relationship between Cominco, Nana and AIDEA) as they
could very well be constructed to involve joint ownership (i.e. lease
of lands, wuse rights to a third party coupled with Authority
ownership of leasehold improvements). Additionally, such an
amendment would prohibit the Authority's proposed financing for
Unalaska's Dock Expansion project, as this involves a sale and lease
back agreement between the City of Unalaska and AIDEA coupled with
lease assignments from private shipping firms. The ability to enter
into relationships with municipalities and private concerns is an
important aspect of the Authority's ability to develop economically
viable projects. The amendment also is contrary - at least
indirectly - to the concept embodied in AS 44.88.155 (d)(7) which
requires a minimum level of bank participation in loans financed by
AIDEA. If these loans go into default, AIDEA's (and AIDEA's
bondholders’) position can often be protected only by a joint venture
ownership arrangement with the participating bank.

AMEND:
Section 8. (Page 6, Lines 13 and 14)
This section would prohibit the Authority from issuing any bonds,
other than refunding bonds, after January 1, 1991. As a year has
passed since the House Judiciary placed this limitation, at a minimum
it is recommended that the date be changed to January 1, 1992.
Suggested text of change:

Section 23. (Page 12, Line 16) Change January 1, 1991 to
January 1. 1992.



Amendments cont'd
Page Two

AMEND:
Section 10. (Page 7, Line 14 and 15)

A review of this language has revealedan oversight that should be
corrected. The intent was that no newbonds of the Authority would
have any expressed language entitling the holders to the moral
obligation of the State of Alaska. A provision should have been
included which grandfathered in refunding bonds (a bond issued to
replace an already existing bond atno greater par amount and
normally at a lesser interest rate).

As interest rates have fallen, it is possible that the Authority may
at some future date desire to issue refunding bonds for some of its
outstanding debt.

Accordingly the following amendment is requested:

Section 10. (Page 7, Line 14 and15) After January 1, 1989,
insert and/or a capital reserve fund securing bonds issued at
any time which refund bonds secured by a capital reserve fund
created under this section on or before January 1. 1989.

DOCSMS/12/p81&82
(12/12/89)



ey 7, 1.989

Senator Dick EI ia=»on

Chai r-man

Senate Labor and Commerce Committee
Alaska 8late Senata

Re: HB 123; Proposed amendment
relating to international
alrports

Dear Senator Eliason:

Enclosed you will please -find an amendment to CSHB 123
(Jud) am relating to AIDEA cooperative assistance to
international airoorts in the state. You are no doubt aware that
the Department of Transportation and Public Facilities is
agressively marketing the international airports in Anchorage and
Fairbanks as portals -for international airports and -freight.
This effort is especially critical now that man% airlines are
converting to long range aircraft that are capable of bypassing
the state in favor of airports located in the lower- 48 states
The department is exploring innovative financing techniques to
‘encourage commercial concerns to locate facilities on the
international airports in the state

Often it is necessary to improve airport land and

utilities serving the airports to make it feasible for a
potential lessee of airport land to determine to locate a
facility in the state. The international airport revenue fund
has a sufficient balance to serve as the source nf financing for

a lessee or public utility that desires to make necessary airport
improvements.” The managers of the airport revenue fund lack the
commercial lending experience to Froperl -service a loan to th-sse
entities. This amendment would allow AIDEA tn act on behalf of
the Department of Transportation and Public Facilities to make
sure that any financing arran?ement is commercially reasonable

| am prepared to offer testimony in support of this
amendment if you or- a member of- your committee desires.

Attachment (1)
Bert Wagnon

Execut.”vp D,-00tor

Alaska Indus'™ eea? D”-vel ocunent and
Exoart: Authority



AMENDMENT
TO: CSHB .123 (dud) am
Page? 3, between lines 2? anti 28;

OSeaz. . AS 44.85.000 is amended by adding a new subsection to
read:

(25) tc make cooperative agreements with the Department of
Transportation and Public Facilities acting an hehalt o-f the
international airport revenue -fund established under A8 37.15.430
to acquire, equip, operate, maintain, construct or install
efacilities that will enhance the competitiveness of the
international airports, including a cooperative agreement to lend

amounts from the international aitrport revenue fund to finance
the' e\t/elopement or improvement, of utilities serving the
airports.

Renumber remaining sections accordingly.



ALASKA INDUSTRIAL DEVELOPMENT
AND EXPORT AUTHORITY

April 20, 1990

The Honorable Dick Eliason

Chairman, Senate Labor & Commerce Committee
Alaska State Legislature

P.O. Box V

Juneau, Alaska 99811

Dear Senator Eliason:

Thank you for scheduling HB 123 for a hearing on Friday. Your staff has
requested an explanation for the proposed amendment by Senator Faiks
allowing future revenue flows from the Delong Mountain Transportation
Project to support future Authority bond issues, specifically, a proposed
aircraft maintenance facility located at Anchorage International Airport.

The Authority's existing bond covenants require that prior to issuing any
new debt, the Authority demonstrate that future revenue flows over the
life of the proposed new bond issue will exceed 150% of debt service in
each and every year that the new bonds will be outstanding. The
Authority's current short term financial position is very strong;
however, buyers of the Authority's bonds required this covenant not just
for the short term but for the life of the bonds to be issued (normally
25 years). Due to the recent downturn in the state's economy, cash flows
from loans have not met expectations and while financially capable of
continuing its traditional lending program through banks, the increased
burden of the Unalaska project bonds of $7 million, the Skagway project
bonds of $20 million and the Healy project bonds of $70 million will
place the Authority very close to its 150% debt service coverage limit.
Current projections indicate that the addition of the aircraft
maintenance facility wouldcause this Ilimit to be exceeded and the
Authlority would be unable to issue the required bonds to finance the
Facility.

At this point the maintenance facility appears to be a worthy project to
pursue. Two major carriers have expressed considerable interest in such
a project (see Attachment "A"™) and the benefits to the Airport and
community in terms of good-paying, quality jobs could be considerable.
The reduction in international passenger flights created by longer range
aircraft and improved relations with the Soviet Union can, to a certain
extent, be mitigated by creating a major maintenance facility. As air
freight becomes more and more important to Anchorage, a major maintenance

480 WEST TUDOR *ANCHORAGE, ALASKA 99503-6690 + (907) 561-8050 « FAX (907) 561-8998



Senator Eliason
April 20, 1990

Page Two
facility will provide Anchorage with an additional incentive for
international air freight carriers. Additionally, Alaska Airlines

currently performs its major maintenance in Seattle and Oakland. With
Alaska’s involvement in this project the opportunity exists to turn
Anchorage into a major maintenance station and capture the related
employment as that carrier expands its fleet.

Our calculations indicate that in FY99 excess revenues will be available
from the Delong Mountain Transportation Project bond issue. Attachments
"B" and "C" illustrate future revenue flows and debt service under
various scenarios. By utilizing this revenue stream the Authority will
have the financial capability to continue to finance our existing
programs as well as those development projects currently being considered
by the legislature.

Sincerely,

/

‘Bertram L. tyagnon
Executive Director

BLW/ss

Attachments



Attachment "A"

ALASKA INDUSTRIAL DEVELOPMENT
AND EXPORT AUTHORITY

480 WEST TUDOR « ANCHORAGE, ALASKA 90503-6690 « (907) 561-8050 « FAX: (907) 561-8998

March 29, 1990

The Honorable Jan Faiks
Alaska State Legislature
P.0. Box V

Juneau, Alaska 99811

Dear Senator Faiks:

Thank you for taking the time to meet with me and discuss the proposed
Aircraft Maintenance Facility at Anchorage International Airport.

Representatives from Federal Express met with Governor Cowper and
expressed interest in a shared aircraft maintenance facility. Governor
Cowper instructed personnel from the Anchorage International Airport
System and the Alaska Industrial Development and Export Authority to
explore the feasibility of such a facility and to keep him informed of
their findings. Preliminary discussions have been held with several
potential wusers and to date, two firms, Federal Express and Alaska
Airlines, have shown interest in pursuing the concept (see Attachments
"A" and "B"). Legislative approval of the project itself will be
required.

To construct the Aircraft Maintenance Facility may require that the
Authority issue up to $50 million of bonds. Current Authority bond
covenants require that the Authority maintain cash flows of 150% of
annual debt service for every year in which bonds are outstanding. The
current financial condition of the Authority is excellent; however, the
bond rating agencies will require that the Authority illustrate coverage
for the life of any new bond issue. | anticipate that a 25 year bond
issue for this facility would be required.

The Authority's current financial situation does not allow for
maintenance of the cash flow coverage covenant with the issuance of an
additional $50 million in bonds unless there is an additional revenue
stream. The Authority believes it can construct a major facility at
Anchorage International Airport by utilizing the future revenue stream of
the Delong Mountain Transportation Project, which is currently pledged to
the Department of Revenue by law (see Attachments "C" and ”D").



Senator Faiks - Letter
March 29, 1990
Page Two

All revenues in excess of those required to be retainedunder the Delong
Mountain  Transportation Project Bond Resolutionare to be remitted to the
Department of Revenue for deposit in the general fund. The Authority
estimates that by 1997 revenues will be available to be remitted;
however, the exact amount is dependent upon factors outside of the
Authority'3 control.

The Authority believes that in order for this maintenance facility
project to proceed, it will be necessary to amend existing statutory
language which authorized theissuance of the bonds for the Delong
Mountain Transportation Project. Passage of this amendment will enable
the Authority to negotiate with the Department of Revenue for an
agreement that would allow this project and other proposed projects to
proceed.

Sincerely,

74
v [/ [/ ™V
Bertram L./Wagnon
Executive/Director

BLW/ss
Attachments



ATTACHIMPNT “A™

Mr. Riley Snell il -
Deputy Director Development
omwundikjooutwd Alaska Industrial Development & Export Authority
Svfa 340)
IN3a118 480 W. Tudor
(L3310 Anchorage, AK 99503
US. ujJ: coi 727
MamntM. IN 38134-3790

Dear Riley:

As a follow-up to our discussions, Federal Express has a
-.erious interest in working with the State of Alaska to
develop a significant maintenance facility in the near
term. While we are not able to make a definite commitment
at this time, we believe mechanisms proposed by the State
through the Alaska Industrial Development and Export

Authority are worth pursuing.

We envision a number of possibilities in concert with this
facility to include the ability to hangar aircraft up to
and including multiple B747-400 size aircraft with
associated support shops and stores. We understand the
State of Alaska is open to several ideas regarding
financing, development, facility design, and joint usage.
Our estimate indicates facility cost of $25MM to $50MM
depending on design and capacity. There remain many
details to be resolved; however, with 84 B747/DC10 aircraft
through Anchorage each week, it becomes more feasible for
Federal Express to consider scheduled maintenance in Alaska
as well as emergency and support maintenance.

We look forward to working with you and the airport
personnel to explore possible mechanisms to develop a
maintenance facility at Anchorage International Airport.

James J. Wheeler

//ice President
NInternational Service Systems
(901)360-2775

INTLMBS37-34

cc: F. Smith/J). Barksdale/F. Manske/A. McArtor/G. Mook
G. Lindsey/C. Argue/P. Benbrook/M. Coffman/D. Cloud
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Alaska Airlines

[*O Ho* 60900

March 12, 1090

Mr. Willliam R. Srell

Deputy Director Development
Alaska Indstrial Development
and Bxport Authority

<IOW. Tudor i
Anchorage, AK 99503

As a follovup to our telephone conversation of lestweek, this letter vl confim the

interest of Alaska Airlines jin potertaally acquiring a maintenance hangar and
associated support areas at Anchorage Intermational Airport.

While we are not ina position to make any commitment at this tine, Alaska Airlines
nevertheless has been seriously considering the method by which our increasing
maintenance requirements at Anchorage can be accommodated. Our mitiEl studies
idicate that a hangar faality, wrth addrtional support shops, will be necessary in the
foreseeable futre. Most liely, we woulld require one hangar bay capable of
accommodating Boeing 727, 737, MD 80 and MD 90 size amraaft along with adequate
ramp parking for up to three additional alraaft. Our requirements for support shop
space are uncertain pondiiﬁg further review.

In addition, Alaska Airlines would possibly be interested in a larger hangar faality in
which we could provide contract services to other air carriers serving Anchorage. We
currently provide maintenance services to Japan Airlires.

J
Alaska 1s open to discussing various financing, construction, lease and ownership

options as long as our basic priaity of use Isguaranteed. A "jJontuse' faality concept
would reguire careful coordination and further study to ensure the requirements of dli
parties are satisfied. -

1
While we recognize that a number of details remain to be resolved, please accept this
letier as our expression of” interest in such a project We look forward toworking with
you and the Alaska Intermational Airport System to further study the fessibillity of a
hangar at Anchorage.



Alaska Airilrvos

March 12,1990
William R Sell
Page Two

Thank you foryour assistance. Ifyou need additional information please contact me.

Sincerel!/ yours, ]
|
ALASKA AIRLINES, INC. j

Clffford T. Argue
Staff Vice President !
Properties and Fecilities

cc: Gina Marie Lindsey, AIAS



ATTACHVENT *C"

AGREEMENT
between
ALASKA INDUSTRIAL DEVELOPMENT AUTHORITY
and
ALASKA DEPARTMENT OF REVENUE

This Agreement is entered into between the Alaska Industrial
Development Authority (AIDA) and the Alaska Department of
Revenue (Department) with respect to the transfer of Project

Revenues related to the DelLong Mountain Transportation System

(Project) from AIDA to the Department for deposit in the
general fund of the State. . As more fully described below, AIDA
agrees to transfer to the Department all Project Revenues

related to the Project not needed to satisfy debt service

obligations and the obligations arising under the Agreement for

the Financing, Construction, Use, Operation, and Maintenance of
the DelLong Mountain Transportation System , dated June 30, 1986,
executed between AIDA and Cominco American, Incorporated (the
Use Agreement). Capitalized terms not defined in this
Agreement have the meaning defined in the Use Agreement.
Pursuant to the Use Agreement, AIDA has agreed to finance the
construction of the Project with (i) cash and principal and
interest payments on the loan portfolio appropriated to AIDA
under <ch. 67, SLA 1985, and (ii) proceeds of the sale of Series
1987A Delong Mountain Transportation Revenue Bonds (Bonds).

The Use Agreement further provides for the payment of annual

User Fees by Cominco American during the 50 year period

commencing in 1991. The bond resolution for the Bonds
(Resolution) will provide that, except for Operation and

M aintenance Expenditures, all Project Revenues are pledged in
support'of the principal and interest payments on the bonds.
The Resolution w ill further provide for the establishment of a
Sustaining Capital Fund ($5,000,000), and a Maintenance and
Operations Fund (est. $2,000,000), as required in the Use '
Agreement, and for the transfer of such funds to AIDA wupon

receipt by the Trustee of sufficient funds to meet all
obligations arising under the Resolution (defined as "Parity"

in the Resolution).

AIDA agrees to deliver to the Department all money generated by
the Project to the extent permitted by the Resolution. At the
time of Parity, the Resolution w ill provide for the release of
any pledge or covenant with respect to the receipt of Project
Revenues. At that time, AIDA is required under the Use
Agreement to maintain the Sustaining Capital Fund and to
establish a Cominco Claims Account ($10,000,000). Further,
AIDA remains subiject to various contractual obligations during
the term of the Use Agreement. AIDA intends to set aside funds
necessary to meet all actual and contingent‘obiigations arising

under the Use Agreement from the funds made available by the



Trustee. Except for those funds which AIDA retains to meet

su-nh contractual obligations, AIDA hereby agrees to transfer
all Project -Revenues to the Department for deposit in the
general fund.

For purposes of this Agreement, "Project Revenues"” consist of
principal and interest payments on the loan portfolio and all
to Il fees (minus any refunds due under the Agreement) paid by
a |l Users of the Project, including any Contingent Escalator
for Zinc Price Increases or any Contingent Tonnage Fees for
Shipments Exceeding Allowable Base. “Project Revenues" do not

include the following:

(a) payments by Users for maintenance and operation

expenses,;

Cb) the funds established under the Use Agreement which
will- be established by or transferred to AIDA and
Project Revenues, if any, necessary to replenish such

accountr. following Pacity.

Under present projections, AIDA anticipates that Project
Revenues will be available for transfer to the Department for
deposit in the general fund on or before January 1, 2001.
Starting with the calendar year 1994, AIDA will annually advise

the Department of the anticipated amount of Project Revenues to'

be transferred to the Department during the following fiscal

year. AIDA shall further advise the Department of the amount
of Project Revenues to be retained by AIDA to meet its
contractual obligations under the Use Agreement.

This Agreement is submitted in satisfaction of the requirement
established in ch. 60, SLA 1985.

‘Hugh ~Malorie, Commissioner

Alas,ka Department of Revenue

Bertram L. Wagnon,ExecutiveDirector - Date

Alaska Industrial Development Authority
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Attachment: "13(1)"

AIANXA INDUSIRIAI, DEVEtMtENT AND EXTORT AUtUORITY
CASH new ANALYSIS
1AW REVRNUES EXOJJDE PAYMENTS CH AIL >90 DAY DHIN3UENT IQANS AND AIL WORKOUTS
CURRENT SITUATION W 111 NO NBW DEUT (4/1/90 CALLS INaiJDED AT 4/1/90)

(IX)IJARS IN TICUSANDS)

AT DECEMBER 31, 1989

YEAR END REVENUES  INVESTMENTS NEr DEDT SERVICI EXCEn, OJHJIATIVE DOIT SERVICE
6/30  not LOANS #5.5\ EXPENSES ~ REVFNUES  REQUIREMENT ~ REVENUES EXCESS COVERAGE

1990 12,989 6,778 1,155 18,612 21,725 (3,113) 243,378
1991 26,445 13,386 2,154 37,677 19,540 18,137 261,515 1.93
1992 24,771 14,383 2,262 36,893 19,474 17,419 278,934 1.89
1993 24,520 15,341 2,375 37,487 19,482 18,005 296,939 1.92
1994 22,782 16,332 2,493 36,620 19,407 17,213 314,151 1.89
1995 23,875 17,278 2,618 38,536 18,683 19,853 334,004 2.06
1996 20,924 18,370 2,749 36,545 18,641 17,904 351,908 1.96
1997 18,260 19,355 2,886 34,729 20,483 14,246 366,155 1./0
1978 15,915 20,138 3,031 33,023 16,940 16,083 382,237 1.95
1999 15,857 21,023 3,182 33,698 16,789 16,909 399,146 2.01
2000 14,195 21,953 3,341 32,807 15,946 16,860 416,007 2.06
2001 13,139 22,880 3,508 32,511 15,385 17,126 433,133 211
2002 12,634 23,822 3,684 32,772 14,967 17,805 450,938 2.19
2003 12,431 24,802 3,868 33,364 14,801 18,563 469,501 2.25
2004 11,309 25,823 4,061 33,070 14,968 18,102 487,603 2.21
2C05 10,269 26,818 4,265 32,822 12,377 20,445 508,048 2.65
2006 7,491 27,943 4,478 30,956 9,512 21,444 529,492 3.25
2007 5,228 29,122 4,702 29,648 6,536 23,112 552,604 4.54
2008 4,346 30,393 4,937 29,803 6,004 23,799 576,403 4.96
2009 2,366 31,702 5,184 28,884 4,768 24,117 600,520 6.06
2010 177 33,029 5,443 27,763 2,330 25,433 625,952 11.92
2011 112 34,427 5,715 28,82-1 510 28,314 654,266 56.48
2012 261 35,985 6,001 30,246 250 29,995 684,261 120.78

300,295 531,084 84,090 747,290 309,519 437,770

INVESTMENTS AT DECEVBRR 31, 1989:
BOOK NOTE: EXPENSES INCLUDE OPERATING COSTS

277,991  TOIAL INVESTMENTS ESTIMATED AT 105% OF FY90 BUDGET LEVEL,
(6,000) LESS VENTURE CAPITAL EUND INVESTMENT WITH A 5% INCREASE EACH YEAR THEREAFIER
(25,500) LESS RESTRICTED INVESTMENTS (LOAN INSURANCE
FUND AND BUSINESS ASSISIANCE FUND)

26,40



Attachment MB(2)"

ALASKA INDUSTRIAL DFf.VELOMENT AND EXTORT AUNERTIY
CASH FLCM ANALYSIS
li\N REVENUES EXCLUDE PAYMENTS CN Aa >90 DAY DELINQUENT IOANS AND AIL H3RKOITS
(DOLLARS IN THOUSANDS)
INCLUDES REVENUES CN DEVELOPVENT PROJECTS AT 100% CF DECT SERVICE
PUIS .3% FEE CN OCTCTANDING DECT SERVICE AT RESINNING CF DCAD YEAR

AT DECEMBER 31, 1989

YEAR END REVENUES  INVESTMENTS REVENUES NET DENT SERVICE ~ EXCESS ~ OMRATIVE  BEST SERVICE
6/30 . ETCH LOANS 85.5%  ETCH PROJECTS. . . EXPENSES REVENUES . REQUIREMENT. . . REVENLES EXCESS CCVERAffi
1990 12,989 6,778 81 1,155 18,693 21,725 (3,032) 243,459
1991 26,445 13,390 3,034 2,154 40,716 22,495 18,221 261,680 1.81
1992 24,771 14,392 3,035 2,262 39,938 22,432 17,506 279,186 1.78
1993 24,520 15,355 3,037 2,375 40,537 22,443 18,094 297,280 1.81
1994 22,782 16,350 3,028 2,493 39,667 22,362 17,305 314,585 i.77
1995 23,875 17,302 3,030 2,618 41,589 21,641 19,948 334,533 1.92
1996 20,924 18,399 3,025 2,749 39,600 21,597 18,003 352,536 1.83
1997 18,260 19,389 3,025 2,886 37,788 23,441 14,347 366,883 1.61
1998 15,915 20,179 3,022 3,031 36,085 19,899 16,186 383,069 1.81
1999 15,857 21,069 3,017 3,182 36,761 19,746 17,015 400,085 1.86
2000 14,195 22,005 3,019 3,341 35,877 18,909 16,959 417,053 1.90
2001 13,139 22,938 3,012 3,508 35,580 18,343 17,237 434,291 1.94
2002 12,634 23,886 3,005 3,684 35,841 17,924 17,918 ﬁ?\%ﬁﬁ 2.00
2003 12,431 24,871 3,003 3,868 36,437 17,760 18,677 2.05
2004 11,309 25,899 3,000 4,061 36,147 17,928 18,218 489,104 2.02
2005 10,269 26,901 2,989 4,265 35,894 15,332 20,562 509,666 2.34
2006 7,491 28,032 2,990 4,478 34,034 12,473 21,562 531,228 2.73
2007 5,228 29,218 2,985 4,702 32,729 9,499 23,230 554,458 3.45
2008 4,346 30,495 2,969 4,937 32,874 8,958 23,916 578,374 3.67
2009 2,366 31,811 2,967 5,184 31,959 7,726 24,233 602,607 4.14
2010 177 33,143 2,959 5,443 30,837 5,289 25,548 628,155 5.83
2011 112 34,549 0 5,715 28,945 510 28,435 656,590 56.72
2012 261 36,112 0 6,001 30,373 250 30,123 686,713 121.29
300,295 532,464 60,233 84,090 808,902 368,680 440,222
NOTE: EXPENSES INCLUDE OPERATING COSTS
INVESTMENTS AT DECEMBER 31, 1989: ESTIMATED AT 105% OF EY90 BUDGET LEVEL,
BOOK Iffffl A 5% INCREASE EACH YEAR THEREAFTER
277,991  TOTAL INVESTMENTS
(6,000) LESS VENTURE CAPITAL ETIND INVESTMENT ASSUVES DCNBS ISSUED: AVOUNT
(25,500)  LESS RESTRICTED INVESIMENTS (LOAN INSURANCE (1) UNAIASKA APRIL 1, 1990 7,000
FUND AND BUSINESS ASSISTANCE EUND) (2) SKaGwAY APRIL 1, 1990 20,000

246,491 NET INESIVENTS
27,00



Attachment "I1)(3)"

AIASKA INDUSTRIAL DEVELOINENT AND EWXXfr AUIHCXUTY
CASH now ANALYSIS
Ui\N REVENUES EXCLUDE PAYMENTS CN AIL >90 DAY DELINQUENT IDANS AND AIL WRKWTS
(DOUARS IN THOUSANDS)
INCLUDES REVENUES CN DEVELOPMENT PROJECTS AT 100% CF DENT SERVICE
HUS .3% EEE CN OUTSTANDING DENT SERVICE AT BO3INNING CF DCAD YEAR

AT rfOMVR 3L, 1989

YEAR END REVENUES  INVESTMENTS  REVENUES NET DEBT SERVICE ~ EXCESS  dHJIATIVE  DENT SERVICE
6/30 %E\H IL_\OANS 85.5% EFC?\ 'PROJECTS. .. EXPENSES. .. REVENUES . REQUIREMENT . REVENUES EXCESS COVERAGE
1990 12,989 6,778 81 1,155 18,693 21,725 (3,032) 243,459
1991 26,445 13,390 3,034 2,154 40,716 22,495 18,221 261,680 1.81
1992 24,771 14,392 3,245 2,262 40,148 22,432 17,716 279,3% 1.79
1993 24,520 15,367 10,908 2,375 48,420 30,108 18,312 297,708 1.61
1994 22,782 16,374 10,897 2,493 47,559 30,029 17,530 315,238 1.58
1995 23,875 17,338 10,894 2,618 49,490 29,309 20,180 335,418 1.69
1996 20,924 18,448 10,888 2,749 47,511 29,269 18,243 353,661 1.62
1997 18,260 19,451 10,877 2,886 45,702 31,108 14,594 368,255 1.47
1998 15,915 20,254 10,870 3,031 44,008 27,567 16,441 384,6% 1.60
1999 15,857 21,158 10,858 3,182 44,691 27,414 17,277 401,973 163
2000 14,195 22,109 10,851 3,341 43813 26,576 17,237 419,210 1.65
2001 13,139 23,057 10,836 3,508 43,523 26,011 17,512 436,723 1.67
2002 12,634 24,020 10,820 3,684 43,790 25,591 18,199 454,922 171
2003 12,431 25,021 10,811 3,868 44,394 25,430 18,%5 473,886 175
2004 11,309 26,064 10,795 4,061 44,107 25,5% 18,511 492,397 1.72
2005 10,269 27,082 10,775 4,265 43,861 23,002 20,859 513,256 1.91
2006 7,491 28,229 10,762 4,478 42,004 20,142 21,862 535,119 2.09
2007 5,228 29,432 10,746 4,702 40,703 17,170 23,533 558,652 2.37
2008 4,346 30,726 10,714 4,937 40,849 16,627 24,222 582,874 2.46
2009 2,366 32,058 10,6% 5,184 39.936 15,397 24,539 607,413 2.59
2010 177 33,408 10,667 5,443 38,809 12,956 25,852 633,265 3.00
2011 112 34,830 7,690 5715 36,917 8,179 28,737 662,002 451
2012 261 36,410 7,668 6,001 38,339 7,919 30,421 692,422 4.84
300,295 535,394 216,284 84,090 967,983 522,052 445,932

NOTE: EXPENSES INCLUDE OPERATOR COSTS

INVESTMENTS AT DECEMBER 31, 1989: ESTIMATED AT 105% OF FY90 BUDGET LEVEL.,
BOOK WTIH A 5% INCREASE EACH YEAR THEREAFTER
277,991  TOTAL INVESTMENTS
(6,000) LESS VENTURE CAPITAL FUND INVESTMENT ASSUVES BONDS ISSUED: AVOUNT
(25,500) LESS RESTRICTED INVESTMENTS (LOAN INSURANCE (1) UNALASKA APRIL 1, 1990 7,000
FUND AND BUSINESS ASSISTANCE FUND) (2) SKAGWAY APRIL 1, 1990 2,000
(3) HEALY APRIL 1, 1992 70,000

26,401 NET INESIVENTS
97,000



AT DECEMBER 31, 1989

6/30

1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

EHOM 10A\S

12,989
26,415
24,771
24,520
22,782
23,875
20,924
18,260
15,915
15,857
14,195
13,139
12,634
12,431
11,309
10,269
7,491
5,228
4,346
2,366
177
112
261

300,295

ALASKA INDUSTRIAL
(VI FIGH ARLYS

IS

Attachment "B(4>"

DEVHOOVENT AND EXIQCr AULIQUTY

ICrtN REVENUES EXCLUDE PAYMENTS CN auj >90 DAY DELI/QUINT IOANS AND ML MDRKQUTS
(DOLLARS IN 'nCUSANNC)
INJUIDES REVENUES ON DEVEXORVENT FROJECTS AT 103, (** DAT SERVICE

nos .3%to cn outstanding debt service at beginning of dond year

INVESTMENTS REVENUES
85.5% TOM PROJECTS

6,778
13,390
14,400
15,382
16,397
17,369
13,488
19,500
20,312
21,225
22,185
23,143
24,116
25,127
26,180
27,209
28,367
29,580
30,885
32,228
33,588
35,021
36,612

537,480

HWESIMENTS AT DECTMBER 31, 1989

BOOK
277,991

TOTAL INVESTMENTS

81
3,169
8,308
15,968
15,952
15,948
15,935
15,923
15,909
15,8%
15,878
15,860
15,836
15,823
15,801
15,769
15,750
15,725
15,678
15,650
15,611
12,622

7,668

316,761

EXFENSES

1,155
2,154
2,262
2,375
2,493
2,618
2,749
2,886
3,031
3,182
3,341
3,508
3,684
3,868
4,061
4,265
4,478
4,702
4,937
5,184
5,443
5,715
6,001

84,090

(6,000) LESS VENIURE CAPITAL FUND INVESTMENT
LESS RESTRICTED INVESTMENTS (LOAN INSURANCE
FUND AND BUSINESS ASSISTANCE FUND)

(25,500)

246,491

NET INVESTMENTS

NKT
REVENUES

18,693
40,851
45,218
53,495
52,638
54,574
52,598
50,797
49,106
49,7%
48,917
48,633
48,901
49,512
49,229
48,982
47,129
45,830
45,973
45,060
43,934
420-10
38,541

1,070,446

ihit service  excess gnjiativf. IWT service

REQUIREMENT ~ REVENUES EXCESS (OVERAGE
21,725 (3,032) 243,459
22,4% 18,356 261,615 1.82
27,362 17,856 279,670 1.65
35,038 18,457 298,127 1.53
34,958 17,679 315,806 151
34,240 20,335 336,141 1.59
34,1% 18,402 354,543 154
36,039 14,758 369,301 141
32,4% 16,609 385,910 151
32,346 17,450 403,359 154
31,502 17,414 420,7/4 1.55
30,940 17,693 438,467 1.57
30,518 18,384 456,851 1.60
30,360 19,152 476,003 J.63
30,527 18,702 494,705 1.61
27,930 21,052 515,757 1.75
25,072 22,057 537,815 1.88
22,101 23,730 561,544 2.07
21,555 24,418 585,962 2.13
20,325 24,735 610,697 2.22
17,887 26,016 636,744 2.46
13,112 28,928 665,672 3.21
7,919 30,622 696,295 4.87

620,643 449,804

NOTE: EXPENSES INCLUDE OPERATING QOSTS
ESTIMATED AT 105% OF FY90 BUDGET LEVEL,
wrni A 5% INCREASE EACH YEAR THEREAFTER

ASSUMES BCNDS ISSUED: MOUNT
(1) UNAIASKA APRIL 1, 1990 7,000
(2) SKAGVAY APRIL 1, 1990 20,000
(3) HEALY APRIL 1, 1992 70,000
(4) MAINTENANCE HANCER ~ APRIL 1, 1991 45,000

142,000



ASTEWIUMNE 3, 18

TOCAL YEAR  WIir SBA/KE
QUTSTANDING AT  dent service:

ENDING
.ME 30

19%
1997
1998
1999
2000
2001
2002
2003
2001
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020

INDO’ YEAR

9-1,300,000
92,180,000
89,930,000
87.535,000
84,985,000
82,265,000
79,365,000
76,255,000
72,920,000
69,345,000
65,515,000
61,410,000
57,010,000
52,295,000
47,240,000
41,820,000
36,010,000
29,780,000
23,100,000
15,935,000
8,245,000
0

0
0
0

aiaska INUwrwAi,

H.vuxnwNr wili ixiwr w/nrwrrr

KSCFIC HI ,WAIN TOANSimATICN BUIIEXT
tmnrriiH if aminis to it reifased him mini; id umhjUUKS

120i 0K VAT EENVItE TOTAL RiyJIRH)  INVEJZMNIS
liftt NexT  TOVAIWAIN CASH AT ENDCF

(REWIRED) TVTLWK HE.TiiS

113,160,000
110,616,000
107,916,000
105,012,000
101,982,000
98,719,000
95,238,000
91,506,000
8'/,5(31,000
83,214,000
78,618,000
73,692,000
68,412,000
62,754,000
56,688,000
50,184,000
43,212,000
35,736,000
27,720,000
19,122,000
9,894,000
0

0
9
0

8,855,575
3,853,075
8,851,a/5
8,853,100
8,855,100
8,852,/>11J
8,851,060
8,855,140
8,855,020
8,852,620
8,851,860
8,851,300
8,849,500
8,850,020
8,851,060
8,850,820
8,852,500
8,853,940
8,851,300
8,853,255
8,8-16,885

QOERACH

122,015,579
119,469,0/5
116,7/0,0/5
113,895,'100
110,837,100
107,5/0,860
10-1,092,060
100,361,140
%, 359,020
92,066,620
87,469,860
82,543,300
77,261,500
71,601,020
65,539,060
59,034,820
52,064,500
44,589,9-10
36,571,300
217,975,255
18,740,885
0

0
0
0

FISCAL YEAH

113,871,169
128,487,230
133,857,272
120,781,384
17)',464,725
123,846,221
120,016,333
115,672,309
111,500,092
106,589,802
101,928,541
%, 887,387
91,303,318
84,749,750
77,979,563
71,464,953
61,635,741
57,315,225
49,465,497
41,048,565
32,020,763
22,331,044
11,500,000
11,500,000
11,500,000

* FIRST $10,000,000 REIEASED WHL BE USED TO JUND THE DAMAGE FUND REQUIRED
BY TIE CQQNOD/AIDEA AGREEMENT. TIE FTRST AMOUNT ACIUALLY AVAILABLE
VIIL BE RELEASED DURING F/99. THE AMOUNT IS PROJECTED AT $16,105,352.

AMUNI'
KE11ASED
Juy 1 *

0
9,018,155
17,087,197
16,885,984
16,627,625
16,275,361
15,961,273
15,311,169
15,141,072
14,523,182
14,458,681
14,344,08-/
14,011,818
13,145,730
12,440,503
12,430,133
12,571,241
12,725,285
12,894,197
13,073,310
13,279,878
22,331,044
11,500,000
11,500,000
11,500,000

NET
INVESTMENTS

113,871,169
119,469,075
116,7/0,075
113,895,400
110,837,100
107,570,860
101,092,060
100,361,140
%, 359,020
92,066,620
87,469,860
82,543,300
77,261,500
71,601,020
65,539,060
59,034,820
52,064,500
44,589,940
36,571,300
27,975,255
18,740,885
0

0
0
0

M3TE: TIESE IttOJECTICNS ASSUME THAT 1110® WILL DE NO IMEIKUITICU

inAN INIERIST ~ (IMINCD
KE.VEMIEN  EARNINGS MAA

6,278,0/8 5,693,558 12,000,000
5,767,818 5,973,454 12,000,000
5,526,880 5,838,501 12,000,000
5,227,955 5,694,7/0 12,000,000
4,822,366 5,541,855 12,000,000
4,449,790 5,378,543 12,000,000
3,729,706 5,201,603 12,000,000
3,476,035 5,018,057 12,000,000
2,767,851 4,817,951 12,000,000
2,611,210 4,603,331 12,000,000
2,395,891 4,373,493 12,000,000
1,984,153 4,127,165 12,000,000
974,675 3,863,075 12,000,000
145,362 3,580,201 12,000,000
3,2-/6,953 12,000,000

2,951,741 12,000,000

2,603,225 12,000,000

2,229,497 12,000,000

1,828,565 12,000,000

1,398,763 12,000,000

937,0-14 12,000,000

0 12,000,000

0 12,000,000

0 12,000,000

0 12,000,000

IN HAA PAYMENTS

dent
SERVICE

(8,855,575)
(8,853,075)
(8,854,0/5)
(8,853,400)
(8,855,100)
(8,852,86-0)
(8,854,060)
(8,855,1-10)
(
(

(

(8,851,300)
(8,849,500)
(8,850,020)
(8,81,060)
(8,850,820)
(8,852,500)
(8,853,910)
8,851,300)

(o)
[ee)
N
o
o)
e
o1
-

AIMINISIKATIVE!  INVESIMENI'.i

QosTS

(500,000)
(500,000)

500,000)

(

500

(500,000)
(500,000)
(500,000)
(

(500,000)
(500,000)
(500,060)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)

AT URUNNINC (f
NEXT ETSCAL YEAR

128,487,230
133,857,2-12
130,781,384
127,46-1,725
123,846,221
120,016,331
115,672,309
111,500,092
106,589,802
101,928,541
%, 887,367
91,303,318
84,749,750
77,979,563
71,464,953
64,635,741
57,315,225
49,465,497
41,048,565
32,020,763
22,331,014
11,500,000
11,500,000
11,500,000
11,500,000



AS CF DUJMIUi 31, 1989

FISCAL YfAR  DUIT SHIVKI'.

fNDINU
JUNE 30

199%
1997
1998
1699
2000
2001
2002
2003
2001
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020

INI) CF YEAR

91,300,000
92,180,000
89,930,000
87,535,000
84,985,000
82,265,000
79,365,000
76,255,000
72,920,000
69,345,000
65,515,000
61,410,000
57,010,000
52,295,000
47,240,000
41,820,000
36,010,000
29,780,000
23,100,000
15,935,000

8,245,000

oooo

1205 OF DUJT CttVICE TOTAL RHJUIIl)
OUTSTANDING AT 1jUIT SIRVICF.  HUE NIXT ~ TO MAINTAIN CASH AT BD OF

(REQURED) TWIAFE UNMIS

113,160,000
110,616,000
107,916,000
105,012,000
101,982,000
98,718,000
95,238,000
91,506,000
87,504,000
83,214,000
78,618,000
73,692,000
68,412,000
62,754,000
56,688,000
50,181,000
43,212,000
35,736,000
217,720,000
19,122,000
9,394,000

0

0
0
0

8,855,575
8,853,075
8,551,(1/5
(f,853,400
8,855,100
8,852,860
8,854,060
8,855,140
8,855,020
8,852,620
8,851,860
8,851,300
8,849,500
8,850,020
8,851,060
8,850,820
8,852,500
8,853,940
8,851,300
8,853,255
8,846,385

QOVERAGE

122,015,575
119,469.075
116,770,0/5
113,895,400
110,837,100
107,570,860
104,092,000
100,361,1-10
96,359,020
92,066,620
87,469,860
82,543,300
77,261,500
71,604,020
65,539,060
59,034,820
52,064,500
44,589,940
36,571,300
217,975,255
18,740,885
0

0
0
0

maim industrial w.warat/r and BAaLCrAimntm
WLING HIWIAIN Utt\SianATION HEUECT

hojeltkw Or amunts to hen um i m« pudge to UNunoais

INVESIMNTS
FISCAL YEAR

113,8/1,169
128,487,230
133,857,272
130,781,384
127,464,720
123,846,221
108,016,333
103,672,309
99,500,092
94,589,802
89,928,541
84,887,387
79,303,318
72,749,750
65,979,563
50,464,953
52,635,741
45,315,225
37,465,497
29,018,565
20,020,763
10,331,011
(500,000)
(1,000,000)
(1,500,000)

* FIRST 510,000,000 ROEASED WILL. BE USED TO RUND HIE DAVAGE RUND REUIFE)

BY THE OCHINOO/AIDEA AGREPMINr.

THE FIRST AVOUNT ACTUALLY AVAILABLE

WILL BE ROEASLO CURING FY99. THE AH3UNT IS PROJECTED AT 516,105,352.

AVOUNT
KHEASIT)
JLY 1 *

0
9,018,155
17,087,19/
16,885,981
16,627,625
16,275,361
3,954,273
3,311,169
3,141,072
2,523,182
2,458,681
2,344,087
2,041,818
1,145,730
440,503
430,133
571,241
725,285
894,197
1,073,310
1,279,878
10,331,014
0

0

0

NET
iINVTsimwrs

113,871,169
119,469,075
116,770,0/5
113,895,400
110,837,100
10/,570,860
101,092,060
100,361,140
96,359,020
92,066,620
87,469,360
82,543,300
71,261,500
71,604,020
65,539,060
50,034,820
52,064,500
44,589,940
36,571,300
27,975,255
18,740,885
0

(500,000)
(1,000,000)
(1,500,000)

ItAN
KLVINUES

6,278,0/8
5,767,818
5,526,880
5,227,955
4,822,366
4,449,790
3,729,706
3,476,035
2,767,851
2,611,210
2,395,891
1,984,153

974,675

145,362

INIWOLT  <IHIN(D
EARNINGS HAA

5,693,558 12,000,000

5,973,451 12,000,000

5,838,581 12,000,000

5,694,7/0 12,000,000

5,541,855 12,000,000
5,378,543
5,204,603
5,018,057
4,817,951
4,603,331
4,373,493
4,127,165
3,863,075
3,580,201
3,276,953
2,951,741
2,603,225
2,229,497
1,828,565
1,398,763
937,014
0

DUIT
simcF.

(8,855,575)
(8,853,075)
)

(8,
(8:853.400)
(8,855,100)
(8,852,860)
(1,851,060)
(:3,855,140)
(8,855,020)
(8,852,620)
(8,851,860)
(8,851,300)
(8,8-19,500)
(8,850,020)
(8,851,060)
(8,850,820)
8,852 500)
)

AHINISIRATIVE  INVESTMINIS

COosIS

(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)
(500,000)

NOTE:  THESE PROJECTIONS ASSUHE A WCRST CASE SCENARIO - THAT MM TAYMINIS CEASE AITIH THE TIN YEAR PAYWNT GUARANITE

AT BEGINNING OF
NEXT FISCAL YEAR

128,48-/,230
133,857,272
130,781,38-1
127,464,725
123,816,221
108,016,333
103,672,309
99,500,092
91,589,802
89,928,5-11
81,887,387
79,303,318
72,749,750
65,979,56>
59,464,9b5
52,635,741
45,315,225
37,465,497
29,018,565
20,020,763
10,331,044
(500,000
(1,000,000
(1,500,000
(2,000,000

o



AMENDMENT

TO: DRAFT CS HB 123
Page 12, between lines 13 and 14 add:

" (D) a plant or facility demonstrating technological advances of
new methods and procedures and prototype commercial applications
for the exploration, development, ©production, transportation,
conversion, and use of energy resources;



42 85906

PUBLIC HEALTH AND WE U At

Historical Note

Codification. Section 5919 of this title, re-
ferred to In subscc. (@)(7), wes, In the erﬁl-
nal, "section 19" and Has heen editorial
translated as section 5919 of this title whic
relates to loan guarantees as the probable in-
tent of Congress, notwithstanding enactment
of another Section 19, which is_ classified to
section 5918 of this title and which relates to
organizational conflicts.

1978 Amendment._ Subsec. (aX7). Fub.L.

95-238 added par. (7).
_ Transfer of Functions. "Secretary", mean-
ing the Secretary of Energy, was sibstituted
for "Administrator”, meamn% the Admipis-
trator of the Energy Research and Develop-
ment Administration, in subsecs, (a), to (),
ursuant to sections 301(a) and_ /03 of Pub,L,

91, classified to sections 7151(32 and 7293
of this title, which terminated the Energy Re-
search and Development Adminisfration and
transferred the functions vested in the Ad-
ministrator to, the Secretary of Energy, with
certain exceptions.

Nonappllcability of Title JI of Pub.L.
95-238 t0 Any AUthorization or Appropria-
tion for Military Application of Nuclear En-
ergy, Etc.; Definitions. - Nonapplicability of
provisions of Title 11 of Pub.L. 95-233 with
respect to_any authorization or appropriation
forany military %Bgllcatlon of puclear energy,
efc., see section 209 of Pub.L. 95-238, set out
as a note under section 5821 of this title.

Price-Support. Program_To Demonstrate
Municipal “Solid Waste Reprocessing For
Production of Fuels and ,Energg Inénsive
Products. Pub.L. 9%-39, Title ;'3 107, June

Cross References

31977, 91 Stat. 185 provided ihii tv
Abdmlm_stratt%r [,sechranbs_fert c%f };anttom ,
above], is authorized, subject to the *pbey
tion o]f ?unds pursuant t$ Section 18%. d
this Act [which was pot classified U
Code]7 o estaplish and |mPIement, ubkr m
tion_7(a)(4) of the Federal Nonnuclear Lar
XzResearch and Development Aci ¢ ket
U.SC. 5906()(4) [subsec. <axd) of to

sectlon]Aand In accordance with kcw»d*
of suchAct (42 U.S.C. 5906(C) [subaet
this section]), a_ price-support” propw U
demanstrate “municipal solid wasle |rPra»
smg_for the production of fuels and as P o
tensive products, Prior to entennj wir *-
contract for such demonstration, f
Istrator ghall ?}melt to }h% Oommltteelﬁ N
ence and Tec nolo%yo the House of Np

ntatives and the Co mltt%%on

ztural Resources of the naée aM
complete report on the proPose oo
.demgnstratlon facility and the
ject demonstration guarantees Snsh
shall not be finalized under the
granted by thi* section prior to H*

R R fo

In‘sessjon because of an adjourn -
such re®

d

nan three calendar days'to *
%rom the date on whic¥1
ceived by such committees.

Id_egislative I];Iistokr. %}_r , .
nd. pu_rase of Pub.l.

ode Cong, and Adm.Ne«- »m
%so, e e AT dh
and Adm.News, p. 10
BA &

DeveIoPment of commercial production and utilization of photovoltaic’cour |
erns through contracts enter'd in accordance with this section, see

fitle.

§ 5907.

The Administrator is authorized to-

Demonstration projects
____(a) Scope-fIf authorlty-of Administrator

<L

S j.

(@ identify opportunities to accelerate the comn, dDMNICe for
of new energy technologies, and provide Pcderal assl alts
ticipation in demonstration projects (including pi,ot P g} ,,cw
ing technological advances and field demonstration ~gj-cisl
and procedures, and demonstrations of prototype c®anSportAt™1”
tions for the exploration, development, production,

version, and utilization of energy resources);

and

01 ™ NONNUCLEAR ENERGY RESEARCH

i2i titter into cooperative agreements >
demonstrate the technical feasibility and ¢
trchmiliigies on a prototype or full-scale f

(b) Criteria applicable in reviewing p

In reviewing potential projects, the Adminif
mjuding but not limited to—

(@O the anticipated, research, developme
1t be achieved by the activities or feililii

(@ the economic, environmental, and
successful demonstration may have for d
sjslem;

@ the relationship of the proposal to d
in section 5c¢04(b)(2) of this tite;

@ the availability of non-Federal purtic
ale the facilities or perform the activities
and to contribute to the financing of the

<) the total estimated cost including th
Probable time schedule;

*6) the proposed participants and the
meas OfF the Federal Government and of
and

() the- proposed cooperative arranger
Participants, and form of management of

(c) Federal and non-Federal sh

m thcAp rinancial award under this section mt
n,..etera* share of the estimated total d
operation and maintenance costs.

D For v,
t*t+ind j CpurPoses  t/%s chapter the nor
Pgead GU n8 but not limited to, lands or i

bJ property or senices, the s
the Administrator.

Ubr 8°" °* Proposals to Administration;
. " Administrator establishing procedun
1)) of proposals and reguli

u"*nulgedeA d m mistrator shall, whhin six m
« Ftr r®8u,ations establishing procedure

. hiflvcbunf® ~ esearch and Development Ae

°Po\a|s Such regulations shall establi
w hich—

*nd varv°V'Aes Mat Prejects will be carr
transita .-In9 eircumstiantes as wiili assist
bon, conversion, conservation,

599



ay 7, 1.789

Senator Diel-: Eliason

Chairman

Senate Labor and Commerce Committee
Alasla State Benate

Re: HB 123; Proposed amendment
relating to dinternational

airports
Dear Senator Eliason:
Enclosed you will please find an amendment to CSHB 123
(Jud) am relating to AIDEA cooperative assistance to
international airports in the state. You are no doubt aware that

the Department of Transportation and Public Facilities s
agressively marketing the international airports in Anchorage and
Fairbanks as portals for international airports and freight
This effort is especially critical now that many airlines are
converting co long range aircraft that are capable of bypassing
the state in favor of airports located in the lower 48 states
The department is exploring innovative financing techniques to
‘encourage commercial concerns to locate facilities on the
international airports in the state.

Often it is necessary to improve airport land and
utilities serving the airports to make it feasible for a
potential Tessee of airport land to determine to locate a
facility in the state. The international airport revenue fund
has a sufficient balance to serve as the source of financing for
a lessee or public uwtility that desires to make necessary aimart

improvements.” The managers of the airport revenuve fund lack the
commercial lending experience to properly service a loan to these
entities. This amendment would allow AIDEA to act an behalf if

the Department of Transportation and Public Facilities to mak-a

surra that anv financing arrangement is commercially reasonable
I am prepared to offer testimony 1in suapart af this

amendment > you -or- a member of- your committee desires.

Bert Wagnon y'

Execil. ¥3 D a>tor

Alaska Indus!-eal D«veloomenf arc
Export Authori'v



AbliENDMENT

TO: CSHB 123 (Jud) am

Page? 3, between lines 27 and 28;

*Sec. . AS 44.38.080 is amended by adding a new subsection

read:

(25) to make cooperative agreements with the Department

Transportation and Public Facilities acting on behal-f

international airport revenuve fund established under AS 37.15.430
to acquire, equip, operate, maintain, construct or install

facilities that will enhance the competitiveness of the

international airports, dincluding a cooperative agreement

amounts -from the international airport revenue fund to

the'develonement or improvement, of wtilities serving the

airporte.

Renumber remaining sections accordingly.
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SECTIONAL ANALYSIS
SENATE CS FOR CS FOR HOUSE BILL NO. 123 (2d L&C)

Section 1. 44.88.010(a)(9):

This section removes dated language that no longer conforms to
the Federal Tax Code, The deleted language was litany from the
Tax Code which wao removed by the Federal 1986 Tax Reform Act.

Section 2. 44.88.010(c):

This aection inserts "municipal” to correct an oversight.
Previous language stated federal and state but made no mention of
local governments. Local governments have a significant role to
play in economic development and this change recognizes that.

Section 3. 44.88,060:

The two additions in this section establish the scope of the
revolving fund. The revolving fund is currently made up of two
separate accounts: the Enterprise Development Account where
loans are originated and financed through banks, and the Economic
Development Account designated for major development projects.
The additions allow the Authority to create additional accounts
within the unrestricted accounts of the revolving fund, and
transfer monies between accounts subject to bond-holder
agreements. The investment powers are moved into the revolving
fund, allowing it to function as the general fund and be invested
in accordance with Title 37.

Section 4.  44.88.080:
This new section provides for an increased level of involvement

with the International Airports to enhance their competitiveness
and foster employment related to increased airport development.

Section 5, 44.88.090(a):

Technical clean up language. Conforming. Subsection (g) is moved
and becomes part of 44.88.095.

Section 6. 44,88.095:
This is a new section which incorporates all the limitations into
one aection. With the exception of (f) and (g), all of these
provisions are moved from other sections of 44.88 to this
"limitation section”.

44.88.095(e) was amended slightly by deleting the $10 million cap

for municipal approval. It was felt In committee that any
project the Authority owned should be subject to municipal
approval.

Sectional Analysis -1 - April 26, 1990
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Section 7.

Section 8,
Section 9.

Section 10.

Section 11.

Section 12,

44.88.095(f) is new language requiring a public hearing in
conjunction with the State agencies involved in permitting a
project.

44.88.095(g) sets forth a $10 million floor above which bonds may
not be issued without legiolative approval.

This aection prohibits the issuance of any bonds, other than
refunding bonds, after January 1, 1992, This is accomplished by
Section 22 which makes Section 7 effective January 1, 1992.

44.88.105(a):
44.88.105(d):

The deletion in this section eliminates the ceiling on bonds
regarding the establishment of capital reserve funds. It also
eliminates the State's moral obligation c¢. supplement a capital
reserve fund created after January 1, 1989 should it ever fall
below the required amount.

With this elimination of moral obligation, bonds of the Authority
issued after January 1, 1989, will stand on their own and do not
contingently obligate the State in any form whatsoever. Since
1981 all bonds have had the benefit of the State's moral
obligation. It is now appropriate that the Authority stand on
its own financially with respect to future bond issues. The
Authority’s bonds that are already outstanding and were issued
with the moral obligation will continue to have that benefit.
Additionally, any outstanding bonds that currently enjoy a "moral
obligation™ would continue to do so if refunded.

44.88.155(b):
Drafting style
44.88.155(c):

Conforming  change. The deletion in this section is in
conjunction with the changes in Section 3 and simply moves the
investment powers limitation.into the revolving fund as opposed
to applying only to an account within the fund.

44.88.155(d):

The deletion will allow the Authority to become active in
purchasing the guaranteed portion of federal SBA loans from
banks. The revised investment statute, AS. 37.10.071, will
permit the Authority to invest its funds in the guaranteed
portion of federal SBA loans once the program restrictions are
removed from statute. This flexibility is essential. The SBA
modifies its program periodically, and casting the program in
statute does not provide enough flexibility to maintain a market
presence in these guarantees.

Sectional Analysis -2 - April 26, 1990



RCV BY:XEROX TELECOPIER 7010 ; 4-26-90 2:56PM 907 561 8998-* 9074633841Jtt 4

*APR 26 '90 14:51 AIDA P.4/6

The second change deletes 10% and inserts 20%, This will require
banks to hold a larger portion of the loans they sell the
Authority and hopefully foster prudent underwriting on the banks
part.

The third deletion is conforming and deals with removing the SBA
language which will allow the Authority to participate in
purchasing the guaranteed portion of SBA loans through its
investment powers.

Section 13. 44,88.165:

The statute regarding loan delinquencies is repealed and
reenacted. It allows the Authority to regulate conditions
whereby it may discontinue purchase of loan participations from a
financial institution because of excessive loan delinquencies.
This revision is necessary to allow more financial institutions
to participate in the Authority’s loan programs.

Section 14. 44.88.172(a):
Technical and style change.
Section 15. 44.88.535(b):

This changes the maximum percentage of a loan guaranty from 70%
to 80%. This change will coincide with the Authority’s loan
participation program which is also at 8% under Section 12.

Section 16. 44.88.545:

Provides a change to the Loan Guaranty Program whereby the
maximum guaranty will be $1 million or less, as opposed to
guaranteeing a loan of $1 million or less.

Section 17. 44.88.560:

The Authority is given the power to pay liquidation costs of
collateral securing loans that are guaranteed by this program
when the Authority considers it to be in its best interest to do
SO.

Section 18. 44.88.900(4):

This section clarifies the definition of "development™ project by
referring to the resource development oriented plants and
facilities described in the definition of "project,” including
transportation related facilities as set forth in Section 19.

Section 19. 44.88.900(9):
There is one addition and deletion in this section. The addition
includes certain transportation facilities in the definition of a

project, while the deletion eliminates the obsolete language from
the tax code prior to the 1986 Tax Reform Act.

Sectional Analysis -3- April 26, 1990
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Section 20. Kepealers:

AS 44.88.090(p,) This section is deleted and reenacted under Bond
Limitations, (g)(1) becomes 44.88.095(a) with a technical change
only. The language in (g)(1) equates to $400 million when the
litany of bond authorization is followed back to enactment in
1980. A* time progresses, this gets increasingly difficult to do
and as a simplification the $400 million is now directly stated
in the CS. (g)(2) is moved and becomes AS 44.88.095(b).

AS 44.88.090(1) This language is deleted and will appear as a
new 44.88.095(g) (Section 7 of the CS) with the one change being
an effective date of January 1, 1992 created by Section 22.

AS 44.88.105(,en This section is repealedas it is no longer
necessary. The CS provides onpage 9, line 7, that20% of a loan
must be retained by the originator.

AS 44.88.105(g> This section is repealedas it is no longer
necessary. The CS provides onpage 6, line6, that aproject in
excess of $10 million requires legislative approval.

AS 44.88.157 This section is repealed in its entirety and not
reenacted in the CS, The loan insurance sections were written in
1980 and have never been utilized. At the time of the original
drafting it was Dbelieved that to sell Authority bonds the
Authority must insure its loans (self-insure) as well as pledge
its credit. This proved unnecessary in the marketplace.

AS 44.88.158 This repeals the S.B.A, purchase program from
statute and its attendant restrictions. The rationale for this
repeal is that the state's investment statutes now provide that
the governmental guaranteed portion of S.B.A. loans can be
purchased with Authority funds (AS 37.10.071), The Authority
will be allowed to purchase that portion guaranteed by the U.S.
Government with this repealer,

AS 44.88.159(c) Same as AS 44.88.158 (removing from statute
restrictions on the S.B.A. purchase program).

AS 44.88.160 This section is repealed and reenacted in the CS on
page 4, line 9, under Bonding Limitations. The one exception is
AS 44.88.160(5) which is deleted in that it says the same thing
as AS 44,88.160(1).

AS 44.88.172(,b) Thisis deleted as the CS sets up a revolving
fur.d on page 2, line12, and all accounts become part of the
revolving fund.

AS 44.88.172(cl Thisis repealed and now falls wunder Bonding
Limitations, page 6, line 6, concerning legislative approval.
Additionally, no bonds may be issued after January 1, 1992 by
Section 7 (page 6, line 9).

Sectional Analysis April iqoo

5
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Thin io now contained on page 5, line 1, Bonding
Limitations, The existing $10 million floor on local approval
was removed so an now written any project financed under thia
section requires consent by the local government,

AS 44.88.176 This is relocated to the section on Bonding
Limitations beginning on page 5, line 20.

AS 44-88.212fa") Deleted as it deals with the S.B.A, purchase
program.

AS 44.88.900(3) Deleted as it deals with the S.B.A. purchase
program.

Section 21. Thia repeals 44.88.095(b) pertaining to issuance of bonds in
general effective January 1, 1)92.

Section 22. Thia delayed effective date section takes effect January 1, 1992
which will prohibit the issuance of bonds after that date without
legislative approval.

Section 23. Effective date under 01.10.070(C).

Sectional Analysis - 5 - April 26, 1990



Section 1

Section 2.

Section 3.

Section 4.

Section 5.

Section 6.

Section 7.

C.S. FOR nOHSK BIJA.nOc”,2J_QjmiCTARYj

44.88.010(a)(9):

This section removes dated language that no longer conforms
to the Federal Tax Code. The deleted language was litany
from the Tax Code which was removed by the 1986 Tax Reform
Act.

44.88.010(c):

Thi3 section inserts "municipal* to correct an oversight.
Previous language stated federal and state but made no
mention of local governments. Local governments have a
significant role to play in economic development and this
change recognizes that.

44.88.060:

The two additions in this section establish the scope of the
revolving fund. The revolving fund is currently made up of
two separate accounts: the Enterprise Development Account
where loans are originated and financed through banks, and
the Economic Development Account designated for major
development projects. The additions allow the Authority to
create additional accounts within the unrestricted accounts
of the revolving fund, and transfer monies between accounts
subject to bond-holder agreements. The investment powers
are moved into the revolving fund, allowing it to function
as the general fund and be invested in accordance with Title
37.

44.88.080(14):

The addition is technical drafting style.

44.88.082:
This section prohibits joint-ownership of a project. The
Authority may still finance or may own certain types of

facilities but may not joint-venture such facilities.
*4.88.090(a):

Technical clean up language. Conforming.

44.88.095:

This is a new section which incorporates all the limitations
Into one section. With the exception of (f) and (g), all of

these provisions are moved from other sections of 44.88 to
this "limitation section".



Part Two -
Page Two

Section 8

Section 9.
Section 10l

Section 11.

Section 12.

Section 13.

Continued

44.88.095(e) waa umended slightly by deleting the $10
million cap for municipal approval. It was felt in
committee that any project the Authority owned should be
subject to municipal approval.

44.88.095(f) is new language requiring a public hearing in
conjunction with the State agencies involved in permitting a
project.

44.88.095(9):

Provides that the Authority may continue to issue bonds
until January 1, 1991 by the delayed effective date section
at the end of the bill.

44.88.105(a):
44.88.105(d):

The deletion in this section eliminates the ceiling on bonds
regarding the establishment of capital reserve funds. It
also eliminates the State's moral obligation to supplement a
capital reserve fund created after January 1, 1989 should it
ever fall below the required amount.

With this elimination of moral obligation, bonds of the

Authority issued after January 1, 1989, will stand on their
own and do not contingently obligate the State in any form
whatsoever. Since 1981 all bonds have had the benefit of
the State's moral obligation. It is now appropriate that
the Authority stand on its own financially with respect to
future bond issues. Of course, the Authority's bonds that
are already outstanding and were issued with the moral
obligation will continue to have that benefit.

44.88.155(b):
Drafting style
44.88.155(c):

Conforming change. The deletion in this section is in
conjunction with the changes in Section 3 and simply moves
the investment powers limitation into the revolving fund.

44.88.155(d):

The deletion will allow the Authority to become active in
purchasing the guaranteed portion of federal SBA loans from
banks. The revised investment statute, AS. 37.10.071, will
permit the Authority to invest its funds In the guaranteed
portion of federal SBA loan3 once the program restrictions
are removed from statute. This flexibility is essential.
The SBA modifies its program periodically, and casting the
program in statute does not provide enough flexibility to
maintain a market presence in these guarantees.



Part Two

Page Three

Section

Section

Section

Section

Section

Section

15.

16.

17.

18.

19 .

Continued

The second change deletes 10% and inserts 20%. This will
require banks to hold a larger portion of the loans they
sell the Authority and hopefully foster prudent underwriting
on the banks part.

The third deletion is conforming and deals with removing the
SBA language which will allow the Authority to participate
in purchasing the guaranteed portion of SBA loans through
its investment powers.

44.88.165:

The statute regarding loan delinquencies is repealed and
reenacted. It allows the Authority to regulate conditions
whereby it may discontinue purchase of loan participations
from a financial institution because of excessive Iloan
delinquencies. This revision is necessary to allow more
financial institutions to participate in the Authority's
loan programs.

44.88.172(a):

Technical and style change.

44.88.545:

Provides a change to the Loan Guaranty Program whereby the

guaranty will cover $1 million or less, as opposed to
guaranteeing a loan of $1 million or less.
44.88.560:

The Authority is given the power to pay liquidation costs of
collateral securing loans that are guaranteed by this
program when the Authority considers it to be in its best
interest to do so.

44.88.900(4):

This section clarifies the definition of "development"
project by referring to the resource development oriented
plants and facilities described in the definition of
"project,"” including transportation related facilities as
set forth in Section 19.

44.88.900(9):

There is one addition and deletion in this section. The
addition includes certain transportation facilities in the
definition of a project, while the deletion eliminates the
obsolete language from the tax code prior to the 1986 Tax
Reform Act.



ALASKA INDUSTRIAL DEVELOPMENT and EXPORT AUTHORITY

The Alaska Industrial Development an/* Export Authority (AIDEA) is a public
corporation administratively located in the Department of Commerce and
Economic Development but with a separate and independent legal existence.
Created in 1967, AIDEA promotes economic development within the State by
(1) providing loans for industrial and commercial projects;
(2) owning and operating certain types of infrastructure facilities;
(3) guaranteeing loans for export transactions; and
(4) guaranteeing business loans.
None of the bonds issued to finance the programs are general obligations of
the State; however, the State's moral obligation stands behind the capital
reserve funds which secure certain bonds issued by AIDEA.
a. Bond Programs
AIDEA has five bond programs. A sixth major program, AIDEA, a business
loan guarantee program enacted into law in 1988, is not expected to use
debt financing. Under the program, AIDEA may guarantee up to 70
percent of the principal of loans not exceeding $1 million. AIDEA's
bond programs are

i. Tax-Exempt Umbrella Bonds

The Tax-Exempt Umbrella Bond Program finances projects of $10 million

or less. Because of their small size, the projects financed under this
program are grouped together when AIDEA issues bonds, hence the title
"umbrella."

AIDEA does not directly loan bond proceeds. Proceeds of the bonds are

used to purchase up to 90 percent of an eligible loan from financial
institutions in the state if AIDEA's participation is $1,000,000 or
less, or up to 80 percent if the participation is over $1,000,000. In
order for AIDEA participations over $1,000,000 to qualify for

tax-exempt financing, there is an added requirement that capital
expenditures on all the borrower's projects in a municipality cannot
exceed $10 million. The Tax-Exempt Umbrella Bond Program combines the

Economic Development and Consolidated Bond Programs that were
previously separate and which financed participations wunder and over
$1,000,000, respectively. The Bonds may be secured by any or all of
the following:



= the full faith and credit of the Authority
principal and interest payments received on the loan3
collateral held by the Authority on projects financed by the loan3
the State's moral obligation, attached to a Capital Reserve Fund
a negative covenant on other commitment of asset3.

The Authority has covenanted that it will not incur any General
Obligation Indebtedness causing estimated Net Income to be less that
150 percent of the General Obligation Annual Debt Service Requirements
in each year and to take no action to cause its Unrestricted Surplus to
be less than the lesser of $200 million or the amount of General
Obligation Indebtedness outstanding.

During 1988, reductions in the cash flow from AIDE'S Iloan portfolio
reduced debt service coverage below 150 percent. The reduced cash flow
stemmed from loan delinquencies, modifications and foreclosures
associated with Alaska's economic recession. In order to observe the
covenant regarding debt service coverage, AIDEA defeased $78,295,000 of
Its Economic Development Bonds and Consolidated Bonds by deposit of
$91,269,0000f U.S. Treasury securities purchased with AIDEA's general
assets into an irrevocable trust. As a result the lowest projected
future coverage for any year as of June 30, 1988 was 181 percent.

The bonds are rated A by Moody's and A - by Standard & Poor's. They
have the State's moral obligationattached.

Taxable Umbrella Bonds

In response to escalating federal restrictions on tax-exempt bonds,

AIDEA has implemented a taxable bond program. The provisions of the
program are the same as for Tax-Exempt Umbrella Bonds except for the
deletion of restrictions related to federal tax-exemption. AIDEA's
taxable bonds have the State's moral obligation attached. The first

bonds under this program in the amount of $14,540,000 were issued
during 1987 and $14,310,000 were outstanding as of December 31, 1988.

Revenue Bonds

In its third and largest loan program, the Revenue Bond Program, AIDEA
acts as a conduit in the sale and issuance of tax-exempt bonds on
behalf of private borrowers who secure the bonds. The bonds are sold
by private placement to the financial institution originating the loan
rather than by public sale to the highest bidder. Part of the demand
for the program arose from lenders who desired the tax-exemption on the

interest income. Borrowers were often enticed into the Revenue Bond
program by floating rate loans at Ilower rates that the fixed rates
available wunder the Umbrella programs. The elimination by the Tax

Reform Act of 1986 of deductability of all bank interest expense (for
example, interest paid by a bank on time deposits) allocable to holding
of tax-exempt obligations has greatly reduced demand for this program.



AIDEA does not participate financially in the Revenue Bond projects nor
are the Authority's assets or credit pledged as security for the
bonds. Bond3 issued wunder this program are not considered to be
obligations of the Authority or the State.

They are considered to be obligations of the private borrower only.
Furthermore, the State'3 moral obligation does not 3tand behind these
bonds.

Most bonds under this program are tax-exempt by virtue of the small
issues exemption. A few have been exempt facility bond3. From
Inception to June 30, 1988, AIDEA has Issued 284 Revenue Bonds totaling
$591,747,230. There were no Revenue Bonds issued during fiscal year
1988.

Development Bonds

Alaska statutes authorize AIDEA to finance development projects that it
intends to own and operate. The types of facilities the Authority may
own or operate must be for wuse in manufacturing, natural resource
extraction, or transportation of those products.

Bonds for projects to be owned or operated by AIDEA may be secured bay
the project, project revenues, or the assets of AIDEA's economic
development fund. Bonds issued for such projects also are permitted to
carry the State's moral obligation in the form of a capital reserve
fund.

The only bonds authorized for this program are $175,000,000 to provide
financing for the DelLong Mountains Transportation Project. The project
consists of a road and port owned and operated by AIDEA to facilitate
the development of the Red Dog and other mines in Northwest Alaska.
$103,250,000 of such bonds were issued during 1987 and were outstanding
as of December 31, 1988. The bonds are insured and rated triple A by
both Moody's and Standard & Poor's. They have the State's moral
obligation attached.

Export Assistance Bonds

Chapter 42, SLA 1987 authorized AIDEA to guarantee up to 90 percent of
principal and interest on loans made to finance the export of raw
materials, goods, or services from Alaska. The guarantees are against
political or commercial loss.

AIDEA may issue bonds to fund it's export guarantee program. The bonds
may be secured by premiums paid by the borrower, bond proceeds, the
insurance purchased from bond proceeds, or other assets of the
authority.
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AS 44.88.090(g) which took effect in fiscal year 1982 placed a
statutory ceiling on all AIDEA annual bond issuance. The ceiling wa3
set at $400 million per fiscal year and has remained at that level. An
additional requirement of AS 44.88.090(g) 1is legislative approval of
any Revenue Bond or Export Assistance Bond in excess of $50 million.
AS 44.88.172(c) requires legislative approval of bonds issued for
projects which AIDEA will own or operate. AS 44.88.090(1) requires
legislative approval of all AIDEA bonds issued after January 1, 1990.



Senate CS for CS for IfflJ.23 (2d LJ5,E))

Section 1:

Allows the authority a limited exemption t the procurement
code pertaining to aliports.

Section 2:

Allows the authority a limited exemption to the procurement
code for the Healy Cogeneration Project.

Adds a new subsection (D) to provide stronger language for the
Healy Cogeneration Project in the definrtion Section.

Section 25:

A new Section 25 was inserted to authorize an aircraft
maintenance fecility in Anchorage.

Section 26:

A new Section 26 was inserted to authorize a dock project in
Skagway .

Section 27:

A new Section 27 was inserted o authorize a dock project in
Unalaska.

Sec.tim.%:

A new Section. 28 was inserted to authorize the Healy
Cogeneration Project.

Section XO.:

A new Section 29 was inserted 1 ire compliance with
AS 44.88.173 (preparation of a finance p%.
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CHANGES MADE IN SKNATELT.Q.HRJ123

Title Change; Title of the hill was too restrictive to accommodate changes so
was amended back 1o the original title. Senate Concurrent Resolution No. 35

deals with the title change.

Section 1 was added to accommodate the proposed aircraft maintenance fecility
In Anchorage. This provides a limited exg@ﬁtlon o the procurement code O

that the ritymay negotiate directlywith various interested airlines.

Sectim 2 was added to allov an exemption to the_procurement code for the
teaming arrangement for the Healy Cogeneration Project.

The Senate removed Section 5 of CSHB 123 (Jud)am. This sectionwould have
prohibited any form of joint ownership of a gpro ect. Authority staff reviewed
this prohibition with the Attormey General. 1Ice and req that 1the

eted. The prohibition would prohibit pn/)glects such as Rea Do&; (involving a
relationship between Cominco, Nana and AIDEA) as they could very well |
constructed to involve joint ownership (.e., lease of lands, 'use rights 1o a third

ty coupled with™ Authority ownérship of leasehold improvements).
Additionally, such a prohibition would prohibit the AuthorityS proposed
Tinancing for Unalaska's Dock Expansion %mject, as this inolves a sale and
lease back agreement between the City of Unalaska and AIDEA coupled with
lease_assignments from private shipping fims. The ability to enter Into
relationships with municipalities and private concems isan important aspect of
ﬁEAuﬁwogggd)llltytodevelop economical ly viable projects. The amendment
also iIs —" at lesst idirectly — to the “concept embodied iIn
AS 44.88.15( 2% which requires a minimum level of bank participation in
loans fi by AIDEA. Ifthese loans go into defeult, AIDEA's (andAIDEAS
bondholders Jposition can often be Bg?]tected only by a joint venture ownership
arrangement with the participatingbank.

Section Gz This addition provides that the Authority may enter into cooperative
agreements with DOT/PF conceming the intemational airports.

Section 11: A review of this language revealed an oversignt that should have
been corrected. The intentwas that no new bonds of the Authority would have
any expressed language entitling the holders to the moral doligation of the State
of Alaska. A provision _should have been included which grandfathered iIn
refunding bonds (abond issued to replace an already existing bond at no greater
par amount and normal ly at a lesser interest rate).

As interest rates have_fallen, it is possible that the Authority may, at some
future date, desire 1 Issle refunding bonds for some of Its outstanding oeot.
The Senate made this change on lines 8-10, page 8, Section 11.

Section 18: The Senate added a new Section 18 which will have the Authority
transfer to the business assistance fund the amount ofany discount to capitalize
the guarantee program. Should the Authority suffer & loss on an acquired
discounted loan itmay reverse the transaction and apply such an amount to
resenes-.

Page 1 of2
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Section 22: This was_amended to add a new subsection (D) providing an
expanded definition to include the Heally Cogeneration Project.

Sectin 25: A new Section 25 was inserted to authorize an aircraft maintenance
Tecility inAnchorage.

Section 26: A new Section 26 was inserted to authorize a dock project in
Skagway .

Section 27: A new Section 27 was inserted to authorize a dock project in
Unalaska.

Section 28 was added to authorize the Healy Cogeneration Project.

Section 29: A new Section 29 was inserted t require compliance with
AS 44.88.173 (preparation of a finance plan).

Section 30: A new Section 30 was inserted setting an effective date of
August 30, 1988 for Section 18, the date the discounted lIoans were acouired.

Section 31: The Senate extended the bond authorization date from January 1,
1991 in the House hill to January 1, 1992 in the Senate bill as a year as passed.

Page 20f2
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Original sponsor(s): Rules/Governor
IN THE HOUSE BY THE LABOR &COMMERCE COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 123 (2d L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
" For an Act entitled: "An Act relating to the Alaska Industrial Development

and Export Authority; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 36.30.850(b)(8) is amended to read:

(8) acquisitions or disposals of property and other contracts
relating to airports under AS 02.15.070, 02.15.090, [AND] 02.15.091j_
and AS k4.88;

* Sec. 2. AS kk.88.010(a)(9) is amended to read:

(9) the achievement of the goal of full employment, and of
establishment and continuing operation and development of industrial,
manufacturing, export, small business, and business enterprises in the
state [, INCLUDING, WITHOUT LIMITATION, FACILITIES FOR TRANSPORTATION,
FACILITIES FOR POLLUTION CONTROL AND WASTE DISPOSAL, FACILITIES FOR
THE LOCAL FURNISHING OF GAS, FACILITIES FOR WATER, FACILITIES FOR
INDUSTRIAL PARKS, ! 'S COMMUTING VEHICLES, FACILITIES FOR LOCAL DIS-
TRICT HEATING OR COOulING, PARKING FACILITIES, OR A STORAGE OR TRAINING
FACILITY RELATING TO A PLANT OR FACILITY,] will be accelerated and
facilitated by the c¢reation of an instrumentality of the state with
powers to incur debt, to own and operate facilities, to make and
insure loans to finance [, ] and to assist private lenders to make
loans to finance [,] the establishment, operation, and development of
industrial, manufacturing, export, small business, and business enter-
prises [, INCLUDING, WITHOUT LIMITATION, FACILITIES FOR

-1- SCS CSHB 123(2d L&C)
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TRANSPORTATION, FACILITIES FOR POLLUTION CONTROL AND WASTE DISPOSAL
FACILITIES FOR THE LOCAL FURNISHING OF GAS, FACILITIES FOR WATER
FACILITIES FOR [INDUSTRIAL PARKS, MASS COMMUTING VEHICLES, FACILITIE
FOR LOCAL DISTRICT HEATING OR COOLING, PARKING FACILITIES, OR A STOP.
AGE OR TRAINING FACILITY RELATING TO A PLANT OR FACILITY]]

Sec. 3. AS AA.88.010(c) is amended to read:

(¢) It is further declared to be the policy of the state, in th<
interests of promoting the health, security, and general welfare o:
all the people of the state, and a public purpose of the state, t¢
accomplish the objectives set out in (b) of this section through the
provision of financial support to a [IN COOPERATION WITH] federal,
state, municipal, or [AND] private entity [INSTITUTIONS FOR THE PUR-
POSE OF INCREASING THE EXPORT .OF ALASKA GOODS, TALENT, RAW MATERIALS,
AND SERVICES] .

Sec. A. AS AA.88.060 is amended to read:

Sec. AA.88.060. ALASKA INDUSTRIAL DEVELOPMENT AND EXPORT AU-
THORITY REVOLVING FUND. The Alaska Industrial Development and Export
Authority revolving fund is established in the authority. The revolv-
ing fund consists of appropriations made to the revolving fund by the
legislature, money or other assets transferred to the revolving func
by the authority, and unrestricted payments on loans made or purchased
by the authority. Unless otherwise expressly stated, the accounts
created in this chapter are accounts in the revolving fund. The
authority may create additional accounts either in the revolving fund
or outside the revolving fund. Subject to agreements made with the
holders of the authority's bonds or with other persons, the authority
may transfer amounts in an account in the revolving fund to another
account in the revolving fund. Amounts deposited in the revolving

fund may be pledged to the payment of bonds of the authority or

SCS CSHB 123(2d L&C) -2-
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expended for the purposes of the authority under this <chapter. The j
authority has the powers and responsibilities established in AS 37.-
10.071 with respect to the investment of amounts held in the revolving
fund.
|

Sec. 5. AS 44.88.080 is amended by adding a new paragraph to read:

(25) to make cooperative agreements with the Department of
Transportation and Public Facilities, acting on behalf of the inter-
national airports revenue fund westablished under AS 37.15.430, to
acquire, equip, operate, maintain, construct or install facilities
that will enhance the competitiveness of the international airports,
including a cooperative agreement to lend amounts from the interna-
tional airport revenue fund to finance the development or improvement
of utilities serving the airports.
Sec. 6. AS 44.88.090(a) is amended to read:

(a) The [SUBJECT TO (g) OF THIS SECTION, THE] authority m
borrow money and may issue bonds, including but not Ilimited to bonds
on which the principal and interest are payable

(1) exclusively from the income and receipts or other money
derived from the project or development project financed with the
proceeds of the bonds ¢.* derived from the exporter or exporting trans-

action financed, guaranteed, or insured with the ©proceeds of the

bonds;

(2) exclusively from the income and receipts or other money
derived from designated projects or development projects or other
sources whether or not they are financed, insured, or guaranteed in
whole or in part with the proceeds of the bonds; or

(3) from its income and receipts c¢cr other assets generally,
or a designated part or parts of them.

Sec. 7. AS 44.88 is amended by adding a new section to read:

-3- SCS CSHB 123(2d L&C)
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Sec. 44.88.095. BONDING LIMITATIONS. (a) The authority may not
issue bonds in a 12-month period in an amount that exceeds
5400,000,000.

(b) The authority may not issue revenue bonds, other than re-
funding bonds, to purchase a loan for a project under AS 44.88.155 -
44.88.159, to acquire a development project wunder AS 44.88.172 -
44.88.177 or to provide money to finance, guarantee, or insure ar.
exporting transaction under AS 44.88.300 - 44.88.390 in an amount
greater than 550,000,000 during any 12-month period unless the issu-
ance is included separately in the estimates required in the report of
the authority wunder AS 44.88.210(b) and unless the legislature, by
law, approves the issuance.

(¢) Before entering into a lease or other agreement under
AS 44.88.090(e) regarding a project for which the authority agrees to
issue bonds in an amount in excess of 56,000,000, there must be filed
with the authority a certified copy of a resolution of the governing
body of the political subdivision of the state, if any, in which the
project is to be located, consenting to the location of the project.
The <consent need only refer to the general nature of tl.a project
ultimately to be acquired, as set out in a request of the proposed
project applicant. Before entering into a lease or other agreement
undér AS 44.88.090(e) regarding a project, the authority shall find,
on the basis of all information reasonably available to it, that

(1) the project and its development under this chapter will
be economically advantageous to the state and the general public
welfare and will contribute to the economic growth of the state;

(2) the project applicant is financially responsible;

(3) provision to meet increased demand upon public facili-

ties that might result from the project is reasonably assured; and

SCS CSHB 123(2d L&C) -4 -



"WORK"DRAFT WORK DRAFT WORK DRAFT

4) the project will provide, or retain, employment
ably related to the amount of the financing by the authority, con—
sidering the amount of investment per employee for comparable facil—
ities and other relevant factors.

(d) Before adopting a resolution approving a project to be
financed under AS 44.88.172 for which bonds must be 1issued, the au—
thority shall, on the basis of all information reasonably available to

it, make findings, with respect to the project, as described 1in

( (c)(1) - (4) of this section, and also find that
¢ (@)) the project 1is economically and financially feasible
r and able to produce revenue adequate to repay the bonds or loans with

which i1t is financed;

(2) the project complies with applicable lav?; and

3) issuance of the bonds is not expected to adversely
E affect the ability of the state or any political subdivision of the

state to market other bonds.

ol (e) Before entering into an agreement to finance or to develop a
E proposed project financed under AS 44.88.172 for which bonds must be
9 issued, the authority shall obtain the approval of each Regional
2 Resource Advisory Council appointed under AS 44.88.174 or municipality
2 in the area in which the proposed project 1is to be located. Approval
2 undér this subsection must be evidenced by a certified copy of a
= resolution of the council or of the governing body of the municipal —
ity. Before considering a resolution regarding the approval or re—
= jection of the development or financing of a proposed project under
T this subsection, a Regional Resource Advisory Council shall conduct a
21 public hearing 1in the region. IfT a proposed project is located in a
municipality, the governing body of the municipality shall conduct a

hearing on the proposed project.

-5- SCS CSHB 123(2d L&C)
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(f) Before entering into an agreement to finance or to develop a
proposed project financed under AS AA.88.172 for which bonds must be
issued, the authority shall compile and make available to the public a
document that summarizes the projected economic, social, and environ-—
mental effects of the project; and, 1in conjunction with the Department
of Fish and Game, the Department of Natural Resources, the Department
of Environmental Conservation, and the Department of Labor, the au—
thority shall conduct a public hearing on the projected effects of the
project.

(@) Without prior legislative approval, the authority may not
issue bonds in an amount greater than $10,000,000 to assist in the
financing of a development project under AS 44.88.172 - 44.88.177.

* Sec. 8. AS 44.88.095(g) 1is repealed and reenacted to read:

() The authority may not issue bonds, other than refunding

bonds, without securing the prior approval of the legislature.
* Sec. 9. AS 44.88.105(a) 1s amended to read:

€)) For the purpose of securing one or more 1issues of its bond
the authority may establish one or more special funds, called "capital
reserve funds”, and shall pay into those capital reserve funds the
proceeds of the sale of 1its bonds and other money which may be made
available to the authority from other sources for the purposes of the
capital reserve funds. A capital reserve fund may be established only
if the authority determines that the establishment of the fund would
enhance the marketability of the bonds [, AND |IF THOSE COSTS OF A
PROJECT, AS DEFINED IN AS 44.88.900, WHICH ARE TO BE FINANCED WITH THE
PROCEEDS OF THE BONDS, DO NOT EXCEED $10,000,000]. Money in a capital
reserve fund, except as provided in this section, may be used as
required only for (1) the payment of the principal of, and interest

on, bonds or of the sinking fund payments with respect to those bonds;

jSCS CSHB 123(2d L&C) -6-
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(2) the purchase or redemption of the bonds; or (3) the payment of a
redemption premium required to be paid when the bonds are redeemed
before maturity. However, money 1in a capital reserve fund mav not be
withdrawn if the withdrawal would reduce the amount in the capital
reserve fund to less than the capital reserve fund requirement, except
for the purpose of making payment, when due, of principal, interest,
redemption premiums on the bonds, and sinking fund payments when other
money of the authority 1is not available for the payments. Income or
interest earned by, or increment to, a capital reserve fund, from the
investment of all or part of the fund, may be transferred by the
authority to other funds or accounts of the authority if the transfer
does not reduce the amount of the capital reserve fund below the
capital reserve fund requirement.

Sec. 10. AS AA.88.105(d) 1is amended to read:

(d) The chairman of the authority shall annually, no later tl
January 2, certify in writing to the governor and the legislature the
amount, if any, required to restore a capital reserve fund to the
capital reserve fund requirement. The legislature may appropriate to
the authority the amount certified by the chairman of the authority.
The authority shall deposit the amounts appropriated under this sub-—
section during a fiscal year in the proper capital vreserve fund.
Nothing in this section creates a debt or liability of the state. In
this subsection, "capital reserve fund™ means a capital reserve fund

that

@ is created under this section on or before January 1,
1989; or

(@) secures refunding bonds 1if the refunding bonds are
issued to refund bonds that are secured by a capital reserve fund

created under this section on or before January 1, 1989.

SCS CSHB 123(2d L&C)
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* Sec. 11. AS 44.88. 155(b) 1s amended to read:

(b) The authority may establish in the enterprise development
account die [A SMALL ENTERPRISE LOAN ACCOUNT, A LOAN INSURANCE AC-—
COUNT, AND OTHER] accounts it considers appropriate.

* Sec. 12. AS 44.88.155(c) is amended to read:

(c) Money and other assets of the enterprise development account
may be used to secure bonds of the authority issued to finance the
purchase of loans for projects [AND SHALL BE HELD AND INVESTED BY THE
AUTHORITY IN ACCORDANCE WITH AS 37.10.071] or shall be used to pur—
chase loans for projects.

* Sec. 13. AS 44.88.155(d) is amended to read:

(d A loan purchased in whole or 1in part by the authority with
assets of the enterprise development account or with proceeds of bonds
secured by assets of the enterprise development account, other than a
loan which is financed with the proceeds of bonds of the authority and
secured only by a project applicant or a project,

(1) may not exceed

[(A)1 $10,000,000; [OR
(B) $500,000 IF THE LOAN IS PURCHASED UNDER AS 44.88.-

158;]

(2) may not exceed the cost of the project or 75 percent of
the appraised value of the project, whichever 1is less, unless the
amount of the loan 1in excess of this [limit is federally 1insured or
guaranteed or is insured by a qualified mortgage insurance company;

(3 may not be for a term longer than three-quarters of the
authority"s estimate of the life of the project or 25 years from the
date the loan is made, whichever is earlier;

(4) shall contain complete amortization provisions satis—
factory to the authority requiring periodic payments by the borrower;

SCS CSHB 123(2d L&C) -8-
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(5) shall be 1in the form and contain the terms and provi—
sions with respect to insurance, repairs, alterations, payment of
taxes and assessments, default reserves, delinquency charges, default
remedies, acceleration of maturity, secondary liens, and other matters
the authority prescribes;

(6) shall be secured as to repayment by a mortgage or other
security instrument in the manner the authority determines 1is feasible
to assure timely repayment under a loan agreement entered into with
the borrower;

(7) may not be made unless

(A) at least 2B [10] percent of the principal amount
of the loan 1is retained by the originator of the loan as long as
the loan is outstanding; or

(B) 100 percent of the principal amount of the loan 1is
guaranteed by the United States or an agency or instrumentality
of the United States;

(8 must be
(A) [AT LEAST PARTIALLY GUARANTEED BY THE UNITED

STATES OR AN AGENCY OR INSTRUMENTALITY OF THE UNITED STATES,
SUBJECT TO THE PROVISIONS OF AS 44.88.158;
(B)] financed from the proceeds of bonds; or
(B) [(C)] expected by the authority to be financed
from the proceeds of bonds.
* Sec. 14. AS 44.88.165 1is repealed and reenacted to read:

Sec. 44.88.165. DELINQUENT LOANS. The authority shall adopt
regulations to describe the circumstances under which it will discon—
tinue purchasing loans from a financial institution because of exces—
sive delinquencies among the loans previously purchased by the author—
ity from the financial 1institution. In adopting the regulations, the

-9- SCS CSHB 123(2d L&C)



authority must consider the authority"s delinquency experience with
loans it purchased from all financial institutions. The authority may
include in the regulations other remedies it considers appropriate as
alternatives to the discontinuance of purchasing loans from the finan—
cial 1institution.

Sec. 15. AS 44.88.172(a) 1is amended to read:

() The economic development account 1is established 1in the
revolving fund. The economic development account consists of money or
assets appropriated, loaned, or transferred to the authority fcr
deposit in the account [,] and other money or assets deposited in the
account by the authority. While money 1is on deposit in the economic
development account, the money [THE ACCOUNT] may be used only to
finance, acquire, manage, and operate development projects that the
authority intends to own and operate. The term ™"operate" includes
operation directly by the authority [,Jor by an agent of the author—
ity.

Sec. 16. AS 44.88.535(b) 1is amended to read:

(b) The authority may provide a guarantee from the fund for up
to 8_ [70] percent of a loan that qualifies under AS 44.88.500 -
44.88.599. The ratio of the guarantee to the outstanding principal of
the loan maynot increase over the term of the loan.

Sec. 17. AS 44.88 is amended by adding a new section to read:

Sec. 44.88.542. DISCOUNTED LOAN PURCHASES. If the authority
purchases at a discount the principal amount of a Jloan initially
retained by an originating bank that is in financial distress or
insolvent, the authority shall transfer from reserves to the business
assistance fund established under AS 44.88.500 an amount representing
the discount. If the authority subsequently suffers a loss on a loan
covered by this section, an amount equal to the loss may be

CSHB 123(2d L&C) -10-



10

14

16

17

83

B B Y B B

rtRAFT WORK DRAFT WORK DRAFT

transferred from the business assistance fund to the reserves of the
authority.
Sec. 18. AS 44.88.545 is amended to read:
Sec. 44.88.545. LIMITATIONS OF GUARANTEES WITH RESPECT TO BOR-—
ROWERS. The authority may not provide a guarantee

(¢H) [A LOAN] of more than $1,000,000;

(2 [LOANS]to an individual borrower thatcumulatively
exceeds [EXCEED] $1,000,000 of guaranteed indebtedness.

Sec. 19. AS 44.88.560 is amended to read:
Sec. 44.88.560. POWERS OF THE AUTHORITY.The authority may

(1) adopt regulations to implement AS 44.88.500 - 44.88.-
599;

(2) establish terms and conditions for loan guarantees and
refinancing agreements subject to the requirements of AS 44.88.-500 -
44 .88.599;

(3) make and execute contracts and other instruments to
implement AS 44.88.500 - 44.88.599;

(4) charge

A one percent of the amount guaranteed for the
service it provides under AS 44.88.500 - 44.88.599; and

(B) any other reasonable fee that the authority may
establish by regulation;

(5) acquire real or personal property by purchase, trans—
fer, or foreclosure when the acquisition 1is necessary to protect an
interest in the fund; and

(6) exercise any other power necessary to implement AS 44._-
88.500 - 44.88.599j.

@) to the extent the authority considers it to be 1in its
best interest to do so, use money 1in the business assistance fund to
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1 pay expenses relating; to the liquidation of collateral securing loans
2 guaranteed by the business assistance fund.
3 * Sec. 20. AS 44.88.900(4) 1is repealed and reenacted to read:
4 (4) "development project”™ has the meaning given to "proj-
5 ect” in (9)(A) of this section;
0 * Sec. 21. AS 44.88.900(9) 1is amended to read:
! (9) "project"” means
8 (A) a plant or facility used or intended for use
3 r(i)] in connection with making, processing, pre—
1 paring, transporting, or producing in any manner, goods,
i products™ or substances of any kind or nature or 1in connec—

tion with developing or utilizing a natural resource, or
13 extracting, smelting, transporting, converting, assembling”®
“ or producing 1in any manner, minerals, raw materials, chemi—
B cals, compounds, alloys, fibers, commodities and materials,
16 products”™ or substances of any kind or nature;
v [(ii) AS AN INDUSTRIAL PARK; IN CONNECTION WITH
18 TRANSPORTATION; FOR THE PREVENTION, LIMITATION OR CONTROL OF
B POLLUTION; FOR THE DISPOSAL OF SEWAGE OR SOLID WASTE; FOR
2 THE LOCAL FURNISHING OF GAS; FOR THE FURNISHING OF WATER; AS
2 OR IN CONNECTION WITH MASS COMMUTING VEHICLES; FOR LOCAL
2 DISTRICT HEATING OR COOLING; AS A PARKING FACILITY; OR AS A
3 STORAGE OR TRAINING FACILITY DIRECTLY RELATED TO A PLANT OR
A FACILITY DESCRIBED IN THIS PARAGRAPH;]

(B) a plant or facility used or intended for use 1in
connection with a business enterprise;

! (C) commercial activity by a small enterprise;
8 D) a plant or facility demonstrating technological
o advances of new methods and procedures and prototype commercial

SCS CSHB 123(2d L&C) ~12-
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applications for the exploration, development:, production, trans—
portation, conversion, and use of energy resources;

* Sec. 22_AS AA.88.090(g), AA.88.090(i), AA.88.105(e), AA.88.105(g),

AA.88.157, AA 88.158, AA .88.159(c), AA.88.160, AA.88.172(b), AA.88.172(c) ,

AA.88.1 75, AA.88.176, AA.88.212(a), and AA.88.900(3) are repealed.

* Sec. 23_.AS AA.88.095(b) 1is repealed.
* Sec. 2A. The Alaska Industrial Development and Export Authority may
issue bonds to finance the acquisition, design,and construction of a

multi-bay aircraft maintenance facility located at Anchorage International
Airport, to be owned by the authority. The principal amount of the bonds
may not exceed $50,000,000. This section grants the legislative approval
required by AS AA_88.095 and AA.88.172(c) .

* Sec. 25. The Alaska Industrial Development and ExportAuthority may
issue bonds to finance the acquisition, design, and reconstruction of a
public use ore terminal in Skagway to be owned by the authority. The
principal amount of the bonds may not exceed $25,000,000. This section
grants the legislative approval required by AS AA.88.095 and AA.88.172(c) .

* Sec. 26. The Alaska Industrial Development and ExportAuthority may
issue bonds to finance the acquisition, design, andconstruction of im—
provements to the Ballyhoo dock in Unalaska co be owned by the authority.
The principal amount of the bonds may not exceed $10,000,000. This section
grants the legislative approval required by AS AA.88.095 and AA.88.172(c).

* Sec. 27.Before bonds authorized 1in secs. 25 and 26 of this Act are
issued, the Alaska Industrial Development and Export Authority shall comply
with the requirements of AS AA.88.173.

* Sec. 28. Section 17 of this Act is retroactive to August 30, 1988.

* Sec. 29. Sections 8 and 23 of this Act take effect January 1, 1992.

* Sec. 30. Sections 1 - 7, 9 - 22, and 2A - 28 of this Act take effect

immediately under AS 01.10.070(c).
-13- SCS CSHB 123(2d L&C)
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Bannister
5/57/90
Original sponsor(s): Rules/Governor
IN THE HOUSE BY THE LABOR & COMMERCE COMMITTEE
2 SENATE CS FOR CS FOR HOUSE BILL NO. 123 (2d L&C)
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
6P For an Act entitled: "An Act relating to the Alaska Industrial Development

and Export Authority; and providing for an effective
date.ll
9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 36.30.850(b)(8) is amended to read:

(8) acquisitions or disposals of property and other contr
relating to airports under AS 02.15.070, 02.15.090, [AND] 02..15.091 L
and AS 44.88;

* Sec. 2. AS 36.30.850(b) 1is amended by adding a new paragraph to read:
(22) contracts of the Alaska Industrial Development and
Export Authority for a clean coal technology demonstration project
that
(A) is attempting to develop a coal-fired electric
generation project;
(B) uses technology that is capable of commercializa—
tion during the 1990"s; and
(C) qualifies for federal financial participation
under P.L. 99-190 as amended.
* Sec. 3. AS 44.88.010(a)(9) is amended to read:

(©)) the achievement of the goal of full employmen
establishment and continuing operation and development of industrial,
manufacturing, export, small business, and business enterprises 1in the
state [, INCLUDING, WITHOUT LIMITATION, FACILITIES FOR TRANSPORTATION,

FACILITIES FOR POLLUTION CONTROL AND WASTE DISPOSAL, FACILITIES FOR

-1- SCS CSHB 123(2d L&C)



THE LOCAL FURNISHING OF GAS, FACILITIES FOR WATER, FACILITIES FOR
INDUSTRIAL PARKS, MASS COMMUTING VEHICLES, FACILITIES FOR LOCAL DIS—
TRICT HEATING OR COOLING, PARKING FACILITIES, OR A STORAGE OR TRAINING
FACILITY RELATING TO A PLANT OR FACILITY,] will be accelerated and
facilitated by the creation of an instrumentality of the state with
powers to incur debt, to own and operate Tfacilities, to make and
insure loans to finance [,] and to assist private lenders to make
loans to finance |[,] the establishment, operation, and development of
industrial, manufacturing, export, small business, and business enter—
prises [, INCLUDING, WITHOUT LIMITATION, FACILITIES FOR TRANSPORTA-—
TION, FACILITIES FOR POLLUTION CONTROL AND WASTE DISPOSAL, FACILITIES
FOR THE LOCAL FURNISHING OF GAS, FACILITIES FOR WATER, FACILITIES FOR
INDUSTRIAL PARKS, MASS COMMUTING VEHICLES, FACILITIES FOR LOCAL DIS—
TRICT HEATING OR COOLING, PARKING FACILITIES, OR A STORAGE OR TRAINING
FACILITY RELATING TO A PLANT OR FACILITY];

Sec. 4. AS 44.88.010(c) 1is amended to read:

(©) It is further declared tobe the policy of the state, 1in the
interests of promoting the health, security, and general welfare of
all the people of the state, and a public purpose of the state, to
accomplish the objectives set out in (b) of this section through the
provision of financial support toa [IN COOPERATION WITH] federal,
state, municipal, or [AND] private entity [INSTITUTIONS FOR THE PUR-—
POSE OF INCREASING THE EXPORT OF ALASKA GOODS, TALENT, RAW MATERIALS,
AND SERVICES].

Sec. 5. AS 44.88.060 1is amended to read:

Sec. 44.88.060. ALASKA INDUSTRIAL DEVELOPMENT AND EXPORT AU-—
THORITY REVOLVING FUND. The Alaska Industrial Development and Export
Authority revolving fund 1is established in the authority. The revolv—

ing fund consists of appropriations made to the revolving fund by the
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’I legislature, money or other assets transferred to the revolving fund
2 by the authority, and unrestricted payments on loans made or purchased
) by the authority. Unless otherwise expressly stated, the accounts
¢ created 1in this chapter are accounts in the revolving fund. The
5 authority may create additional accounts either in the revolving fund
6 or outside therevolving fund. Subject to agreements made with the
! holders of theauthority®s bonds or with other persons, the authority
8? mav transfer amounts 1in an account 1in the revolving fund to another
g-l account in therevolving fund. Amounts deposited 1inthe revolving
io% fund may be pledged to the payment of bonds of the authority or ex—
n pended for thepurposes of the authority under this chapter. The
12” authority has the powers and responsibilities established in AS 37.-
13 10.071 with respect to the investment of amounts held in the revolving
4 fund.
1 * Sec. 6. AS 44.88.080 is amended by adding a new paragraph to read:
16" (25) to make cooperative agreements with the Department of
17 Transportation and Public Facilities, acting on behalf of the inter—
18y national airports revenue fund established under AS 37.15.430, to
191!1 acquire, equip, operate, maintain, construct or install facilities
20 that will enhance the competitiveness of the international airports,
A including a cooperative agreement to lend amounts from the 1interna—
2 tional airport revenue fund to finance the development or improvement
z of utilities serving the airports.
4 * Sec. 7. AS 44.88.090(a) 1is amended to read:
2 ) The [SUBJECT TO (g) OF THIS SECTION, THE] authority
2 borrow money and may 1issue bonds, including but not limited to bonds
21 on which the principal and interest are payable
28‘1! €D exclusively from the income and receipts or oth
21 derived from the project or development project financed with the
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proceeds of the bonds or derived from the exporter or exporting trans—
action financed, guaranteed, or insured vith the proceeds of the
bonds;

(2) exclusively from the income anc receipts or other money
derived from designated projects or development projects or other
sources whether or not they are financed, insured, or guaranteed 1in
whole or 1in part with the proceeds of the bonds; or

(3 from its income and receipts or other assets generally,
or a designated part or parts of them.

Sec. 8. AS 44.88 1is amended by adding a nev section to read:

Sec. 44.88.095. BONDING LIMITATIONS. (@) The authority may not
issue bonds in a 12-month period in an amount that exceeds
$400,000,000.

(b) The authority may not 1issue revenue bonds, other than re—
funding bonds, to purchase a loan for a project under AS 44.88.155 -
44.88.159, to acquire a development project under AS 44.88.172 -
44.88.177 or to provide money to finance, guarantee, or 1insure an
exporting transaction under AS 44.88.300 - 44.88.390 1in an amount
greater than $50,000,000 during any 12-month period unless the 1issu—
ance 1s included separately in the estimates required in the report of
the authority under AS 44.88.210(b) and wunless the legislature, by
law, approves the issuance.

(c) Before entering 1into a lease or other agreement under
AS 44.88.090(e) regarding a project for which the authority agrees to
issue bonds in an amount 1in excess of $6,000,000, there must be filed
with the authority a certified copy of a resolution of the governing
body of the political subdivision of the state, if any, in which the
project is to be located, consenting to the location of the project.

The <consent need only refer to the general nature of the project



ultimately to be acquired, as set out in a request of the proposed
project applicant. Before entering into a lease or other agreement
under AS 44.88.090(e) regarding a project, the authority shall find,
on the basis of all information reasonably available co it, that

(1) the project and its development under this chapter will
be economically advantageous to the state and the general public
welfare and will contribute to the economic growth of the state;

(2) the project applicant is financially responsible;

(3) provision to meet increased demand upon public facili—
ties that might result from the project 1is reasonably assured; and

(4) the project will provide, or retain, employment reason—
ably related to the amount of the financing by the authority, con—
sidering the amount of investment per employee for comparable facil—
ities and other relevant factors.

(d) Before adopting a resolution approving a project to be
financed under AS 44.88.172 for which bonds must be 1issued, the au-—
thority shall, on the basis of all information reasonably available to
it, make findings, with respect to the project, as described in
(c)(1) - (4) of this section, and also find that

(@D the project 1is economically and financially feasible
and able to produce revenue adequate to repay the bonds or loans with
which it is financed;

(2) the project complies with applicable law; and

(©)) issuance of the bonds 1is not expected to adversely
affect the ability of the state or any political subdivision of the
state to market other bonds.

(e) Before entering into an agreement to finance or to develop a
proposed project financed under AS 44.88.172 for which bonds must be

issued, the authority shall obtain the approval of each Regional
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Resource Advisory Council appointed under AS 44.88.174 or municipality

in the area 1in which the proposed project is to be located. Approval

under this subsection must be evidenced by a certified copy cf a
resolution of the council or of the governing body of the municipal —
ity. Before considering a resolution regarding the approval or re—
jection of the development or financing of a proposed projecc under

this subsection, a Regional Resource Advisory Council shall conduct a
public hearing 1in the region. IT a proposed project is located in a
municipality, the governing body of the municipality shall conduct a
hearing on the proposed project.

(f) Before entering into an agreement to finance or to develop a
proposed project financed under AS 44.88.172 for which bonds must be
issued, the authority shall compile and make available to the public a
document that summarizes the projected economic, social, and environ—
mental effects of the project; and, 1in conjunction with the Department
of Fish and Game, the Department of Natural Resources, the Department
of Environmental Conservation, and the Department of- Labor, the au—
thority shall conduct a public hearing on the projected effects of the
project.

() Without prior legislative approval, the authority may not
issue bonds in an amount greater than $10,000,000 to assist in the
fhﬁancing of a development project under AS 44.88.172 - 44.88.177.

Sec. 9. AS 44.88.095(g) is repealed and reenacted to read:

()] The authority may not 1issue bonds, other than refunding
bonds, without securing the prior approval of the legislature.
Sec. 10. AS 44.88.105(a) 1is amended to read:

(€)) For the purpose of securing one or more 1issues of its bonc
the authority may establish one or more special funds, called "capital
reserve funds™, and shall pay 1into those capital reserve funds the

CSHB 123(2d L&C) -6-



proceeds of the salLe of 1its bonds and ocher money which may be made
available to the authority from other sources for the purposes of che
capital reserve funds. A capital reserve fund may be established only
if the authority determines chat the establishment of the fund would
enhance the marketability of the bonds [, AND |IF THOSE COSTS OF A
PROJECT, AS DEFINED INAS 44.88.900, WHICH ARE TO BE FINANCED WITH THE
PROCEEDS OF THE BONDS, DO NOT EXCEED $10,000,000]. Money in a capital
reserve fund, except as provided 1in this section, may be used as
required only for (1) the payment of the principal of, and interest
on, bonds or of the sinking fund payments with respect to those bonds;
(2) the purchase or redemption of the bonds; or (3) the payment of a
redemption premium required to be paid when the bonds are redeemed
before maturity. However, money 1in a capital reserve fund may not be
withdrawn 1if the withdrawal would reduce the amount 1in the capital
reserve fund to less than the capital reserve fund requirement, except
for the purpose of making payment, when due, of principal, Iinterest,
redemption premiums on the bonds, and sinking fund payments when other
money of the authorityis not available for the payments. Income or
interest earned by, orincrement to, a capital reserve fund, from the
investment of all or part of the fund, may be transferred by the
aqthority to other funds or accounts of the authority if the transfer
d;es not reduce the amount of the capital reserve fund below the
capital reserve fund requirement.

Sec. 11. AS 44.88.105(d) 1is amended to read:

(d) The chairman of the authority shall annually, no later
January 2, certify in writing to the governor and the legislature the
amount, 1f any, required to restore a capital reserve fund co the
capital reserve fund requirement. The legislature may appropriate to

the authority the amount certified by the chairman of the authority.
-7- SCS CSHB 123(2d L&C)



The authority shall deposit the amounts appropriated under this sub—

section during a fiscal year in the proper capital reserve fund.

Nothing 1in this section creates adebtor liability of the state. In
this subsection, "capital reserve fund” means a capital reserve fund
that

€D is created under this section on or before January 1,
1989; or

) secures refundingbonds 1if the refunding bonds are
issued to refund bonds that are securedby a capital reserve fund
created under this section on or before January 1, 1989.
Sec. 12. AS 44.88.155(b) 1is amended to read:

(b) The authority may establish 1in the enterprise development
account the [ASMALL ENTERPRISE LOAN ACCOUNT, A LOAN INSURANCE AC—
COUNT, AND OTHER] accounts it considers appropriate.

Sec. 13. AS 44.88.155(c) 1is amended to read:

(c) Money and other assets of the enterprise development account
may be used to secure bonds of the authority 1issued to finance the
purchase of loans for projects [AND SHALLBE HELD AND INVESTED BY THE
AUTHORITY IN ACCORDANCE WITH AS 37.10.071] or shall be used to pur—
chase loans for projects.

Sec. 14. AS 44.88.155(d) 1is amended to read:

(d A loan purchased in whole or in part bytheauthority with
assets of the enterprise development account or withproceedsof bonds
secured by assets of the enterprise development account, other than a
loan which 1is financed with the proceeds of bonds of the authority and
secured only by a project applicant or a project,

(1) may not exceed
[(A)] $10,000,000; [OR
((3)) $500,000 IF THE LOAN 1S PURCHASED UNDER



AS 44.88.158;]

(2) may not: exceed the cost of the project or 75 percent of
the appraised value of the project, whichever is less, unless the
amount of the 1loan in excess of this 1limit 1is federally insured or
guaranteed or 1is insured by a qualified mortgage 1insurance company;

(3) may not be for a term longer than three-quarters of the
authority 3 estimate of the life of the project or 25 years from the
date the loan 1is made, whichever 1is earlier;

(4) shall contain complete amortization provisions satis—
factory to the authority requiring periodic payments by the borrower;

(5) shall be in the form and contain the terms and provi—
sions with respect to insurance, repairs, alterations, payment of
taxes and assessments, default reserves, delinquency charges, default
remedies, acceleration of maturity, secondary liens, and other matters
the authority prescribes;

(6) shall be secured as to repayment by a mortgage or other
security instrument in the manner the authority determines is feasible
to assure timely repayment under a Jloan agreement entered into with
the borrower;

(7) may not be made unless

(A) at least 20 [10] percent of the principal amount
’ of the loan 1is retained by the originator of the loan as long as
the loan 1is outstanding; or

(B) 100 percent of the principal amount of the loan is
guaranteed by the United States or an agency or instrumentality
of the United States;

(8) must be
A [AT LEAST PARTIALLY GUARANTEED BY THE

STATES OR AN AGENCY OR INSTRUMENTALITY OF THE UNITED STATES,
-9- SCS CSHB 123(2d L&C)



SUBJECT TO THE PROVISIONS OF AS 44.88.158;
(B)] financed from the proceeds of bonds; or

® [(C)] expected by the authority to befinanced

from the proceed.. bonds .

* Sec. 15. AS 44.88.165 1is repealed andreenacted to read:

Sec.44.88.165. DELINQUENTLOANS. The authority shall adopt
regulations to describe the circumstances under which it will discon—
tinue purchasing loans from a financial institution because of exces—
sive delinquencies among the loans previously purchased by the author—
ity from the financial institution. In adopting the regulations, the
authority must consider the authority®s delinquency experience with
loans it purchased from all financial institutions. The authority may
include in the regulations other remedies it considers appropriate as
alternatives to the discontinuance of purchasing loans from the finan—
cial institution.

Sec. 16. AS 44.88.172(a) 1is amended to read:

(a) The economic development account 1is established 1in the
revolving fund. The economic development account consists of money or
assets appropriated, loaned, or transferred to the authority for
deposit in the account [,] and other money or assets depositedn the
account by the authority. While money 1is on deposit in the economic
development account, the money [THE ACCOUNT] may be wused only to
finance, acquire, manage, and operate development projects that the
authority 1intends to own and operate. The term "operate"™ 1includes
operation directly by the authority [,] or by an agent of the author—
ity.

Sec. 17. AS 44.88.535(b) 1is amended to read:
(b) The authority may provide a guarantee from the fund for up

to 8) [70] percent of a loan that qualifies under AS 44.88.500 -



44.88.599. The ratio of the guarantee to the outstanding principal of
the loan may not increase over the term of the loan.
Sec. 18. AS44.88 is amended by adding a new section to read:

Sec. 44.88.542. DISCOUNTED LOAN PURCHASES. IfT the authority
purchases at a discount the principal amount of a Jloan initially
retained by an originating bank that 1is in financial distress or
insolvent, the authority shall transfer from reserves to the business
assistance fund established under AS 44.88.500 an amount representing
the discount. If the authority subsequently suffers a loss on a loan
covered by this sec"ion, an amount equal to the loss may be trans—
ferred from the business assistance fund to the reserves of the au-—
thority .

Sec. 19. AS 44.88.545 is amended toread:

Sec. 44.88.545. LIMITATIONS OF GUARANTEES WITH RESPECT TO BOR-—

ROWERS. The authority may not provide a guarantee

(€)) [A LOAN] of more than $1,000,000;

2 [LOANS] toan individual borrower that cumulatively
exceeds [EXCEED] $1,000,000 of guaranteed indebtedness.
Sec. 20. AS 44.88.560 is amended toread:

Sec. 44.88.560. POWERS OF THE AUTHORITY. The authority may

(1) adopt regulations toimplement AS44.88.500 - 44.88.-
599;

(2) establish terms and conditions for loan guarantees and
refinancing agreements subject to the requirements of AS 44.88.500 -

44.88.599;

€)) make and execute contracts and other 1instruments to
implement AS 44.88.500 - 44.88.599;
(4) charge
(A) one percent of the amount guaranteed for the
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" service It provides under AS 44.88.500 - 44.88.599; and

21 (B) any other reasonable fee that the authority may
3t establish by regulation;
(5) acquire real or personal property by purchase

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

interest in the fund; and

(6) exercise any other power necessary to implement AS 44.-

8!| 88.500 - 44 .88 .599j

9 (7) to the extent the authority considers it to be 1in its
1O.I best interest to do so, use money in the business assistance fund to
nt pay expenses relatine to the liquidation of collateral securing loans
12; guaranteed bv the business assistance fund.

13 * Sec. 21. AS 44.88.900(4) 1is repealed and reenacted to read:

L 4) "development project™ has the meaning given t
15.

ect” in (9)(A) of this section;

16> * Sec. 22. AS 44.88.900(9) 1is amended to read:
17; (9) “project™ means
18§ (A) a plant or facility used or intended for use
195_‘ [(i)] 1in connection with making, processing, pre-
20} paring, transporting, or producing 1in any manner, -goods,
A products”™ or substances of any kind or nature or in connec-
2 * tion with developing or utilizing a natural resource, or
23 extracting, smelting, transporting, converting, assembling”
24 or producing in any manner, minerals, raw materials, chemi-
= cals, compounds, alloys, fibers, commodities and materials,
26 products_j or substances of any kind or nature;

[(i) AS AN INDUSTRIAL PARK; IN CONNECTION WITH
3 TRANSPORTATION; FOR THE PREVENTION, LIMITATION OR CONTROL OF
~J POLLUTION; FOR THE DISPOSAL OF SEWAGE OR SOLID WASTE; FOR

I SCS CSHB 123(2d L&C) ~12-



u THE LOCAL FURNISHING OF GAS; FOR THE FURNISHING OF WATER; AG

2 OR IN CONNECTION WITH MASS COMMUTING VEHICLES; FOR LOCAL
31 DISTRICT HEATING OR COOLING; AS A PARKING FACILITY; OF. AS A
4 STORAGE OR TRAINING FACILITY DIRECTLY RELATED TO A PLANT OR
51 FACILITY DESCRIBED IN THIS PARAGRAPH;]
" (B) a plant or facility used or intended for use 1in
| connection with a business enterprise;
8" © commercial activity by a small enterprise;

() a plant or facility demonstrating technological
10" advances of new methods and procedures and prototype commercial
ng applications for the exploration, development, production, trans-

12 portation, conversion, and use of energy resources;
137 * Sec. 23. AS 44.88.090(g) , AA .88.090 (i) , AA .88. 105(e) , AA .88. 105 (g),
14! AA.88.157, AA.88.158, AA.88.159(c), AA.88.160, AA.88.172(b), AA.88.172(c),
15 AA.88.175, AA.88.176, AA.88.212(a), and AA.88.900(3) are repealed.

101 * Sec. 2A. AS AA.88.095(b) 1is repealed.

174 . .

* Sec. 25. The Alaska Industrial Development and Export Authority may

5 Issue bondsto finance the acquisition, design, and construction of a
19! . . . I .

I--multl—bay aircraft maintenance facility located at Anchorage International

f
JAirport, tobe owned by the authority. The principal amount of the" bonds

may not exceed $50,000,000. This section grants the legislative approval

2 required” by AS AA.88.095.
23 i ]
* Sec. 26. The Alaska Industrial Development and Export Authority may
24 . . oL . .
issue bonds to finance the acquisition, design, and reconstruction of a
25

public use ore terminal 1in Skagway to be owned by the authority. The

% principal amount of the bonds may not exceed $25,000,000. This section

21 grants the legislative approval required by AS AA.88.095.

% * Sec. 27. The Alaska Industrial Development and Export Authority may

issue bonds to finance the acquisition, design, and construction of

13- SCS CSHB 123(2d L&C)



improvements to the Ballyhoo dock in Unalaska to be owned by the authority.

2 The principal amount of the bonds may not exceed $10,000,000. This section

3 grants the legislative approval required by AS AA_88.095.
4! * Sec. 28. The Alaska Industrial Development and Export Authority is
S authorized, as required by AS AA.88.095, to 1issue bonds for the Healy

6! cogeneration project in a principal amount not to exceed $85,000,000.
* Sec. 29. Before bonds authorized 1in secs. 25 - 28 of this Act are
issued, the Alaska Industrial Development and Export Authority shall comply

91 with the requirements of AS AA.88.173.

l
0 * Sec. 30. Section 18 of this Act 1is retroactive to August 30, 1988.

Ni

12
1

BY immediately under AS 01.10.070(c).
14ii

* Sec. 31. Sections 9 and 2A of this Act take effect January 1, 1992.

* Sec. 32. Sections 1-8, 10 - 23, and 25 - 30 of this Act take effect

J!

16ii
174
is#

19%

R

24

28

29
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M EMORANDUM May 1, 1990
SUBJECT: Withholding of additional revenue proceeds
(Draft SCS CSHB 123 (2dL&C), go0799hM,
4-30-90)
TO: Senator Dick Eliason

Chair, Senate Labor & Commerce Committee

FROM: Theresa L. Bannister
Legislative Counsel

This memo accompanies the draft of SCS CSHB 123 (2dL&C) that
you requested. Please be aware that there is a question
whether sec. 24 of the bill (authorizing AIDEA to withhold
additional moneys from the DeLong Mountain project revenue
bond income stream) amounts to an unconstitutional distri—
bution of state money because the income stream may be con—
sidered money of the state and because state money can only
be transferred by appropriation. IfT you wish additional
information on this 1issue, please advise.

TLB:pi
WKP4/099

Enclosure
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Original sponsor(s): Rules/Governor

IN THE HOUSE BY THE LABOR &COMMERCE COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 123 (2d L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Industrial Development
and Export Authority; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 36.30.850(b)(8) 1is amended to read:
(3 acquisitions or disposals of property and other contra
relating to airports under AS 02.15.070, 02.15.090, [AND] 02.15.091~7
and AS 44.88;
* Sec. 2. AS 44.88.010(a)(9) is amended to read:

9 the achievement of the goal of full employment,
establishment and continuing operation and development of industrial,
manufacturing, export, small business, and business enterprises in the
state [, INCLUDING, WITHOUT LIMITATION, FACILITIES FOR TRANSPORTATION,
FACILITIES FOR POLLUTION CONTROL AND WASTE DISPOSAL, FACILITIES FOR
THE LOCAL FURNISHING OF GAS, FACILITIES FOR WATER, FACILITIES FOR
INDUSTRIAL PARKS, MASS COMMUTING VEHICLES, FACILITIES FOR LOCAL DIS—
TRICT HEATING OR COOLING, PARKING FACILITIES, OR A STORAGE OR TRAINING
FACILITY RELATING TO A PLANT OR FACILITY,] will be accelerated and
facilitated by tha creation of an instrumentality of the state with
powers to 1incur debt, to own and operate facilities, to make and
insure loans to finance |[,] and to assist private lenders to make
loans to finance [,] the establishment, operation, and development of
industrial, manufacturing, export, small business, and business enter—
prises f, INCLUDING, WITHOUT LIMITATION, FACILITIES FOR
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TRANSPORTATION, FACILITIES FOR POLLUTION CONTROL AND WASTE DISPOSAL.
FACILITIES FOR THE LOCAL FURNISHING OF GAS, FACILITIES FOR WATER,
FACILITIES FOR INDUSTRIAL PARKS, MASS COMMUTING VEHICLES, FACILITIES
FOR LOCAL DISTRICT HEATING OR COOLING, PARKING FACILITIES, OR A STOR-—
AGE OR TRAINING FACILITY RELATING TO A PLANT OR FACILITY];

* Sec. 3. AS 44.88.010(c) 1is amended to read:

(©) It is further declared tobe the policy of the state, 1in the
interests of promoting the health, security, and general welfare of
all the people of the state, and a public purpose of the state, to
accomplish the objectives set out in (b) of this section through the
provision of financial support toa [IN COOPERATION WITH] federal,
state, municipal, or [AND] private entity [INSTITUTIONS FOR THE PUR-—
POSE OF INCREASING THE EXPORT OF ALASKA GOODS, TALENT, RAW MATERIALS,
AND SERVICES].

* Sec. 4. AS 44.88.060 1is amended to read:
Sec. 44.88.060. ALASKA INDUSTRIAL DEVELOPMENT AND EXPORT AU-—

THORITY REVOLVING FUND. The Alaska Industrial Development and Export
Authority revolving fund is established in the authority. The revolv—
ing fund consists of appropriations made to the revolving fund by the
legislature, money or other assets transferred to the revolving fund
by the authority, and unrestricted payments on loans made or purchased
by the authority. Unless otherwise expressly stated, the accounts
created 1in this chapter are accounts in the revolving fund. The
authority may create additional accounts either 1in the revolving fund
or outside the revolving fund. Subject to agreements made with the
holders of the authority®s bonds or with other persons, the authority
may transfer amounts 1in an account 1in the revolving fund to another
account in the revolving fund. Amounts deposited in the revolving
fund may be pledged to the payment of bonds of the authority or
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expended for the purposes of the authority under this chapter. The
authority has the powers and responsibilities established in AS 37.-
10.071 with respect to the investment of amounts held in the revolving
fund.

* Sec. 5. AS 44.88.080 1is amended by adding a new paragraph to read:

(25) to make cooperative agreements with the Department of
Transportation and Public Facilities, acting on behalf of the inter—
national airports revenue fund established under AS 37.15.430, to
acquire, equip, operate, maintain, construct or install facilities
that will enhance the competitiveness of the 1international airports,
including a cooperative agreement to lend amounts from the 1interna—
tional airport revenue fund to finance the development or improvement
of utilities serving the airports.

* Sec. 6. AS 44.88.090(a) 1is amended to read:

) The [SUBJECT TO (g) OF THIS SECTION, THE] authority may
borrow money and may 1issue bonds, including but not limited to bonds
on which the principal and interest are payable

(1) exclusively from the income and receipts orother money
derived from the project or development project financed with the
proceeds of the bonds or derived from the exporter or exporting trans—
action financed, guaranteed, or insured with the proceeds of the
bonds;

(2) exclusively from the income and receipts or other money
derived from designated projects or development projects or other
sources whether or not they are financed, 1insured, or guaranteed in
whole or in part with the proceeds of the bonds; or

(3) from its income and receipts or other assets generally,
or a designated part or parts of them.

* Sec. 7. AS 44.88 is amended by adding a new section to read:
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Sec. 44.88.095. BONDING LIMITATIONS. (@) The authority may not
issue bonds in a 12-month period in an amount that exceeds
$400,000,000.

(b) The authority may not issue revenue bonds, other than re—
funding bonds, to purchase a loan for a project under AS 44.88.155 -
44.88.159, to acquire a development project under AS 44.88.172 -
44_.88.177 or to provide money to finance, guarantee, or 1insure an
exporting transaction under AS 44.88.300 - 44.88.390 1in an amount
greater than $50,000,000 during any 12-month period unless the issu—
ance 1s included separately in the estimates required in the report of
the authority under AS 44.88.210(b) and unless the legislature, by
law, approves the 1issuance.

(©) Before entering 1into a lease or other agreement under
AS 44.88.090(e) regarding a project for which the authority agrees to
issue bonds 1in an amount in excess of $6,000,000, there must be filed
with the authority a certified copy of a resolution of the governing
body of the political subdivision of the state, 1if any, in which the
project 1is to be located, consenting to the location of the project.
The consent need only refer to the general nature of the project
ultimately to be acquired, as set out in a request of the proposed
project applicant. Before entering into a lease or other agreement
under AS 44.88.0907e) regarding a project, the authority shall find,
on the basis of all information reasonably available to it, that

(1) the project and its development under this chapter will
be economically advantageous to the state and the general public
welfare and will contribute to the economic growth of the state;

(2) the project applicant is financially responsible;

(3) provision to meet increased demand upon public facili—
ties that might result from the project is reasonably assured; and
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(A) the project will provide, or retain, employment
ably related to the amount of the financing by the authority, con-—
sidering the amount of 1investment per employee for comparable facil—
ities and other relevant factors.

(d) Before adopting a resolutionapproving a project to be
financed under AS 44.88.172 for which bonds must be 1issued, the au-—
thority shall, on the basis of all information reasonably available to
it, make findings, with respect to the project, as described in
(c)(1) - (@) of this section, and also find that

@D the project 1is economically and financially feasible
and able to produce revenue adequate to repay the bonds or loans with
which i1t is financed;

(2) the project complies with applicable law; and

(€)) issuance of the bonds isnot expected to adversely
affect the ability of the state or any political subdivision of the
state to market other bonds.

(e) Before entering into an agreement to finance or to develop a
proposed project financed under AS 44.88. 172 for which bonds must be
issued, the authority shall obtain the approval of each Regional
Resource Advisory Council appointed under AS 44.88. 174 or municipality
in the area in which the proposed project is to be located. Approval
under this subsection must be evidenced by a certified copy of a
resolution of the council or of the governing body of the municipal —
ity. Before considering a resolution regarding the approval or re—
jection of the development or financing of a proposed project under
this subsection, a Regional Resource Advisory Council shall conduct a
public hearing in the region. IT a proposed project is located in a
municipality, the governing body of the municipality shall conduct a

hearing on the proposed project.
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(f) Before entering into an agreement to finance or to develop a
proposed project financed under AS 44.88.172 for which bonds must be
issued, the authority shall compile and make available to the public a
document thac summarizes the projected economic, social, and environ—
mental effects of the project; and, in conjunction with the Department
of Fish and Game, the Department of Natural Resources, the Department
of Environmental Conservation, and the Department of Labor, the au-—
thority shall conduct a public hearing on the projected effects of the
project.

(g) Without prior legislative approval, the authority may not
issue bonds 1in an amount greater than $10,000,000 to assist 1in the
financing of a development project under AS 44.88.172 - 44.88.177.

* Sec. 8. AS 44.88.095(g) 1is repealed and reenacted to read:

()] The authority may not 1issue bonds, other than refundi

bonds, without securing the prior approval of the legislature.
* Sec. 9. AS 44.88.105(a) 1is amended to read:

(a) For the purpose of securing one or more issues of i1ts bon
the authority may establish one or more special funds, called "capital
reserve funds™, and shall pay 1into those capital reserve funds the
proceeds of the sale of its bonds and other money which may be made
available to the authority from other sources for the purposes of the
capital reserve funds. A capital reserve fund may be established only
if the authority determines that the establishment of the fund would
enhance the marketability of the bonds [, AND IF THOSE COSTS OF A
PROJECT, AS DEFINED IN AS 44.88.900, WHICH ARE TO BE FINANCED WITH THE
PROCEEDS OF THE BONDS, DONOT EXCEED $10,000,000]. Money 1in a capital
reserve fund, except as provided in this section, may be used as
required only for (1) the payment of the principal of, and interest

on, bonds or of the sinking fund payments with respect to those bonds;
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(2) the purchase or redemption of the bonds; or (3) the payment of a
redemption premium required to be paid when the bonds are redeemed

before maturity. However, money in a capital reserve fund may not be
withdrawn if the withdrawal would reduce the amount 1in the capital

reserve fund to less than the capital reserve fund requirement, except
for the purpose of making payment, when due, of principal, interest,

redemption premiums on the bonds, and sinking fund payments when other
money of the authority 1is not available for the payments. Income or
interest earned by, or increment to, a capital reserve fund, from the
investment of all or part of the fund, may be transferred by the

authority to other funds or accounts of the authority if the transfer

does not reduce the amount of the capital reserve fund below the

capital reserve fund requirement.

* Sec. 10. AS 44.88.105(d) is amended to read:

(d) The chairman of the authority shall annually, no later thar
January 2, certify in writing to the governor and the legislature the
amount, if any, required to restore a capital reserve fund to the
capital reserve fund requirement. The legislature may appropriate to
the authority the amount certified by the chairman of the authority.
The authority shall deposit the amounts appropriated under this sub—

section during a fiscal year in the proper capital reserve fund.

Nothing in this section creates a debt or liability of the state. In
this subsection, "capital reserve fund” means a capital reserve fund
that

(€D is created under this section on or before January 1,
1989; or

2 secures refunding bonds if the refunding bonds are
issued to refund bonds that are secured by a capital reserve fund

created under this section on or before January 1, 1989.
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* Sec. 11. AS 44.88.155(b) 1is amended to read:

(b) The authority may establish in the enterprise development
account the [A SMALL ENTERPRISE LOAN ACCOUNT, A LOAN [INSURANCE AC-—
COUNT, AND OTHER) accounts it considers appropriate.

* Sec. 12. AS 44.88.155(c) 1is amended to read:

(c) Money and other assets of the enterprise development account
may be used to secure bonds of the authority 1issued to finance the
purchase of loans for projects [AND SHALL BE HELD AND INVESTED BY THE
AUTHORITY IN ACCORDANCE WITH AS 37.10.071 7] or shall be used to pur—
chase loans for projects.

* Sec. 13. AS 44.88.155(d) 1is amended to read:

(d) A 1loan purchased in whole or 1in part bythe authority with
assets of the enterprise development account or withproceedsof bonds
secured by assets of the enterprise developmentaccount, other than a
loan which 1is financed with the proceeds of bonds of theauthority and
secured only by a project applicant or a project,

(1) may not exceed

[(A)) $10,000,000; [OR
(B) $500,000 IF THE LOAN IS PURCHASED UNDER AS 44.88.-

158;]

(2) may not exceed the cost of the project or 75 percent of
the appraised value of the project, whichever 1is less, unless the
amount of the 1loan in excess of this limit 1is federally insured or
guaranteed or 1is insured by a qualified mortgage 1insurance company;

(3 may not be for a term longer than three-quarters of the
authority & estimate of the life of the project or 25 years from the
date the loan 1is made, whichever 1is earlier;

4) shall contain complete amortization provisions satis—
factory to the authority requiring periodic payments by the borrower;
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1 (5) shall be 1in the form and contain the terms and provi—
2 sions with respect to 1insurance, repairs, alterations, payment of
3 taxes and assessments, default reserves, delinquency charges, default
4 remedies, acceleration of maturity, secondary liens, and other matters

> the authority prescribes;

6 (6) shall be secured as to repayment by a mortgage or other

! security instrument in the manner the authority determines 1is feasible

8 to assure timely repayment under a loan agreement entered into with

o the borrower;

0 (7) may not be made unless

u (A) at least 20 [10] percent of the principal amount

L of the loan 1is retained by the originator of the loan as long as
3 the loan 1is outstanding; or

“ (B) 100 percent of the principal amount of the loan 1is

o guaranteed by the United States or an agency or instrumentality
10 of the United States;

ol (8) must be

18 (A [AT LEAST PARTIALLY GUARANTEED BY THE UNITED
9 STATES OR AN AGENCY OR INSTRUMENTALITY OF THE UNITED STATES,

20 SUBJECT TO THE PROVISIONS OF AS 44.88.158;

2 (B)] financed from the proceeds of bonds; or

22 () [(C) ] expected by the authority to be financed
= from the proceeds of bonds.

24 * Sec. 14. AS 44.88.165 is repealed and reenacted to read:

2 Sec. 44.88.165. DELINQUENT LOANS. The authority shall adopt
% regulations to describe the circumstances under which it will discon—
21 tinue purchasing loans from a financial 1institution because of exces—
28 sive delinquencies among the loans previously purchased by the author—
29 ity from the financial institution. In adopting the regulations, the
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authority must consider the authority®"s delinquency experience with
loans it purchased from all financial institutions. The authority may
include in the regulations other remedies it considers appropriate as
alternatives to the discontinuance of purchasing loans from the finan—
cial institution.

* Sec. 15. AS AA.88.172(a) 1is amended to read:

(a) The economic development account 1is established in the
revolving fund. The economic development account consists of money or
assets appropriated, loaned, or transferred to the authority for
deposit in the account [,] and other money or assets deposited in the
account by the authority. While money 1is on deposit 1in the economic
development account, the money [THE ACCOUNT] may be wused only to
finance, acquire, manage, and operate development projects that the
authority intends to own and operate. The term "operate™ includes
operation directly by theauthority [,]Jor by an agent of the author—
ity.

* Sec. 16. AS AA.88.535(b) 1is amended to read:

(b) The authority may provide a guarantee from the fund for up

to 8) [70] percent of a loan that qualifies under AS AA.88.500 -

AA.88.599. The ratio of the guarantee to the outstanding principal of

the loan may not increase over the term of the loan.
* Sec. 17. AS AA.88 1is amended by addinga new section to read:
Sec. AA.88.5A2. DISCOUNTED LOAN PURCHASES. If the authority

purchases at a discount the principal amount of a loan 1initially
retained by an originating bank thatis in financial distress or
insolvent, the authority shall transfer from reserves to the business
assistance fund established under AS AA_88.500 an amount representing
the discount. If the authority subsequently suffers a loss on a loan

covered by this section, an amountequal to the loss may be
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transferred from the business assistance fund to the reserves of the
authority.
* Sec. 18. AS 44.88.545 is amended to read:
Sec. 44.88.545. LIMITATIONS OF GUARANTEES WITH RESPECT TO BOR—
ROWERS. The authority may not provide a guarantee

(1) [A LOAN] of more than $1,000,000;

2 [LOANS]Jto an individual borrower thatcumulatively
exceeds [EXCEED] $1,000,000 of guaranteed indebtedness.

* Sec.19. AS 44.88.560 is amended to read:
Sec. 44.88.560. POWERS OF THE AUTHORITY.The authority may

(1) adopt regulations to 1implement AS 44.88.500 -44.88.-
599;

(2) establish terms and conditions for loan guarantees and
refinancing agreements subject to the requirements of AS 44.88.500 -
44 .88.599;

(3) make and execute contracts and other 1instruments to
implement AS 44.88.500 - 44.88.599;

(4) charge

A) one percent of the amount guaranteed for the
service it provides under AS 44.88.500 - 44.88.599; and

(B) any other reasonable fee that the authority may
establish by regulation;

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

(6) exercise any other power necessary to implement AS 44._-
88.500 - 44 .88.599)_

(7) to the extent the authority considers it to be in its
best interest to do so, use money in the business assistance fund to
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pay expenses relating to the liquidation of collateral securing loans

guaranteed by the business assistance fund.

* Sec.

ect"”

* Sec.

20.

in

21.

AS 44.88.900(4," 1is repealed and reenacted to read:

4) "development project” has the meaning given to

(9)(A) of this section;

AS 44.88.900(9) 1is amended to read:
9 "project”™ means
(A) a plant or facility used or intended for use

[(1)] in connection with making, processing, pre—
paring, transporting, or producing in any manner, goods,
products”™ or substances of any kind or nature or in connec—
tion with developing or utilizing a natural resource, or
extracting, smelting, transporting, converting, assembling”
or producing 1in any manner, minerals, raw materials, chemi—
cals, compounds, alloys, fibers, commodities and materials,
products” or substances of any kind or nature;

[(i1) AS AN INDUSTRIAL PARK; IN CONNECTION WITH
TRANSPORTATION; FOR THE PREVENTION, LIMITATION OR CONTROL OF
POLLUTION; FOR THE DISPOSAL OF SEWAGE OR SOLID WASTE; FOR
THE LOCAL FURNISHING OF GAS; FOR THE FURNISHING OF WATER; AS
OR IN CONNECTION WITH MASS COMMUTING VEHICLES; FOR LOCAL
DISTRICT HEATING OR COOLING; AS A PARKING FACILITY; OR AS A
STORAGE OR TRAINING FACILITY DIRECTLY RELATED TO A PLANT OR
FACILITY DESCRIBED IN THIS PARAGRAPH;]

(G)) a plant or facility used or intended for use in

connection with a business enterprise;

(C) commercial activity by a small enterprise;

D) a plant or facility demonstrating technological

advances of new methods and procedures and prototype commercial
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applications for the exploration, development, production, trans—

portation, conversion, and use of energy resources;

* Sec. 22. AS 44.88.090(g), 44.88.090(i), 44.88.105(e), 44.88.105(9),
44.88.157, 44.88.158, 44.88.159(c), 44.88.160, 44.88.172(b), 44.88.172(c),
44 .88.175, 44.88.176, 44.88.212(a), and 44.88.900(3) are repealed.

* Sec. 23. AS 44.88.095(b) 1is repealed.

* Sec. 24. Section 3, ch. 68, SLA 1985 1is amended by adding a new
subsection to read:

(b) In addition to the money of the Alaska Industrial Devel
ment Authority 1is allowed to withhold from the money to be delivered
to the Department of Revenue under (a)(2) of this section, if the debt
service of the authority is forecasted to be below the debt service
coverage requirement, the authority may withhold from the money gen—
erated by the DelLong Mountain Transportation project an amount, not to
exceed $5,000,000 for a fiscal year, that equals the debt service
requirement on bonds issued to finance the projects of the authority
authorized by the legislature.

* Sec. 25. The Alaska Industrial Development and Export Authority may
issue bonds to finance the acquisition, design, and construction of a
multi-bay aircraft maintenance facility located at Anchorage International
Airport, to be owned by the authority. The principal amount of the bonds
may not exceed $50,000,000. This section grants the legislative approval
required by AS 44.88.095 and 44.88.172(c).

* Sec. 26. Section 17 of this Act 1is retroactive to August 30, 1988.

* Sec. 27. Sections 8 and 23 of this Act take effect January 1, 1992.

* Sec. 28. Sections 1 -7 ,9- 22, and 25 - 26 of this Act take effect

immediately under AS 01.10.070(c).

-13- SCS CSHB 123(2d L&C)



WORK DRAFT

WORK DRAFT WORK DRAFT

go0799hM*
Bannister
S M ompa/ " ed 4/28/90
Original sponsor(s) : Rules/Governor
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IN THE HOUSE BY THE LABOR & COMMERCE COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 123 (2d L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Industrial Development

and Export Authority; and providing for an effective

date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.88.010(a)(9) 1is amended to read:

(©)) the achievement of the goal of full employment,
establishment and continuing operation and development of 1industrial,
manufacturing, export, small business, and business enterprises 1in the
state f, INCLUDING, WITHOUT LIMITATION, FACILITIES FOR TRANSPORTATION,
FACILITIES FOR POLLUTION CONTROL AND WASTE DISPOSAL, FACILITIES FOR
THE LOCAL FURNISHING OF GAS, FACILITIES FOR WATER, FACILITIES FOR
INDUSTRIAL PARKS, MASS COMMUTING VEHICLES, FACILITIES FOR LOCAL DIS—
TRICT HEATING OR COOLING, PARKING FACILITIES, OR A STORAGE OR TRAINING
FACILITY RELATING TO A PLANT OR FACILITY,] will be accelerated and
facilitated by the creation of an instrumentality of the state with
powers to incur debt, to own and operate facilities, to make and
insure loans to finance |[,] and to assist private lenders to make
loans to finance [,] the establishment, operation, ard development of
industrial, manufacturing, export, small business, and business enter —
prises [, [INCLUDING, WITHOUT LIMITATION, FACILITIES FOR TRANSPORTA—
TION, FACILITIES FOR POLLUTION CONTROL AND WASTE DISPOSAL, FACILITIES
FOR THE LOCAL FURNISHING OF GAS, FACILITIES FOR WATER, FACILITIES FOR
INDUSTRIAL PARKS, MASS COMMUTING VEHICLES, FACILITIES FOR LOCAL DIS-—

TRICT HEATING OR COOLING, PARKING FACILITIES, OR A STORAGE OR TRAINING
-1- SCS CSHB 123(2d L&C)
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FACILITY RELATING TO A PLANT OR FACILITY];
* Sec. 2. AS 44.88.010(c) is amended to read:

(c) It is further declared tobe the policy of the state, in the
interests of promoting the health, security, and general welfare of
all the people of the state, and a public purpose of the state, to
accomplish the objectives set out in (b) of this section through the
provision of financial support toa [IN COOPERATION WITH] federal,
state, municipal, or [AND] private entity [INSTITUTIONS FOR THE PUR—
POSE OF INCREASING THE EXPORT OF ALASKA GOODS, TALENT, RAW MATERIALS,
AND SERVICES].

* Sec. 3. AS 44.88.060 is amended to read:

Sec. 44.88.060. ALASKA INDUSTRIAL DEVELOPMENT AND EXPORT AU-—
THORITY REVOLVING FUND. The Alaska Industrial Development and Export
Authority revolving fund is established in the authority. The revolv—
ing fund consists of appropriations made to the revolving fund by the
legislature, money or other assets transferred to the revolving fund
by the authority, and unrestricted payments on loans made or purchased
by the authority. Unless otherwise expressly stated, the accounts
created in this chapter are accounts 1in the revolving fund. The
authority may create additional accounts either in the revolving fund
or outside the revolving fund. Subject to agreements male with the
holders of the authority®™ s bonds or with other persons, the authority
may transfer amounts 1in an account in the revolving fund to another
account in the revolving fund. Amounts deposited in the revolving
fund may be pledged to the payment of bonds of the authority or ex—
pended for the purposes of the authority under this chapter. The
authority has the powers and responsibilities established in AS 37.-
10.071 with respect to the investment of amounts held in the revolving
fund.
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* Sec. 4. AS 44.88.080 1is amended by adding a new paragraph to read:

(25) to make cooperative agreements with the Department cf
Transportation and Public Facilities, acting on behalf of the inter—
national airports revenue fund established under AS 37.15.430, tc
acquire, equip, operate, maintain, construct or 1install facilities
that will enhance the competitiveness of the international airports,
including a cooperative agreement to lend amounts from the interna—

tional airport revenue fund to finance the development or improvement

of utilities serving the airports.

* Sec. 5. AS 44.88.090(a) 1is amended to read:

(a) The [SUBJECT TO (g) OF THIS SECTION, THE] authority may
borrow money and may iss e bonds, including but not limited to bonds
on which the principal and interest are payable

(1) exclusively from the income and receipts or other mcnev
derived from the project or development project Tfinanced with the
proceeds of the bonds or derived from the exporter or exporting trans—
action financed, guaranteed, or 1insured with the proceeds of the

bonds;

(2) exclusively from the income and receipts or other money
derived from designated projects or development projects or other
sources whether or not .they are financed, 1insured, or guaranteed 1in
whole or in part with the proceeds of the bonds; or

(3) from its income and receipts or other assets generally,

or a designated part or parts of them.

* Sec. 6. AS 44.88 is amended by adding a new section to read:

Sec. 44.88.095. BONDING LIMITATIONS. (@ The authority may not
issue bonds in a 12-month period in an amount that exceeds
$400,000,000.

(b The authority may not issue revenue bonds, other than
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refunding bonds, to purchase a loan for a project under AS 44.88.155 -
44,88.159, to acquire a development project wunder AS 44.88.172 -
44.88.177 or to provide money to finance, guarantee, or insure an
exporting transaction under AS 44.88.300 - 44.88.390 in an amount
greater than $50,000,000 during any 12-month period unless the issu—
ance 1s included separately in the estimates required in the report of
the authority under AS 44.88.210(b) and unless the legislature, by
law, approves the issuance.
(©) Before entering into a lease or other agreement under

AS 44.88.090(e) regarding a project for which the authority agrees to
issue bonds in an amount 1in excess $6,000,000, there must be filed
with the authority a certified copy of a resolution cf the governing
body of the political subdivision of the state, if any, 1in which the
project is to be located, consenting to the location of the project.
The consent need only refer to the general nature of the project
ultimately to be acquired, as set out in a request of the proposed
project applicant. Before entering 1into a lease or other agreement
under AS 44.88.090(e) regarding a project, the authority shall find,
on the basis of all information reasonably available to it, that

(1) the project and its development under this chapter will
be economically advantageous to the state and the general public
welfare and will contribute to the economic growth of the state;

(2) the project applicant is financially responsible;

(3) provision to meet 1increased demand upon public facili-
ties that might result from the project 1is reasonably assured; and

(4) the project will provide, or retain, employment reason-
ably related to the amount of the financing by the authority, con-
sidering the amount of investment per employee for comparable facil-

ities and other relevant factors.

SCS CSHB 123(2d L&C) -4-
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(d) Before adopting a resolution approving a project to be
financed under AS 44.38.172 for which bonds must be issued, the au-—
thority shall, on the basis of all information reasonably available to
it, make findings, with respect to the project, as described in
(c)(1) - (4) of this section, and also find that

¢H) the project is economically and financially feasible
and able to produce revenue adequate to repay the bonds or loans with
which it is financed;

(2) the project complies with applicable law; and

) issuance of the bonds is not expected to adversely
affect the ability of the state or any political subdivision of the
state to market other bonds.

(e) Before entering into an agreement to finance or to develop a
proposed project financed under AS 44.88.172 for which bonds must be
issued, the authority shall obtain the approval of -each Regional
Resource Advisory Council appointed under AS 44.88.174 or municipality
in the area 1in which the proposed project 1is to be located. Approval
under this subsection must be =evidenced by a certified copy of a
resolution of the council or of the governing body of the municipal —
ity. Before <considering a resolution regarding the approval or re—
jection of the development or financing of a proposed project under
this subsection, a Regional Resource Advisory Council shall conduct a
public hearing in the region. IT a prpposed project is located 1in a
municipality, the governing body of the municipality shall conduct a
hearing on the proposed project.

() Before entering into an agreement to finance or to develop a
proposed project financed under AS 44.88.172 for which bonds must be
issued, the authority shall compile and make available to the public a

document that summarizes the projected economic, social, and

-5- SCS CSHB 123(2d L&C)
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environmental effects of the project:; and, in conjunction with the
Department of Fish and Game, the Department of Natural Resources, the
Department of Environmental Conservation, and the Department of Labor,
the authority shall conduct a public hearing on the projected effects
of the project.

(9) Without prior Jlegislative approval, the authority may I
issue bonds in an amount greater than $10,000,000 to assist in the
financing of a development project under AS 44.88.172 - 44.88.177.

* Sec. 7. AS 44.88.095(g) is repealed and reenacted to read:

(9) The authority may not issue bonds, other than refunding

bonds, without securing the prior approval of the legislature.
* Sec. 8. AS 44.88.105(a) 1is amended to read:

(a) For the purpose of securing one or more 1issues of its bonds,
the authority may establish one or more special funds, called "capital
reserve TfTunds", and shall pay 1into those capital reserve funds the
proceeds of the sale of its bonds and other money which may be made
available to the authority from other sources for the purposes of the
capital reserve funds. A capital reserve fund may be established only
if the authority determines that the establishment of the fund would
enhance the marketability of the bonds f, AND IF THOSE COSTS OF A
PROJECT, AS DEFINED IN AS 44.88.900, WHICH ARE TO BE FINANCED WITH THE
PROCEEDS OF THE BONDS, DO NOT EXCEED $10,000,000]. Money 1in a capital
reserve fund, except as provided 1in this section, may be wused as
required only for (1) the payment of the principal of, and interest
on, bonds or of the sinking fund payments with respect to those bonds;
(2) the purchase or redemption of the bonds; or (3) the payment of
redemption premium required to be paid when the bonds are redeemed
before maturity. However, money 1in a capital reserve fund may not be

withdrawn 1if the withdrawal would reduce the amount in the <capital

SCS CSHB 123(2d L&C) -6-
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reserve fund to less than the capital reserve fund requirement, except
for the purpose of making payment, when due, of principal, interest,
redemption premiums on the bonds, and sinking fund payments when other
money of the authority 1is not available for the payments. Income or
interest earned by, or increment to, a capital reserve fund, from the
investment of all or part of the fund, may be transferred by the
authority to other funds or accounts of the authority if the transfer
does not reduce the amount of the capital vreserve fund below the
capital reserve fund requirement.
* Sec. 9. AS AA_.88.105(d) 1is amended to read:

(d) The chairman of the authority shall annually, no later than
January 2, certify in writing to the governor and the legislature the
amount, if any, required to restore a capital reserve fund to the
capital reservefund requirement. The legislature may appropriate to
the authority the amount certified by the chairman of the authority.
The authority shall deposit the amounts appropriated under this sub-—

section during a fiscal year in the proper capital reserve fund.

Nothing in thissection creates a debt or liability of the state. In
this subsection, "capital reserve fund"™ means a capital reserve fund
that

D) is created under this section on or before January 1
1989; or

(2) secures refunding bonds if the refunding bonds are

issued to refund bonds that are secured by a capital reserve fund
created under this section on or before January 1, 1989.
* Sec. 10. AS AA.88.155(b) 1is amended to read:
(b) The authority may establish 1in the enterprise development
account the rA SMALL ENTERPRISE LOAN ACCOUNT, A LOAN INSURANCE AC-—
COUNT, AND OTHER] accounts it considers appropriate.

-7 - SCS CSHB 123(2d L&C)
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Sec. 11. AS 22 .88. 155(c) 1is amended to read:

(c) Money and other assets of the enterprise development account
may be used to secure bonds of the authority 1issued to finance the
purchase of loans for projects [AND SHALL BE HELD AND INVESTED BY THE
AUTHORITY IN ACCORDANCE WITH AS 37.10.07 11 or shall be wused to pur—
chase loans for projects.

Sec. 12. AS AA.88.155(d) is amended to read:

(d) A 1loan purchased 1in whole or in part bythe authority with
assets of the enterprise development account or withproceedsof bonds
secured by assets of the enterprise development account, other than a
loan which 1is financed with the proceeds of bonds of the authority and
secured only by a project applicant or a project,

(1) may not exceed

[(A)] $10,000,000; [OR
(B) $500,000 IF THE LOAN IS PURCHASED UNDER AS 44.88.-

158;]

(2) may not exceed the cost of the project or 75 percent of
the appraised value of the project, whichever 1is less, wunless the
amount of the loan 1in excess of this Ilimit is federally 1insured or
guaranteed or 1is 1insured by a qualified mortgage 1insurance company;

(3) may not be for a term longer than three-quarters of the
authority"s estimate of the 1life of the project or 25 years from the
date the loan is made, whichever is earlier;

4) shall contain complete amortization provisions satis—
factory to the authority requiring periodic payments by the borrower;

(5) shall be 1in the form and contain the terms and provi—
sions with vrespect to insurance, repairs, alterations, payment of
taxes and assessments, default reserves, delinquency charges, default

remedies, acceleration of maturity, secondary liens, and other matters

CSHB 123(2d L&C) -8-
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the authority prescribes:

(6) shall be secured as torepayment by a mortgage or other
security instrument 1in the manner the authority determines is feasible
to assure timely repayment under a loan agreement entered 1into with
the borrower;

) may not be made unless

(A) at least 2jD [10] percent of the principal amount
of the loan 1is retained by the originator of the 1loan as long as
the loan is outstanding; or

(B) 100 percent of the principal amount of the loan 1is
guaranteed by the United States or an agency or instrumentality
of the United States;

(8) must be

(A) [AT LEAST PARTIALLY GUARANTEED BY THE UNITED
STATES OR AN AGENCY OR INSTRUMENTALITY OF THE UNITED STATES,
SUBJECT TO THE PROVISIONS OF AS 44.88.158;

(B)] financed from the proceeds of bonds; or

(B) [(C)] expected by the authority to be financed
from the proceeds of bonds.

Sec. 13. AS 44.88.165 1is repealed andreenacted to read:

Sec. 44.88.165. DELINQUENT LOANS. The authority shall adopt
regulations to describe the circumstances under which i1t will discon—
tinue purchasing loans from a financial institution because of exces—
sive delinquencies among the loans previously purchased by the author —
ity from the financial 1institution. In adopting the regulations, the
authority must consider the authority®"s delinquency experience with
loans it purchased from all financial institutions. The authority may
include 1in the regulations other remedies it considers appropriate as
alternatives to the discontinuance of purchasing loans from the

-9- SCS CSHB 123(2d L&C)
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financial 1institution.

* Sec. 14. AS 44.88.172(a) is amended to read:

(a) The economic development account is established in the
revolving fund. The economic development account consists of money or
assets appropriated, loaned, or transferred to the authority for
deposit in tne account [,] and other money or assets deposited 1in the
account by the authority. While money 1is on deposit in the economic
development account, the money [THE ACCOUNT] may be wused only to
finance, acquire, manage, and operate development projects that the
authority intends to own and operate. The term "operate” includes

operation directly by the authority [,] or by an agent of the author-

ity* 4-echnic.Ql
* Sec. 15. AS 44.88.535(b) is amended to read:

(b) The authority may provide a guarantee from the fund for up
to 80 [70] percent of a Jloan that qualifies wunder AS 44.88.500 -
44 _.88.599. The ratio of the guarantee to the outstanding principal
the loan may not increase over the tenn of the loan.

* Sec. 16. AS 44.88 is amended by adding a newsection to read:

Sec. 44 _.88.542. DISCOUNTED LOAN PURCHASES. If the authority
purchases at a discount the principal amount of a loan initially
retained by an originating bank thatis in financial distress or

of

insolvent, the authority shall transfer from reserves to the business

assistance fund established under AS 44.88.500 an amount representing

the discount. If the authority subsequently suffers a loss on a

loan

covered by this section, an amount equal to the 1loss may be trans-—

ferred from the business assistance fund to the reserves of the

thority. re.com"mende.d Fculcs
* Sec.17. AS 44.88.545 1is amended to read:

Sec. 44.88.545. LIMITATIONS OF GUARANTEES WITH RESPECT

SCS CSHB 123(2d L&C) -10-
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BORROWERS. The authority nay not provide a guarantee

() [A LOAN] of more than $1,000,000;

(2) [LOANS] to an individual borrower that <cumulatively
exceeds [EXCEED] $1,000,000 of guaranteed 1indebtedness.

* Sec. 18. AS 44.88.560 is amended to read:
Sec. 44.88.560.POWERS OF THE AUTHORITY. The authority may

¢y} adopt regulations to implementAS 44.88.500 - 44.88.-
599;

(2) establish terms and conditions for loan guarantees and
refinancing agreements subject to the requirements of AS 44.88.500 -
44 .88.599;

(3) make and execute contracts and other instruments to
implement AS 44.88.500 - 44.88.599;

1) charge

(A) one percent of the amount guaranteed for the
service it provides under AS 44.88.500 - 44.88.599; and

(B) any other reasonable fee that the authority may
establish by regulation;

(5) acquire real or personal property by purchase, trans—
fer, or foreclosure when the acquisition 1is necessary to protect an
interest in the fund; and

(6) exercise any other power necessary to implement AS 44.-
88.500 - 44.88.599j.

(7) to the extent the authority considers it to be in its
best interest to do so, use money in the business assistance fund to
pay expenses relating to the liquidation of collateral securing loans
guaranteed by the business assistance fund.

* Sec. 19. AS 44.88.900(4) 1is repealed and reenacted to read:
4) "development project"” has the meaning given to

-11- SCS CSHB 123(2d L&C)
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"project” in (9)(A) of this section;
* Sec. 20. AS 44.38.900(9) 1is amended to read:
€©)) "project™ means
(A) a plant or facility used or intended for use
f(i)] in connection with making, processing, pre—
paring, transporting, or producing 1in any manner, goods,
products”™ or substances of any kind or nature or 1in connec—
tion with developing or wutilizing a natural resource, or
extracting, smelting, transporting, converting, assembling”
or producing in any manner, minerals, raw materials, chemi—
cals, compounds, alloys, fibers, commodities and materials,
products® or substances of any kind or nature;
f(in) AS AN INDUSTRIAL PARK; IN CONNECTION WITH
TRANSPORTATION; FOR THE PREVENTION, LIMITATION OR CONTROL OF
POLLUTION; FOR THE DISPOSAL OF SEWAGE OR SOLID WASTE; FOR
THE LOCAL FURNISHING OF GAS; FOR THE FURNISHING OF WATER; AS
OR IN CONNECTION WITH MASS COMMUTING VEHICLES; FOR LOCAL
DISTRICT HEATING OR COOLING; AS A PARKING FACILITY; OR AS A
STORAGE OR TRAINING FACILITY DIRECTLY RELATED TO A PLANT OR
FACILITY DESCRIBED IN THIS PARAGRAPH;]
(B) a plant or facility use"” or 1intended for use in
connection with a business enterprise;
©) commercial activity by a small enterprise;
(D) a plant or facility demonstrating technological
advances of new methods and procedures and prototype commercial

applications for the exploration, development, production, trans-
recommev\Q«c]j

portation, conversion, and use of energy resources; S~o C* K\

*  Sec. 21. AS 44.88.090(g), 44.88.090(i), 44.88.105(e), 44.88.105(g),
44.88.157, 44.88.158, 44.88.159(c), 44.88.160, 44.88.172(b), 44.88.172(c),

SCS CSHB 123(2d L&C) -12-
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44.88.175, 44.88. 176, 44.88.212(a), and 44.88.900(3) are repealed.

* Sec. 22. AS 44.88.093(b) 1is repealed. | I 4 cr>
K=cOir>io”e*ccWc! Ow

* Sec. 23. Section 3(2), ch. 68, SLA 1985 is repealed. Pcujc.s

* Sec. 24. Section 16 of this Act isretroactive to August 30, 1988.

* Sec. 25. Sections 7 and 22 of this Act take effect January 1, 1992.

* Sec. 26. Sections 1 - 6, 8 - 21, and 24 of this Act take effect

immediately under AS 01.10.070(c).

-13- SCS CSHB 123(2d L&C)
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IN THE HOUSE BY THE LABOR &COMMERCE COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 123 (2d L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Industrial Development
and Export Authority; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS AA_.88.010(a)(9) is amended to read:

9 the achievement of the goal of full employment, and of
establishment and continuing operation and development of industrial,
manufacturing, export, small business, and business enterprises 1in the
state [, INCLUDING, WITHOUT LIMITATION, FACILITIES FOR TRANSPORTATION,
FACILITIES FOR POLLUTION CONTROL AND WASTE DISPOSAL, FACILITIES FOR
THE LOCAL FURNISHING OF GAS, FACILITIES FOR WATER, FACILITIES FOR
INDUSTRIAL PARKS, MASS COMMUTING VEHICLES, FACILITIES FOR LOCAL DIS—
TRICT HEATING OR COOLING, PARKING FACILITIES, OR A STORAGE OR TRAINING
FACILITY RELATING TO A PLANT OR FACILITY,] will be accelerated and
facilitated by the creation of an instrumentality of the state with
powers to incur debt, to own and operate facilities, to make and
insure Jloans to finance [,1 and to assist private lenders to make
loans to finance [,] the establishment, operation, and development of
industrial, manufacturing, export, small business, and business enter —
prises [, INCLUDING, WITHOUT LIMITATION, FACILITIES FOR TRANSPORTA—
TION, FACILITIES FOR POLLUTION CONTROL AND WASTE DISPOSAL, FACILITIES
FOR THE LOCAL FURNISHING OF GAS, FACILITIES FOR WATER, FACILITIES FOR
INDUSTRIAL PARKS, MASS COMMUTING VEHICLES, FACILITIES FOR LOCAL DIS—
TRICT HEATING OR COOLING, PARKING FACILITIES, OR A STORAGE OR TRAINING

-1- SCS CSHB 123(2d L&C)
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FACILITY RELATING TO A PLANT OR FACILITY];
Sec. 2. AS AA_.88.010(c) 1is amended to read:

(c) It is further declared to be the policy of the state, 1in the
interests of promoting the health, security, and general welfare of
all the people of the state, and a public purpose of the state, to
accomplish the objectives set out in (b) of this section through the
provision of financial support to a [IN COOPERATION WITH] federal,
state, municipal, or [AND] private entity [INSTITUTIONS FOR THE PUR-—
POSE OF INCREASING THE EXPORT OF ALASKA GOODS, TALENT, RAW MATERIALS,
AND SERVICES].

Sec. 3. AS AA.88.060 1is amended to read:

Sec. AA.88.060. ALASKA INDUSTRIAL DEVELOPMENT AND EXPORT AU-—
THORITY REVOLVING FUND. The Alaska Industrial Development and Export
Authority revolving fund is established in the authority. The revolv—
ing fund consists of appropriations made to the revolving fund by the
legislature, money or other assets transferred to the revolving fund
by the authority, and unrestricted payments on loans made or purchased
by the authority. Unless otherwise expressly stated, the accounts
created in this chapter are accounts in the revolving fund. The
authority may create additional accounts either 1in the revolving fund
or outside the revolving fund. Subject to agreements made with the
holders of the authority®s bonds or with other persons, the authority
may transfer amounts 1in an account in the revolving fund to another
account in the revolving fund. Amounts deposited 1in the vrevolving
fund may be pledged to the payment of bonds of the authority or ex—
pended for the purposes of the authority wunder this chapter. The
authority has the powers and responsibilities established 1in AS 37.-

10.071 with respect to the investment of amounts held in the revolving

fund.
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* Sec. 4. AS AA.88.080 is amended by adding a new paragraph to read:

(25) to make cooperative agreements with the Department of
Transportation and Public Facilities, acting on behalf of the 1inter—
national airports revenue fund established wunder AS 37.713.430, to
acquire, equip, operate, maintain, construct or install facilities
that will enhance the competitiveness of the international airports,
including a cooperative agreement to lend amounts from the 1interna—
tional airport revenue fund to finance the development: or improvement
of utilities serving the airports.

Sec. 5. AS 44.38.090(a) 1is amended to read:

(a) The [SUBJECT TO (g) OF THIS SECTION, THEJ authority ma
borrow money and may issue bonds, 1including but not Ilimited to bonds
on which the principal and interest are payable

(¢H) exclusively from the income and receipts or other money
derived from the project or development project financed with the
proceeds of the bonds or derived from the exporter or exporting trans-—
action financed, guaranteed, or insured with the proceeds of the
bonds;

(2) exclusively from the income and receipts or other money
derived from designated projects or development projects or other
sources whether or not they are financed, insured, or guaranteed 1in
whole or 1in part with the proceeds of the bonds; or

(3) from its income and receipts or other assets generally,
or a designated part or parts of them.

* Sec. 6. AS 44.88 is amended by adding a new section toread:

Sec. 44.88.095. BONDING LIMITATIONS. (a) The authority may not
issue bonds in a 12-month period in an amount that exceeds
$400,000,000.

(b) The authority may not issue revenue bonds, other than

-3- SCS CSHB 123(2d L&C)
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refunding bonds, to purchase a loan for a project under AS 44.88.155 -
44 .88.159, to acquire a development project under AS 44.88.172 -
44 .88.177 or to provide money to finance, guarantee, or insure an
exporting transaction under AS 44.88.300 - 44.88.390 in an amount
greater than $50,000,000 during any 12-month period unless the 1issu—
ance 1is included separately 1in the estimates required in the report of
the authority under AS 44.88.210(b) and wunless the legislature, by
law, approves the issuance.
(c) Before entering 1into a lease or other agreement unde

AS 44.88.090(e) regarding a project for which the authority agrees to
issue bonds 1in an amount in excess of $6,000,000, there must be fTiled
with the authority a certified copy of a resolution of the governing
body of the political subdivision of the state, 1if any, in which the
project is to be located, consenting to the 1location of the project.
The consent need only refer to the general nature of the project
ultimately to be acquired, as set out in a request of the proposed
project applicant. Before entering 1into a lease or other agreement
under AS 44.88.090(e) regarding a project, the authority shall find,
on the basis of all information reasonably available to it, that

¢y) the project and its development under this chapter will
be economically advantageous to the state and the general public
welfare and will contribute to the economic growth of the state;

(2) the project applicant is financially responsible;

(3) provision to meet increased demand upon public facili—
ties that might result from the project 1is reasonably assured; and

)] the project will provide, or retain, employment reason—
ably related to the amount of the financing by the authority, con-—
sidering the amount of 1investment per employee for comparable facil—

ities and other relevant factors.

SCS CSHB 123(2d L&C) -4-
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(d) Before adopting a resolution approving a project to be
financed under AS 44.88.172 for which bonds must be 1issued, the au-—
thority shall, on the basis of all information reasonably available to
it, make findings, with vrespect to the project, as described in
(c)(1) - (4) of this section, and also find that

(¢H) the project is economically and financially feasible
and able to produce revenue adequate to repay the bonds or loans with
which it is financed;

(2) the project complies with applicable law; and

3) issuance of the bonds 1is not expected to adversely
affect the ability of the state or any political subdivision of the
state to market other bonds.

(e) Before entering into an agreement to finance or to develop a
proposed project financed under AS 44.88.172 for which bonds must be
issued, the authority shall obtain the approval of each Regional
Resource Advisory Council appointed under AS 44.88.174 or municipality
in the area in which the proposed project is to be located. Approval
under this subsection must be evidenced by a certified copy of a
resolution of the council or of the governing body of the municipal —
ity. Before considering a resolution regarding the approval or re—
jection of the development or financing of a proposed project under
this subsection, a Regional Resource Advisory Council shall conduct a
public hearing 1in the region. IT a proposed project 1is located 1in a
municipality, the governing body of the municipality shall conduct a
hearing on the proposed project.

() Before entering into an agreement to finance or to develop a
proposed project financed under AS 44.88.172 for which bonds must be
issued, the authority shall compile and make available to the public a

document that summarizes the projected economic, social, and
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environmental effects of the project; and, in conjunction with the
Department of Fish and Game, the Department of Natural Resources, the
Department of Environmental Conservation, and the Department of Labor,
the authority shall conduct a public hearing on the projected effects
of the project.

(9) Without prior legislative approval, the authority may not
issue bonds in an amount greater than $10,000,000 to assist 1in the
financing of a development project under AS 44.88.172 - AA.88.177.

* Sec. 7. AS AA.88.095(g) is repealed and reenacted to read;

(9) The authority may not 1issue bonds, other than refundi

bonds, without securing the prior approval of the legislature.
* Sec. 8. AS AA.88.105(a) 1is amended to read:

(a) For the purpose of securing one or more issues of its bonc
the authority may establish one or more special funds, called "capital
reserve funds™, and shall pay 1into those capital reserve funds the
proceeds of the sale of its bonds and other money which may be made
available to the authority from other sources for the purposes of the
capital reserve funds. A capital reserve fund may be established only
if the authority determines that the establishment of the fund would
enhance the marketability of the bonds T, AND |IF THOSE COSTS OF A
PROJECT, AS DEFINED IN AS AA_.88.900, WHICH ARE TO BE FINANCED WITH THE
PROCEEDS OF THE BONDS, DO NOT EXCEED $10,000,000]. Money in a capital
reserve fund, except as provided in this section, may be wused as
required only for (1) the payment of the principal of, and interest
on, bonds or of the sinking fund payments with respect to those bonds;

(2) the purchase or redemption of the bonds; or (3) the payment of
redemption premium required to be paid when the bonds are redeemed
before maturity. However, money in a capital reserve fund may not be
withdrawn 1i1f the withdrawal would reduce the amount in the capital

SCS CSHB 123(2d L&C) -6-
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reserve fund to less than the capital reserve fund requirement, except
for the purpose of making payment, when due, of principal, interest,
redemption premiums on the bonds, and sinking fund payments when other
money of the authority 1is not available for the payments. Income or
interest earned by, or increment to, a capital reserve fund, from the
investment of all or part of the fund, may be transferred by the
authority to other funds or accounts of the authority if the transfer
does not reduce the amount of the <capital reserve fund below the
capital reserve fund requirement.

Sec. 9. AS 44.88.105(d) is amended to read:

(d) The chairman of the authority shall annually, no later
January 2, certify in writing to the governor and the legislature the
amount, if any, vrequired to restore a capital reserve fund to the
capital reserve fund requirement. The legislature may appropriate to
the authority the amount certified by the chairman of the authority.
The authority shall deposit the amounts appropriated under this sub-—
section during a fiscal vyear in the proper capital reserve fund.
Nothing 1in this section creates a debt or Iliability of the state. In
this subsection, Mcapital reserve fund"” means a capital reserve fund
that

¢H) is created under this section on or before January 1,
1989; or

(2) secures refunding bonds if the refunding bonds are
issued to refund bonds that are secured by a capital reserve fund
created under this section on or before January 1, 1989.
Sec. 10. AS 44.88.155(b) 1is amended to read:

(b) The authority may establish 1in theenterprise development
account the fA SMALL ENTERPRISE LOAN ACCOUNT, A LOAN INSURANCE AC-—
COUNT, AND OTHER] accounts it considers appropriate.

-7- SCS CSHB 123(2d L&C)
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* Sec. 11. AS 44.88.155(c) 1is amended to read:

(c) Money and other assets of the enterprise development account
may be used to secure bonds of the authority 1issued to finance the
purchase of loans for projects [AND SHALL BE HELD AND INVESTED BY THE
AUTHORITY IN ACCORDANCE WITH AS 37.10.071 ] or shall be used to pur—
chase loans for projects.

* Sec. 12. AS 44.88.155(d) is amended to read:

(d) A 1loan purchased 1in whole or in part bythe authority with
assets of the enterprise development account or withproceeds ofbonds
secured by assets of the enterprise development account, other than a
loan which 1is financed with the proceeds of bonds of the authority and
secured only by a project applicant or a project,

(1) may not exceed

[(A)] $10,000,000; [OR
(B) $500,000 IF THE LOAN IS PURCHASED UNDER AS 44.88.-

158;]

(2) may not exceed the cost of the project or 75 percent of
the appraised value of the project, whichever 1is less, wunless the
amount of the 1loan in excess of this 1limit 1is federally insured or
guaranteed or 1is 1insured by a qualified mortgage insurance company;

(3) may not be for a term longer than three-quarters of the
authority"s estimate of the 15fe of the project or 25 years from the
date the loan 1is made, whichever is earlier;

4 shall <contain complete amortization provisions satis—
factory to the authority requiring periodic payments by the borrower;

(5) shall be in the form and contain the terms and provi—
sions with respect to insurance, repairs, alterations, payment of
taxes and assessments, default reserves, delinquency charges, default
remedies, acceleration of maturity, secondary liens, and other matters

SCS CSHE 123(2d L&C) -8-
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4

the authority prescribes;

(6) shall be secured as to repayment by a mortgage or other
security instrument in the manner the authority determines 1is feasible
to assure timely iepayment under a loan agreement entered into with
the borrower;

@) may not be made unless

(A at least 20 [10] percent of the principal amount
of the loan is retained by the originator of the loan as long as
the loan is outstanding; or

(B) 100 percent of the principal amount of the loan 1is
guaranteed by the United States or an agency or instrumentality
of the United States;

(8) must be

(A) [AT LEAST PARTIALLY GUARANTEED BY THE UNITED
STATES OR AN AGENCY OR INSTRUMENTALITY OF THE UNITED STATES,
SUBJECT TO THE PROVISIONS OF AS 44.88.158;

31 financed from the proceeds of bonds; or

(B) [(C)] expected by the authority to be financed

from the proceeds of bonds.

* Sec. 13. AS 44.88.165 1is repealed and reenacted to read:

Sec. 44.88.165. DELINQUENT LOANS. The authority shall adopt
regulations to describe the circumstances under which it will discon—
tinue purchasing loans from a financial institution because of exces—
sive delinquencies among the loans previously purchased by the author —
ity from the financial 1institution. In adopting the regulations, the
authority must <consider the authority®"s delinquency experience with
loans it purchased from all financial institutions. The authority may
include 1in the regulations other remedies it considers appropriate as
alternatives to the discontinuance of purchasing loans from the

-9- SCS CSHB 123(2d L&C)
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financial institution.
* Sec. 14. AS 44.88.172(a) 1is amended to read:

(a) The economic development account is established in the
revolving fund. The economic development account consists of money or
assets appropriated, loaned, or transferred to the authority for
deposit in the account [,] and other money or assets deposited 1in the
account by the authority. While money 1is on deposit 1in the economic
development account, the money [THE ACCOUNT] may be wused only to
finance, acquire, manage, and operate development projects that the
authority 1intends to own and operate. The term Moperate™ includes

operation directly by the authority [,] or by an agent of the author—

* Sec. 15. AS 44.88.535(b) 1is amended to read:

(b) The authority may provide a guarantee from the fund for up
to 813 [701 percent of a loan that qualifies wunder AS 44.88.500 -
44.88.599. The ratio of the guarantee to the outstanding principal of
the loan may not increase over the term of the loan.

* Sec.16. AS 44.88.545 is amended to read:

Sec. 44.88.545. LIMITATIONS OF GUARANTEES WITH RESPECT TO BOR—

ROWERS. The authority may not provide a guarantee
(€H) [A LOAN] of more than $1,000,000;

(2) [LOANS] to an individual borrower that <cumulatively

exceeds [EXCEED] $1,000,000 of guaranteed indebtedness.

* Sec. 17. AS 44.88.560 1is amended to read:
Sec. 44.88.560. POWERS OF THE AUTHORITY. Theauthority may
(¢H) adopt regulations to implement AS 44.88.500 - 44.88.-
599;

(2) establish terms and conditions for loan guarantees and

refinancing agreements subject to the requirements of AS 44.88.500 -



*

44.88.599;
(3) make and execute contracts and other instruments to
implement AS 44.88.500 - 44.88.599;
4 charge
(A) one percent of the amount guaranteed for the
service it provides under AS 44.88.500 - 44.88.599; and
(B) any other vreasonable fee that the authority may
establish by regulation;
(5)acquire real or personal property by purchase, trans-—
fer, or foreclosure when the acquisition 1is necessary to protect an

interest in the fund; and

(6) exercise any other power necessary to implement AS 44.-
88.500 - 44 .88 .599j_

@) to the extent the authority considers it to be 1in its
best interest to do so, use money 1in the business assistance fund to
pay expenses relating to the liquidation of collateral securing loans
guaranteed by the business assistance fund.

Sec. 18. AS 44.88.900(4) 1is repealed and reenacted to read:

(4) "development project” has the meaning given

ect” in (9)(A) of this section;

Sec. 19. AS 44.88.900(9) 1is amended to read:
9 "project" means

(A) a plant or facility used or intended for use
[(1)] in connection with making, processing, pre—

paring, transporting, or producing in any manner, goods,
products”™ or substances of any kind or nature or 1in connec—
tion with developing or utilizing a natural resource, or
extracting, smelting, transporting, converting, assembling”
or producing in any manner, minerals, raw materials,

-11- SCS CSHB 123(2d L&C)
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chemicals, compounds, alloys, fibers, commodities and mate—
rials, products” or substances of any kind or nature;

[(ii) AS AN INDUSTRIAL PARK; IN CONNECTION WITH
TRANSPORTATION; FOR THE PREVENTION, LIMITATION OR CONTROL OF
POLLUTION; FOR THE DISPOSAL OF SEWAGE OR SOLID WASTE; FOR
THE LOCAL FURNISHING OF GAS; FOR THE FURNISHING OF WATER; AS
OR IN CONNECTION WITH MASS COMMUTING VEHICLES; FOR LOCAL
DISTRICT HEATING OR COOLING; AS A PARKING FACILITY; OR AS A
STORAGE OR TRAINING FACILITY DIRECTLY RELATED TO A PLANT OR
FACILITY DESCRIBED IN THIS PARAGRAPH;]

(B) a plant or facility used or 1intended for use 1in
connection with a business enterprise;
© commercial activity by a small enterprise;
20. AS 44.88.090(g), 44.88.090(i) , 44.88.105(e), 44.88.105(g),
44.88.158, 44.88.159(c), 44.88.160, 44.88.172(b), 44.88.172(c),
44 .88.176, 44.88.212(a), and 44.88.900(3) are repealed.
21. AS 44.88.095(b) 1is repealed.

22. Sections 7 and 21 of this Act take effect January 1, 1992.

23. Sections 1 - 6 and 8 - 20 of this Act take effect immedi—

ately under AS 01.10.070(c).

SCS CSHB 123(2d L&C) -12-
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SUBJECT: Additional changes to SCS CSHB 123(L&C)
TO: Senator Dick Eliason

Chair, Labor and Commerce Committee
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Legislative Counsel

This memo accompanies the draft of the above-referenced bill
that you requested. Your addition of a section would
normally require renumbering the subsequent bill sections.
However, your draft did not need the usual renumbering,

since CSHB 123(Jud) am needed some technical adjustments due
to the amendments made by the house. Your draft does not
contain the section (former sec. 4) that was deleted on the
floor of the house, although it appears 1in the CSHB 123
(Jud) am version. The effective date sections (secs. 23 and
24) have been adjusted to reflect the amendments and your
new section.

IT I may be of further assistance, please advise.
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BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 123 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Industrial Development
and Export Authority; and providing for an effective
date .11

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.88.010(a)(9) 1is amended to read:

9 the achievement of the goal of full employment,
establishment and continuing operation and development of industrial,
manufacturing, export, small business, and business enterprises in the
state [, INCLUDING, WITHOUT LIMITATION, FACILITIES FOR TRANSPORTATION,
FACILITIES FOR POLLUTION CONTROL AND WASTE DISPOSAL, FACILITIES FOR
THE LOCAL FURNISHING OF GAS, FACILITIES FOR WATER, FACILITIES FOR
INDUSTRIAL PARKS, MASS COMMUTING VEHICLES, FACILITIES FOR LOCAL DIS—
TRICT HEATING OR COOLING, PARKING FACILITIES, OR A STORAGE OR TRAINING
FACILITY RELATING TO A PLANT OR FACILITY,] will be accelerated and
facilitated by the creation of an instrumentality of the state with
powers to incur debt, to own and operate facilities, to make and
insure Jloans to finance [,] and to assist private lenders to make
loans to finance [,] the establishment, operation, and development of
industrial, manufacturing, export, small business, and business enter —
prises (, INCLUDING, WITHOUT LIMITATION, FACILITIES FOR TRANSPORTA—
TION, FACILITIES FOR POLLUTION CONTROL AND WASTE DISPOSAL, FACILITIES
FOR THE LOCAL FURNISHING OF GAS, FACILITIES FOR WATER, FACILITIES FOR
INDUSTRIAL PARKS, MASS COMMUTING VEHICLES, FACILITIES FOR LOCAL DIS—

TRICT HEATING OR COOLING, PARKING FACILITIES, OR A STORAGE OR TRAINING

-1- SCS CSHB 123(L&C)
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FACILITY RELATING TO A PLANT OR FACILITY];
Sec. 2. AS AA_.88.010(c) 1is amended to read:

(c) Itis further declared tobe the policy of the state, 1in the
interests ofpromoting the health, security, and general welfare of
all the people of the state, and a public purpose of the state, to
accomplish the objectives set out 1in (b) of this section through the
provision offinancial support toa [IN COOPERATION WITH] federal,
state, municipal, or [AND] private entity [INSTITUTIONS FOR THE PUR-—
POSE OF INCREASING THE EXPORT OF ALASKA GOODS, TALENT, RAW MATERIALS,
AND SERVICES].

Sec. 3. AS AA.88.060 is amended to read:

Sec. AA.88.060. ALASKA INDUSTRIAL DEVELOPMENT AND EXPORT AU-—
THORITY REVOLVING FUND. The Alaska Industrial Development and Export
Authority revolving fund 1is established 1in the authority. The revolv—
ing fund consists of appropriations made to the revolving fund by the
legislature, money or other assets transferred to the revolving fund
by the authority, and unrestricted payments on loans made or purchased
by the authority. Unless otherwise expressly stated, the accounts
created in this chapter are accounts 1in the vrevolving fund. The
authority may create additional accounts either in the revolving fund
or outside therevolving fund. Subject to agreements made with the
holders of theauthority®s bonds or with other persons, the authority
may transfer amounts 1in an account 1in the revolving fund to another
account in therevolving fund. Amounts deposited 1in the revolving
fund may be pledged to the payment of bonds of the authority or ex-—
pended for thepurposes of the authority wunder this chapter. The
authority has the powers and responsibilities established in AS 37.-

10.071 with respect to the investment of amounts held 1in the revolving

fund.
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Sec. A. AS AA.88.080 is amended by adding a new paragraph to read:
(25) to make cooperative agreements with the Department of
Transportation and Public Facilities, acting on behalf of the
international airports revenue fund established under AS 37.15.A30, to
acquire, equip, operate, maintain, construct or install facilities
that will enhance the competitiveness of the international airports,
including a cooperative agreement to lend amounts from the
international airport revenue fund to finance the development or
improvement of utilities serving the airports.
Sec. 5. AS AA_88 is amended by adding a new section to read:

Sec. AA.88.082. JOINT OWNERSHIP PROHIBITED. The authority may
not enter into an agreement for joint ownership of a project.
Sec. 6. AS AA_88.090(a) 1is amended to read:

(a) The [SUBJECT TO (g) OF THIS SECTION, THE] authority
borrow money and may 1issue bonds, 1including but not Ilimited to bonds
on which the principal and interest are payable

) exclusively from the 1income and receipts or other money
derived from the project or development project financed with the
proceeds of the bonds or derived from the exporter or exporting trans—
action financed, guaranteed, or insured with the proceeds of the
bonds;

(2) exclusively from the income and receipts or other money
derived from designated projects or development projects or other
sources whether or not they are financed, 1insured, or guaranteed in
whole or in part with the proceeds of the bonds; or

3) from its income and receipts or other assets generally,
or a designated part or parts of them.

Sec. 7. AS AA.88 is amended by adding a new section to read:
Sec. AA_.88.095. BONDING LIMITATIONS. (a) The authority may not

-3- SCS CSHB 123 (L&C)
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issue bonds in a 12-month period in an amount that exceeds
$400, 000,000.

(b) The authority ma> not issue revenue bonds, other than re—
funding bonds, to purchase a loan for a project under AS 44.88.155 -
44 _.88.159, to acquire a development project under AS 44.88.172 -
44 .88.177 or to provide money to finance, guarantee, or insure an
exporting transaction wunder AS 44.88.300 - 44.88.390 in an amount
greater than $50,000,000 during any 12-month period unless the 1issu—
ance 1is included separately in the estimates required in the report of
the authority wunder AS 44.88.210(b) and unless the legislature, by
law, approves the 1issuance.

(c) Before entering 1into a lease or other agreement under
AS 44.88.090(e) regarding a project for which the authority agrees to
issue bonds in an amount 1in excess of $6,000,000, there must be filed
with the authority a certified copy of a resolution of the governing
body of the political subdivision of the state, 1if any, 1in which the
project 1is to be located, consenting to the Jlocation of the project.
The consent need only refer to the general nature of the project
ultimately to be acquired, as set out 1in a request of the proposed
project applicant. Before entering into a lease or other agreement
under AS 44.88.090(e) regarding a project, the authority shall find,
on the basis of all information reasonably available to it, that

(&) the project and its development under this chapter will
be economically advantageous to the state and the general public
welfare and will contribute to the economic growth of the state;

(2) the project applicant is financially responsible;

(3) provision to meet increased demand upon public facili—
ties that might result from the project 1is reasonably assured; and

4) the project will provide, or retain, employment reason-

SCS CSHB 123 (L&C) -4-
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ably related to the amount of the financing by the authority, con-—
sidering; the amount of 1investment per employee for comparable facil—
ities and other relevant factors.

(d) Before adopting a resolution approving a project to be
financed under AS 44.88.172 for which bonds must be 1issued, the au-—
thority shall, on the basis of all information reasonably available to
it, make findings, with respect to the project, as described in
(c)(1) - (4) of this section, and also find that

$)) the project is economically and financially feasible
and able to produce revenue adequate to repay the bonds or loans with
which it is financed;

(2) the project complies with applicable law; and

(3) issuance of the bonds 1is not expected to adversely
affect the ability of the state or any political subdivision of the
state to market other bonds.

(e) Before entering into an agreement to finance or to develop a
proposed project financed under AS 44.88.172 for which bonds must be
issued, the authority shall obtain the approval of -each Regional
Resource Advisory Council appointed under AS 44.88.174 or municipality
in the area in which the proposed project is to be located. Approval
underthis subsection must be evidenced by a certified copy of a
resolution of the council or of the governing body of the municipal —
ity. Before considering a resolution regarding the approval or re—
jection of the development or financing of a proposed project under
this subsection, a Regional Resource Advisory Council shall conduct a
public hearing 1in the region. IT a proposed project is located 1in a
municipality, the governing body of the municipality shall conduct a
hearing on the proposed project.

@) Before entering into an agreement to finance or to develop a

-5- SCS CSHB 123 (L&C)
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proposed project financed under AS 44.88.172 for which bonds must be
issued, the authority shall compile and make available to the public a
document that summarizes the projected economic, social, and environ—
mental effects of the project; and, in conjunction with the Department
of Fish and Game, the Department of Natural Resources, the Department
of Environmental Conservation, and the Department of Labor, the au-—
thority shall conduct a public hearing on the projected effects of the
project.

(9) Without prior legislative approval, the authority may no
issue bonds in an amount greater than $10,000,000 to assist 1in the
financing of a development project under AS 44.88.172 - 44.88.177.

* Sec. 8. AS 44.88.095(g) 1is repealed and reenacted to read:

(9) The authority may not 1issue bonds, other than vrefunding

bonds, without securing the prior approval of the legislature.
* Sec. 9. AS 44.88.105(a) 1is amended to read:

(a) For the purpose of securing one or more issues of its bonds,
the authority may establish one or more special funds, called "capital
reserve funds"™, and shall pay into those capital reserve funds the
proceeds of the sale of 1its bonds and other money which may be made
available to the authority from other sources for the purposes of the
capital reserve funds. A capital reserve fund may be established only
if the authority determines that the establishment of the fund would
enhance the marketability of the bonds [, AND IF THOSE COSTS OF A
PROJECT, AS DEFINED 1IN AS44.88.900, WHICH ARE TO BE FINANCED WITH THE
PROCEEDS OF THE BONDS, DONOT EXCEED $10,000,000]. Money in a capital
reserve fund, except asprovided 1in this section, may be used as
required only for (1) the payment of the principal of, and interest
on, bonds or of the sinking fund payments with respect to those bonds;
(2) the purchase or redemption of the bonds; or (3) the payment of

SCS CSHB 123(L&C) -6-
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1 redemption premium required to be paid when the bonds are redeemed

before maturity. However, money 1in a capital reserve fund may not be

3 withdrawn 1if the withdrawal would reduce the amount 1in the capital

4 reserve fund to less than the capital reserve fund requirement, except
o for the purpose of making payment, when due, of principal, 1interest,

6 redemption premiums on the bonds, and sinking fund payments when other
7 money of the authority is not available for the payments. Income or
8 interest earned by, or increment to, a capital reserve fund, from the
9 investment of all or part of the fund, may be transferred by the
10 authority to other funds or accountsof the authority if the transfer

u does not reduce the amount of the ~capital reserve fund below the
12 capital reserve fund requirement.

B * Sec. 10. AS 44.88.105(d) is amended to read:

£ (d) With respect to a capital reserve fund created under this
b section on or before January 1, 1989, the [THE] chairman of the au-—
¥ thority shall annually, no later than January 2, certify 1in writing to
17 the governor and the legislature the amount, if any, required to
]8j restore the [A] <capital reserve fund to the <capital reserve fund
B requirement. The legislature may appropriate to the authority the
20 amount certified by the <chairman of the authority. The authority
2 shall deposit the amounts appropriated under this subsection during a
22 fiscal year in <che proper capital reserve fund. Nothing 1in this
3 section creates a debt or liability of the state.

2 * Sec. 11. AS 44.88.155(b) 1is amended to read:

5 (b) The authority may establish in the enterprise development
5 account the [A SMALL ENTERPRISE LOAN ACCOUNT, A LOAN INSURANCE AC-—
2 COUNT, AND OTHER] accounts it considers appropriate.

B * Sec. 12. AS 44.88.155(c) is amended to read:

2

(c) Money and other assets of the enterprise development account

-7- SCS CSHB 123(L&C)
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may be wused to secure bonds of the authority issued to finance the
purchase of loans for projects [AND SHALL BE HELD AND INVESTED BY THE
AUTHORITY IN ACCORDANCE WITH AS 37.10.071 ] or shall be used to pur—
chase loans for projects.

Sec. 13. AS 44.88.155(d) 1is amended to read:

(d) A loan purchased in whole or in part by the authority with

assets of the enterprise development account or with proceeds of bonds
secured by assets of the enterprise development account, other than a
loan which is financed with the proceeds of bonds of the authority and
secured only by a project applicant or a project,

(1) may not exceed

[(A)] $10,000,000; [OR
(B) $500,000 IF THE LOAN IS PURCHASED UNDER AS 44.88.-
158;]

(2) may not exceed the cost of the project or 75 percent of
the appraised value of the project, whichever 1is less, unless the
amount of the loan 1in excess of this limit 1is federally 1insured or
guaranteed or is insured by a qualified mortgage insurance company;

(3) may not be for a term longer than three-quarters of the
authority™s estimate of the life of the project or 25 years from the
date the loan is made, whichever is earlier;

4) shall contain complete amortization provisions satis—
factory to the authority requiring periodic payments by the borrower;

(5) shall be 1in the form and contain the terms and provi—

sions with vrespect to 1insurance, repairs, alterations, payment of

taxes and assessments, default reserves, delinquency charges, default

remedies, acceleration of maturity, secondary liens, and other matters
the authority prescribes;

(6) shall be secured as to repayment by a mortgage or other

SCS CSHB 123 (L&C) -8-
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security instrument in the mm ner the authority determines is feasible

to

assure timely repayment under a Jloan agreement entered 1into with

the borrower;

Sec.

(7) may not be made unless
(A) at least 20 [10] percent of the principal amount
of the 1loan 1is retained by the originator of the loan as long as
the loan is outstanding; or
(B) 100 percent of the principal amount of the loan is
guaranteed by the United States or an agency or instrumentality
of the United States;
(8) must be
(A) [AT LEAST PARTIALLY GUARANTEED BY THE UNITED
STATES OR AN AGENCY OR INSTRUMENTALITY OF THE UNITED STATES,
SUBJECT TO THE PROVISIONS OF AS AA.88.158;
(B)] financed from the proceeds of bonds; or
(B) [(C)] -expected by the authority to be financed
from the proceeds of bonds.
14. AS 44.88.165 is repealed and reer.acted to read:

Sec. 44.88.165. DELINQUENT LOANS. The authority shall adopt

regulations to describe the circumstances under which it will discon—

tinue purchasing loans from a financial institution because of exces—

sive delinquencies among the loans previously purchased by the author—

ity from the financial institution. In adopting the regulations, the

loans

authority must <consider the authority®"s delinquency experience with

it purchased from all financial institutions. The authority may

include in the regulations other remedies it considers appropriate as

cial

Sec.

alternatives to the discontinuance of purchasing loans from the finan-—

institution.
15. AS 44.88.172(a) 1is amended to read:

-9- SCS CSHB 123 (L&C)
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(a) The economic development account is established in the
revolving fund. The economic development account consists of money or
assets appropriated, loaned, or transferred to the authority for

deposit in the account |[,] and other money or assets deposited in the
account by the authority. While money 1is on deposit in the economic
development account, the money [THE ACCOUNT] may be wused only to
finance, acquire, manage, and operate development projects that the
authority 1intends to own and operate. The term "operate™ includes
operation directly by the authority [,] or by an agent of the author—
ity .
* Sec. 16. AS 44.88.585(b) is amended to read:

(b) The authority may provide a guarantee from the fund for up
to 80 [70] percent of a loan that qualifies wunder AS 44.88.500 -
44 .88.599. The ratio of the guarantee to the outstanding principal of
the loan may not increase over the term of the loan.

* Sec.17. AS 44.88.545 is amended to read:
Sec. 44.88.545. LIMITATIONS OF GUARANTEES WITH RESPECT TO BOR—
ROWERS. The authority may not provide a guarantee
(1) [A LOAF:] of more than $1,000,000;
(2) [LOANS] to an individual borrower that cumulatively
exceeds [EXCEED] $1,000,000 of guaranteed indebtedness.
* Sec. 18. AS 44.88.560 1is amended to read:
Sec. 44.88.560. POWERS OF THE AUTHORITY. Theauthority may
(D adopt regulations to 1implement AS 44.88.500 - 44.88.-
599;
(2) establish terms and conditions for loan guarantees and
refinancing agre<ments subject to the requirements of AS 44.88.500 -

44.88.599;

) make and execute contracts and other 1instruments to

SCS CSHB 123(L&C) -10-
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implement AS AA.88.500 — AA.88.599,
(A) charge
(A) [(i)] one percent of the amount guaranteed for the
service it provides under AS AA.88.500 - AA.88.599 ; and
(B) [(ii)] any other reasonable fee that the authority
may establish by regulation;

(5) acquire real or personal property by purchase, trans-—
fer, or foreclosure when the acquisition 1is necessary to protect an
interest in the fund; and

(6) exercise any other power necessary to implement AS AA.-
88.500 - AA.88.599j)

() to the extent the authority considers it to be 1in its
best 1interest to do so, use money 1in the business assistance fund to
pay expenses relating to the liquidation of collateral securing loans
guaranteed by the business assistance fund.

Sec. 19. AS AA.88.900(A) 1is repealed and reenacted to read:

(A) "development project™ has the meaning given to "proj—

ect” in (9)(A) of this section;

Sec. 20. AS AA_88.900(9) 1is amended to read:
(9 "project" means

(A) a plant or facility used or intended for use
[(1)] in connection with making, processing, pre—

paring, transporting, or producing 1in any manner, goods,
products”™ or substances of any kind or nature or in connec—
tion with developing or wutilizing a natural resource, or
extracting, smelting, transporting, converting, assembling”
or producing in any manner, minerals, raw materials, chemi—
cals, compounds, alloys, fibers, commodities and materials,
products” or substances of any kind or nature;

-11- SCS CSHB 123(L&C)
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* Sec.
44 .88.157,
44 _88.175,

* Sec.

* Sec.

* Sec.

WORK DRAFT WORK DRAFT

[(i1) AS AN INDUSTRIAL PARK; IN CONNECTION WITH
TRANSPORTATION; FOR THE PREVENTION, LIMITATION OR CONTROL OF
POLLUTION; FOR THE DISPOSAL OF SEWAGE OR SOLID WASTE; FOR
THE LOCAL FURNISHING OF GAS; FOR THE FURNISHING OF WATER; AS
OR IN CONNECTION WITH MASS COMMUTING VEHICLES; FOR LOCAL
DISTRICT HEATING OR COOLING; AS A PARKING FACILITY; OR AS A
STORAGE OR TRAINING FACILITY DIRECTLY RELATED TO A PLANT OR
FACILITY DESCRIBED IN THIS PARAGRAPH;]

(B) a plant or facility used or intended for use 1in

connection with a business enterprise;

© commercial activity by a small enterprise;

AS 44.88 090(g), 44.88.090(1i), 44.88.105(e), 44.88.105(g),

44.88.158, 44.88.159(c), 44.88.160, 44.88.172(b), 44.88.172(c),

44.88.176, 44.88.212(a), and 44.88.900(3) are repealed.

AS 44.88.095(b) 1is repealed.
Sections 8 and 22 of this Act take effect January 1, 1991.

Sections 1 - 7 and 9 - 21 of this Act take effect immedi—

ately under AS 01.10.070(c).
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CS FOR
HOUSE BILL

123

"An Act Relating to the Alaska Industrial,
Development and Export Authority: and providing for
an effective date.’



ALASKA INDUSTRIAL

DEVELOPMENT AND EXPORT
- AUTHORITY



The Alaska Industrial Development and

Export Authority

PROMOTES EMPLOYMENT THROUGH FINANCING

Since 1981, Authority Financing has resulted in an estimated 13,582 jobs
and 804 projects with a value of $871,932,230.

- Employment Projects Dollar Value
per Region per Region per Region

Northern 437 27 30,536,250
Interior 1,480 91 99,876,250
Southwest 788 41 62,095,250
Anchorage 7,178 422 468,710,805
Southcentral 1,804 136 97,816,500
Southeast 1,895 85 135,100,000

Total 13,682 804 871,932,230






The Authority will be able to own, operate, or construct facilities

solely,
by partnership,
by joint venture,

or through other agreements with persons for shared

ownership.

Example:

To enhance development of the Beluga coal fields, a

common transportation system accessible by all lease

holders could provide a stimulus for further movement of this
project. Financing and/or partial ownership with the lease

holders in thiscommon system could reduce the costs ofmoving

the coal to tidewater.

The Authority will be able to provide financial support in the form of

loans,
guarantees,

equity investments.

Example:

In reference to the Beluga Coal Fields, the Authority could
function as a lender for the project, or could have an equity
interest in the coal transportat ion system in conjunction with
others and be repaid by charging fees on the amoimt ofcoal
transported. Flexibility and amenu ofoptions are necessary as

each project will be different and present unique problems to

overcome.



In addition to these current statutory bonding limitations:

The Authority cannot issue bonds in a total amount over $400 million
during a 12 month period.

The Authority cannot issue bonds for a particular projectwithin a 12
month period over $60 million.

Project bonds over $6 million require location approval from the cityor
borough where the projectwill be loacted.

Project bonds over $10 million require a public hearing as well as
municipal approval.

In all cases, the Authority must find that;

The project iseconomically advantageous to the State and
public welfare.

The project applicant is finacially responsible.
Increased demand on public utilitieswill be satisfied.

The projectwill provide or retainemployment reasonably
related to the amount ofAuthority financing.

The project is feasible enough torepay the bonds or loans.

The bond issuance will not adversely affect the marketability of
other state bonds.

House Bill 123 proposes the following:



The Authority can issue bonds up to $25

million to, assist in the aquistion of a development
Pro ect without prior legislative approval, as opposed
0 $10 million currently:

The State's moral obligation on any future
bonds issued by the Adthority is eliminated.

The principle amount of a loan retained by the
originatoris increased from 10%to 20%.

The Authority can regulate conditions where
itwill.no longer purchase loan. .
part|C|Pat|ons from a financial nstitution as
a result of excessive delinquencies.



The Authority will be able to utilize assets in pursuing the promotion of
resource development projects by revising the scope of the Revolving Fund.

The revolving fund iacomprised of two primary accounts: the Enterprise
Development Account and the Economic Development Account. The Enterprise
Development account isutilized for daily operations and obligations of the
Authority and the Economic Development Account is utilized for major
development projects like Red Dog. All accounts are independent and monies
cannot be transfered between accounts.

THE REVOLVING FUND

Economic Development Account

Capital Reserve Account

Sustaining Capital Account

Operation lkMaintenance Account
Construction Revenue Account

Project Economic Development Account

Enterprise Development Account

Capital Reserve Account
Business Assistance Account
Loan Collection Account
Investment Account

Proposed:

"Pool™ all the non-promised monies ofboth major accounts together to

function as a general fund.



House Bill 123 proposes the following changes to the Authority”s
Commercial Business Loan Program to effectively market the progranm

to banking institutions.

The %uaranteed portion ofthe loan is increased from
70% 1o 80%.

The guaranty will cover $1 million or less, as opposed
lion or less.

mi|
to guarantying a loan of $1 mil

I I

The Authority Is given the Power to pay liquidation
costs of collateral™securing loans that dre guaranteed
by this program as deemed necessary.

The changes proposed in this legislation will not require additional funding.



SECTIONAL ANALYSIS

CS for House Bill 123
"An Act Relating to the Alaska Industrial Development
and Export Authority; and providing for an effective date”

DISCUSSION:

The purpose of this legislation is to the Tfurther the Alaska Industrial
Development and Export Authority”"s efforts in promoting employment through
resource development projects. The Authority has historically functioned as
a correspondent to Alaskan banks, financing real estate mortgages in the
service sector of the economy. This legislation 1iIs an attempt to redirect

the Authority"s efforts to achieve the goal of increased employment through
primary sector industrial development. This redirection is an attempt to
create new Jjobs and promote population growth within the State. This in turn
will provide assistance to the service sector which currently 1is suffering

from a lack of demand.

The congressional changes to the tax code 1in 1986 significantly altered® the
type of projects that can be Tfinanced with the proceeds of tax-exempt bonds.

The only projects currently eligible are manufacturing plants (through

December 31, 1989) and certain facilities referred to as "exempt
facilities."™ Financing for airports, docks, and wharves is still available
if the project 1is owned by a governmental entity. This change in the tax law

has reduced the attractiveness and demand for Authority tax-exempt financing.

The definition of a development project in AS 44.88.900(9) (CA) limits
Authority ownership. The current definition stresses the primary resource
industries, and accentuates transportation and infrastructure associated with

those projects.

This legislation does not eliminate the essential framework whereby the

Authority acts as a <correspondent to Alaskan banks. The current banking
situation has curtailed many of the existing banks correspondent
relationships. It is critical that the Authority remain as an institute

correspondent during these difficult times.
Pursuant to 1its purpose, all provisions of the bill accomplish at Jleast one
of the following four objectives.

1. Increase efforts in promoting resource development projects.

2. Amend existing statutes to allow utilization of the Authority"s

assets in pursuing the promotion of development projects.

3. Conform existing statutes to the 1986 Tax Act.

4. Reorganize, refine, and consolidate statutes of the Authority.



Sectional Analysis

..Page Two

Section 1.

Section 2.

Section 3.

Section 4.

AS 44.88.010(a)(9):

Three changes are made in this section: two deletions of dated
language that 1is no longer applicable, and an addition allowing the

Authority to participate in different types of ownership.

The deletions conform state law to the federal 1law changes made as

a result of the 1986 Tax Reform Act.

o
The addition defines the necessary relationship possibilities
between the Authority and other persons or entities. Each project
will face unique problems, and Tflexibility is needed to address and
overcome them. Without this flexibility, the Authority”"s

effectiveness in promoting resource development projects will be

limited.

AS 44.88.010(c):

There are two changes in this section: the addition that sets
forth the Authority®s scope of providing financial support for or
with various persons or entities, and the deletion removes language
that is unneccessary and could be viewed as applying only to
exports.

AS 44.88.060:

The two additions in this section establish the scope of the

revolving fund. The revolving fund is currently made up of two
separate accounts: the Enterprise Development Account where Jloans
are originated and financed through banks, and the Economic
Development Account designated for major development projects. The
additions allow the Authority to create additional accounts within
the unrestricted accounts of the revolving fund, and transfer
monies between accounts subject to bond-holder agreements. The
investment powers are moved into the revolving fund, allowing it to

function as the general fund and be 1iInvested in accordance with

Title 37.

AS 44.88.070:

The addition 1in this section sets forth the Authority®"s scope of

owning and operating development projects: solely or by
partnership, joint venture, or other agreement with another
person. This definition 1iIs necessary as the projects contemplated

will require the flexibility to deal with different forms of

ownwership and operation.



Sectioanl Analysis

?age Three

Section 5.

Section 6.

Section 7.

Section 8.

Section 9.

AS 44.88.080(14):

The two additions in this section broaden and conform the
Authority”"s scope of powers with regard to development projects
that are not standardized.

AS 44.88.090(a):

The deletion in this section removes language that 1is unnecessary

in this legistation as proposed.

AS 44 .88:

This addition creates a new section, 44 .88.095, BONDING
LIMITATIONS. It consolidates all the Authority”™s statutory
limitations regarding the issuance of bonds 1iInto one section. The

provisions do not change and are merely moved from another section
with one exception; the Authority will have the ability to 1issue
bonds up to $25 million as opposed to $10 million to assist in the
financing or operation of a development project without prior
legislative approval. Local approval 1is still required under this

section.

AS 44.88.105(a):

The deletion in this section eliminates the ceiling on bonds
regarding the establishment of capital reserve funds. It also
eliminates the state®"s moral obligation to supplement a capital
reserve fund created after January 1, 1989 should it ever fall

below the required amount.

With this elimination of moral obligation, bonds of the Authority
issued after January 1, 1989, will stand on their own and do not
contingently obligate the State 1in any form whatsoever. Since 1981
all bonds have had the benefit of the State"s moral obligation. It

Is now appropriate that the Authority stand on its own financially
with respect to future bond issues. Of course, the Authority"s
bonds that are already outstanding and were 1issued with the moral

obligation will continue to have that benefit.
AS 44.88.105(d):
This addition is 1in conjunction with the changes of section 8 and

sets forth the date, January 1, 1989, after which no additional

moral obligation bonds could be 1issued.



Sectional Analysis

..Page Four

Section 10.
Section 11.
Section 12.
Section 13.

AS 44.88.155(b):

The change in this section allows the Authority to establish
accounts within the enterprise devleopment account considered

appropriate by the Authority.

AS 44.88.155(c)

The deletion in this section 1is in conjunction with the changes in
section 3, it simply moves the 1investment powers into the revolving
fund.

AS 44.88.155(d):
There are two changes and one deletion iIn this section.

The first change allows the Authority to participate in the
financing of projects that previously have been beyond the
Authority”"s financial scope. Increasing the loan linmit on a
project from $10 million to $25 million will allow the Authority to
participate in larger projects strictly as a correspondent.
Several tourism-related projects have been beyond the $10 million
limit. This change would allow Authority participation 1in these

projects.

The second change requires that the principle amount of a loan held
by the originator be increased from 10% to 20% as 1long as the 1loan
is outstanding. This would promote caution when banks contemplate
selling their loans to the Authority. They will be responsible for
holding a more significant portion of the credit and hopefully act

accordingly.

The deletion will allow the Authority to become active in
purchasing the guaranteed portion of federal SBA loans from banks.
The revised investment statute, AS . 37.10.071, will permit the
Authority to 1invest its funds 1iIn the guaranteed portion of federal

SBA loans once the program restrictions are removed from statute.

This flexibility is essential. The SBA modifies its program
periodically, and casting the program 1iIn statute does not provide
enough flexibility to maintain a market presence in these

guarantees.

AS 44.88.165:

The statute regarding loan delingquencies is repealed and
reenacted. It allows the Authority to regulate conditions whereby
it may discontinue purchase of Jloan participations from a financial
institution because of excessive loan delinquencies. This revision

is necessary to allow more Tfinancial 1institutions to participate in

the authority®s loan programs.



,» Secional Analysis
. Page Five

Section 14. AS 44 .88.172(a):

The additions to this section establish the Economic Development

Account within the Revolving Fund. They set forth the

which the Economic Development Account will be U3ed.

The changes to the following three sections affect the Authority"s
business loan guarantee program. These changes are necessary to
program more marketable to banking institutions.

Section 15. AS 44.88.535(b):

The guaranteed portion of the loan 1is increased from 70%

Section 16. AS 44.88.545:

The guaranty will cover $1 million or less, as

guaranteeing a loan of $1 million or less.
Section 17. AS 44.88.560:

The Authority is given the power to pay liquidation

scope

for

commercial

make

to 80%.

opposed

costs

thi3

to

of

collateral securing loans that are guaranteed by this program when

the Authority considers it to be 1iIn its best interest to do so.

Section 18. AS 44.88.900(4):
This section clarifies the definition of "development"™ project by
referring to the resource development oriented plants and
facilities described in the definition of "project", including

transportion related facilities as set forth in section 19.

Section 19. AS 44.88.900(9):

There is one addition and deletion in this section. The

includes certain transportation facilities in the definition

project, while the deletion eliminates the obsolete language

the tax code prxor to the 1986 Tax Reform Act.

Section 20. Repealed statutes:

AS 44.88.090(g)., 44.88.160, 44.88.172(c), 44 .88.175, and
are reenacted 1in substantially the same form and placed

6, Bonding Limitations.

AS 44.88.090(1) is repealed to allow the Authority to issue

after January 1, 1990.

in

addition
of

a

from

44 .88.176

Section

bonds



Section Analysis

Page Six

Section 21:

AS 44 _.88.105(C(e) and (g) relate to the moral obligation provisions,
that under this legislation, would terminate on January 1, 1989.
The provisions of 44.88.105(e) duplicate those added by section 10,
AS 44 .88.155(d)(7)(A) of thia legislation,

AS 44.88.157 creates a loan insurance account and permits the
Authority to insure loans purchased wunder it3 general financing
provisions. This aection 1iIs unnecessary because it has not been

used since 1its 1inception.

AS 44.88.159(c), 44 .88.212(a), and 44.88.900(3) refer to AS

44,88.158, the small business enterprise loan account that is

repealed under this legislation.

AS 44 .88.158 provides authority that is already given in the
investment powers (AS 37.10.071) 1in the revolving loan fund.

The deletion in section 10, page 8, line 10 will allow the
Authority to become active once again 1in purchasing the guaranteed
portion of federal SBA loans from bank3. The revised investment
statute, AS 37.10.071, will permit the Authority to invest its
funds in the guaranteed portion of federal SBA loans once the
program restrictions are removed from statute. This Tflexibility 1is
essential. The SBA modifies 1its program periodically, and casting
the program in statute does not provide enough flexibility to

maintain a market presence in these guarantees.

AS 44.88.172(b) does not allow use of the Authority®"s assets for

resource development projects and is repealed.

This section provides for an immediate effective date.



MOUSE DILL NO. 123 by th* Rules Committee by request
Covarnor, antltladi

of tha

mAN Act relating to tha Alaaka Induatrlal
Development and Export Authority) and providing

for an effective date.*

was raad tha TFfirst tine and referred to the
Commorce, Judiciary and finance Committee*.

January 27, 1989 HOUSE JOURNAL 107

HB 123

A zero Tflacal note vlth analysis by th* Department of
Comaarce £ Economic Development waa published January 27,
1989.

The Covernor’a trananlttal latter, dated January 27, 1989,
appeara belovi

""Dear Hr. Speskeri

Under the authority of art. 111, aac. 18, of the Alaaka
Constitution, 1 am transmitting a bill authorizing the
Alaska Induatrlal Development and Export Authority (AIDEA)
to finance development cntarprlsea.

The most significant provisions of thle bill relato to
AIDEA"s ability to finance resource development projects
that AIDEA Intends to own or operate (such as the Red Dog
Mine project). In this regard, the bill would permit AIDEA
to Issue up to S2S,000,000 of its bonds for such a projact
without requiring passage of a law approving the project.
It uould also permit AIDEA to transfer smounts among Its
various accounts to provide more financing flexibility.
(Although the provisions (proposed AS 44.08.09S(b) and (F))
requiring legislative approval before certain bonds
exceeding epecifled amounts may ba issued raise a
coritltutional question undor tho separatlon-of-povers
doctrine, 1 know of the Ilegislature™s concern about bond
Issuance and 1 believe that it might be helpful to set out
this procedure in tha atatutes, as a courtesy to the
legislature.)

Another significant provision would require originating fi-
nancial Institutions to retain a higher percentage of a loan
before It may sell it to AIDEA. Under existing law, a fi-
nancial institution must retain 10 percent of a loan. AS
44.88.1S5(d). Under thla bill, the originating financial

Institution must retain 20 percent of tho loan. By increas-
ing this requirement along with the amount that AIDEA cai

Invest In or loan on projects, it is hoped that financial”
institutions will carefully aelect the projects for which
they will extend credit.

Thla bill will allow AIDEA to gather together all funds and
accounts established by law and administer them as a part of
the re"volving fund of the authority. AIDEA- would be given
th* power to transfer Tfreely between accounts within the
development fund so that it has the flexibility to adapt to
the appropriate structure of a financing proposal presented
to it for financing. AIDEA would be given tho power to cre-
ate separate accounts necessary to guarantee repayment of a
bond issue if that action becomes necessary to make th*
bonds marketable.

Th* bill also amends a provision in existing law which re-
presents to Investors In AIDEA bonds that the state might
step in and make bond payments if the authority Is unable to
do so. This section acknowledges "the state"s moral obliga-
tion to bach AIDEA"s revenue bonds if tha authority becomes

Labor £



lea house journal January 27. 1909

KB 123

insolvent. _ The bill would change this moral obligation
representation to apply only to bonds Issued on or before
January 1, 1909.

The bill would expressly confer on AIDEA tho_power to share
ownership of rEI’OJGC_tS with private enterﬁrlses by either
forming a partnership. Joint venture, or other form of coop—
erativé ownership agreement.

Tho bill would also amend the _provision in existing law that
prohibits AIDEA from purchasing loans from financial insti—
tutions that experience a two pércent or_greater delinquency
rate on loans made by tho institution. The bill would allow
AIDEA to set the target dellréﬂuenc rate by regulathn._ _By
adopting this technique. AIDEA will be given the_flexibility
to adjust the delinquency rate to reflect existing economiC
conditions. The inflexible rule in effect undef existing
law sets the rate_too low to allow tho majority of banks in
the state to qualify for AIDEA financing.

I urge your favorable consideration on this bill.
Sincerely,
/»/

Steve Cowper
Governor"



DESCRIPTION OF CHANGES

CS for House Bill 123 (Labor and Commerce)
"An Act Relating to the Alaska Industrial Development

and Export Authority; and providing for an effective date."™

1. Section 2, AS 44.88.010(c):
Page 2, line 12; [federal, ,tate] replaced with public.
This change allows participation with other entities such as

municipalities.

2. Section 6, AS 44.88.090(a):

Page 3, lines 16 through 29 were added to the bill and the following

change was made.

Page 3, line 16; (a) The [SUBJECT TO (g) OF THIS SECTION, THE]

authority may borrow money...

This change allows for easier reading and comprehension 1in vrelation

to the Bonding Limitations section in this legislation.

3. Section 7, AS 44.88.095:

AL Page 4, lines 7 and 8; ...to aquire a development project or an

interest in a development project.

This addition clarifies the type of project applicable 1in this
section.

B. Page 4, line 22; Before entering into - lease or other
agreement under AS 44 .88.090(e) regarding a project. ..

This addition conforms to the definition section and allows for

proper word usage.

C. Page 5

Sections d and e are switched in order of placement within the

bill to allow easier reading and comprehension.

D. Page 6, line 3; “"without prior Jlegislative approval™ was moved
from the end of the paragragh to the beginning as a matter of
grammatical preference.

E. Page 6, line 5; [aquisition] replaced with financing.

This change conforms tc. the definition section and allows for

proper word usage.



Description of Changes

Page Two

4. Section 10, AS 44.88.155(b):

Page 7, lines 15 through 18 were added to the bill and the following
change was made.

Lines 17 and 18; £He [A SHALL ENTERPRISE LOAN ACCOUNT, A LOAN
INSURANCE ACCOUNT, AND OTHER] accounts it considers appropriate.

This change was made in conjunction with section 11 allowing

flexibility of accounts within the Revolving Fund.

5. Section 12, AS 44.88.155(d):

Page 8, lines 26 and 27; ...the loan 1is retained by the originator of

the loan as lone as the loan is outstanding; or. ..

This addition clarifies the terms and conditions of the loan

pertaining to the originator.

Page 9, 1lines 6 and 7; (B)] financed from the proceeds of bonds; or
(B) [C] expected by the authority...

This technical change allows for easier reading and comprehension.

6. Section 13, AS 44.88.165:

Page 9, line 15; ...authority must consider the authority"s
delingquency experience.

This addition clarifies that the Authority's experience will be

considered as opposed to another.

7. The following sections were added to House Bill 123 in response to public

interest and the referenced changes were made.

AL Section 15, AS 44.88.535(b):

Page 10, lines 4 and 5; (b) The authority may provide a
guarantee from the fund for up to £0 [70] percent of the loan.

B. Section 16, AS 44.88.545:

Page 10, linel0; The authority may not provide a guarantee
line 11; (1) [A LOAN] of more than $1,000,000
line 12; (2) [LOANS] to an individual borrower that

cumulatively exceeds [EXCEED] $1,000,000

of guaranteed indebtedness.



.Page Three

7. Continued
C. Section 17, AS 44.88.560:
Page 11, linea 4 through 7; «7) to the extent the authority
considers it to be In ita beat Interest to do ao. wuse money in
the business assistance fund to nay expcnaea relating to the
liquidation of collateral securing loans guaranteed by the

buslneg.g assistance Tfund.

These changes provide for a more marketable Loan Guarantee Program by
allowing the Authority to make a guarantee up to $1,000,000 aa
opposed to guarantying a loan up to $1,000,000 and pay for asset
liquidation cost3 as deemed necessary by the Authority.

8. Section 18, AS 44.88.900(4):
Page 11, lines 9 and 10; "developemnt project”™ has the meaning given
to "project”"™ in (9)(a) of this section.

A rearrangement of words allows for easier reading and comprehension.



HOUSE BILL HO, |123 by the Rules Committee by roguest ot tha
Covarnor, entitled!

"An Act relating to tha _Alaaka Induatrlal

Devel Authori idi
t8¥e aﬁpgﬁgcggge Eégg_r,l; uthority] and providing

was raad tha _first time and referred to tha Labor t
Commerce, Judiciary and finance Commlttaaa.

January 27, 1909 HOUSE JOURHAL 107

HB 123

A zero fiscal nota with analysis by tha Department of
gggwgmerce & Economic Development was published January 27,

Tha Governor®s transmittal latter, dated January 27, 1909,
appears belowi

"Dear Hr. Speaker)

Under  the authority of art._ Ill, sec. 10, of the_Alaska
Constitution, _ 1 age transmlttlng a bill authorizing the
Alaaka Industrial Development_and Export Authority (AIDEA)
to finance development enterprises.

The racat s!?mflcant 1Lprowslons of this bill relate to
AIDEA*s ability to finance resource development projects
that AIDEA Intends to own or operate (Isuch as the _Red DcE)g
Mine project).  In this regard, tho bill would pormit AID
1o Issue up to_ 525,000,000 of 1ts bonds for_such a project
without requiring _passage of a law approving the project.
It would also permit AIDEA to transfer amounts ar_non?_ its
various accounts _to provide more Tinancing flexibility.
(Al'though the provisions (proposed AS 44.S0.095(b) _and (
requiring  legislative proval before certain _bonds
exceedln%_ specCified amoun may be Issued raise a
constitutional question _under ~the separation-of-powers
doctrine, 1 know of tho legislature®™s concern about bond
Issuance and I believe that it might be helpful to set out
this procedure In the statutes,” as a “courtesy to the
legislature.)

Another significant provision would require originating fi—
nancial _institutions to retain a higher pergentage of a loan
before it may sell it to AIDEA. Under existing law, a fi—
nancial _institution must retain 10 percent_ of a loan. _AS
44.838.155(d). Under this bill, originating financial
institution must retain 20 percent of the loan. By Increas—
Ing this requirement along with_tho amount that AIDEA can
invest in or loan on projécts, it Is hoped_that financial
institutions will carefully select tho projocts for which
they will extend credit.

This bill will allow AIDEA to gather together all funds and
accounts established by law and administer them as a part of
the revolving fund of ‘the authority.  AIDEA- would _bo_given
the power transfer _freely between_accounts within tho
development_fund so that it has” the flexibility to adapt to
ﬁwe_apgroprl_ate _structure of a financing proposal presented
to it for financing. AIDEA would be given tho powor to cre—
ate separate accounts necessary to glarantee repayment of a
pbond 1~u~ If that action becOmes “necessary to make tho
bonds marketable.

The bill also amends _a provision in existing law which_re—
presents to investors in AIDEA bonds that the _state might
step in and make bond payments if the authority is unable™to
do so. Thia section acknowledges The state"s “moral obliga—
tion to back AIDEA"s revenue bonds®if the authority becomes
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Inaolvant. Tha bill would chango this moral obligation
rapraaantatlon to apply only to bonda laauad on or before
January 1, 1989.

Tha bill would exprossly confer on AIDEA tho power to ahare

ownerahlp of projects with private enterﬂrlaea by either

forming a partnership, Joint venture, or other form of coop—
erative ownerahlp agreement.

The bill would alao amend the_provision in existing law that
prohibits AIDEA from purchasing loans from financial insti—
tutions that experience a two pércent or_greater delinguency
rate on loans made by the institution. Tho bill would allow
AIDEA_to aet the targot delinguency rate by regulation. By
adopting thia technique, AIDEA will be given the _flexibility
to adjust tho delinquency rate to refléct exloting economic
conditions.  The inflexible rule in effect undef existing
law neta the rate_too low to allow the majority of banka in
the state to qualify for AIDEA financing.

I urge your favorablo consideration on this bill.
Sincerely,

1</

Steve Cowper
Covernor™"
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Offered: 3/15/89 go0799hE
Referred: Judiciary and

Finance
Original sponsor: Rules/Governor
BY THE LABOR AND

IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 123 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to the Alaska Industrial Development

and Export Authority; and providing for an effective

date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*

Section 1. AS 44.88.010(a)(9) is amended to read:

(9) the achievement of the goal of full employment, and of
establishment and continuing operation and development of industrial,
manufacturing, export, small business, and business enterprises in the

state [, INCLUDING, WITHOUT LIMITATION, FACILITIES FOR TRANSPORTATION,
FACILITIES FOR POLLUTION CONTROL AND WASTE DISPOSAL, FACILITIES FOR
THE LOCAL FURNISHING OF GAS, FACILITIES FOR WATER, FACILITIES FOR
INDUSTRIAL PARKS," MASS COMMUTING VEHICLES, FACILITIES FOR LOCAL DIS-

TRICT HEATING OR COOLING, PARKING FACILITIES, OR A STORAGE OR TRAINING

FACILITY RELATING TO A PLANT OR FACILITY,) will be accelerated and
facilitated by the creation of an instrumentality of the state with
powers to incur debt, to own and operate facilities, to enter into

partnership, joint venture, and other agreements with other persons
with respect to the ownership, operation, or construction of facll-

ities, and to make and insure loans to finance, and to assist private

lenders to make loans to finance, the establishment, operation, and
development of industrial, manufacturing, export, small business, and
business enterprises [, INCLUDING, WITHOUT LIMITATION, FACILITIES FOR

TRANSPORTATION, FACILITIES FOR POLLUTION CONTROL AND WASTE DISPOSAL,

FACILITIES FOR THE LOCAL FURNISHING OF GAS, FACILITIES FOR WATER,

HBU123B -1- CSHB 123 (L&C)
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FACILITIES FOR INDUSTRIAL PARKS, MASS COMMUTING VEHICLES, FACILITIES
FOR LOCAL DISTRICT HEATING OR COOLING, PARKING FACILITIES, OR A STOR-
AGE OR TRAINING FACILITY RELATING TO A PLANT OR FACILITY];

Sec. 2. AS 44.88.010(c) is amended to read:

(c) It is further declared to be the policy of the state, in the
interests of promoting the health, security, and general welfare of
all the people of the state, and a public purpose of the state, to

accomplish the objectives set out in (b) of this section through the
provision of financial support, in the form of loans, guarantees,
equity investments, or other methods provided in this chapter, for or
in cooperation with, or through joint venture, partnership, or other
agreements with, public [FEDERAL, STATE,] and private institutions
[FOR THE PURPOSE OF INCREASING THE EXPORT OF ALASKA GOODS, TALENT, RAW
MATERIALS, AND SERVICES],

Sec. 3. AS 44.88.060 is amended to read:

Sec. 44.88.060. ALASKA INDUSTRIAL DEVELOPMENT AND EXPORT
AUTHORITY REVOLVING FUND. The Alaska Industrial Development and
Export Authority revolving fund is established in the authority. The

revolving fund consists of appropriations made to the revolving fund
by the legislature, money or other assets transferred to the revolving
fund by the authority, and unrestricted payments on loans made or
purchased by the authority. Unless otherwise expressly stated, the
accounts created in this chapter are accounts in the revolving fund.
The authority may create additional accounts either in the revolving
fund or outside the revolving fund. Subject to agreements made with
the holders of the authority's bonds or with other persons, the
authority may transfer amounts in an account in the revolving fund to
another account in the revolving fund. Amounts deposited in the

revolving fund may be pledged to the payment of bonds of the authority

CSHB 123 (L&C) -2- HB0123B
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or expended for the purposes of the authority under this chapter. The
authority has the powers and responsibilities established in AS 37.10.
071 with respect to the investment of amounts held in the revolving
fund.

*Sec. 4. AS 44.88.070(2) is amended to read:

(2) owning and operating, either solely or by partnership,
joint venture, or other agreement with another person, the enterprises
and other facilities described in AS 44.88.172;

* Sec. 5. AS 44.88.080(14) is amended to read:

(14) to acquire, manage, and operate projects, and to enter
into agreements with other persons for shared ownership, operation, or
construction of projects, as the authority considers necessary or
appropriate to serve a public purpose or to exercise its powers under
this chapter;

* Sec. 6. AS 44.88.090(a) is amended to read:

(a) The [SUBJECT TO (g) OF THIS SECTION, THE] authority may
borrow money and may issue bonds, including but not limited to bonds
on which the principal and interest are payable

(1) exclusively from the income and receipts or other money
derived from the project or development project financed with the
proceeds of the bonds or derived from the exporter or exporting trans-
action financed, guaranteed, ofr insured with the proceeds of the
bonds;

(2) exclusively from the income and receipts or other money
derived from designated project? or development projects or other
sources whether or not they are finantced, insured, or guaranteed in
whole or in part with the proceeds of the bonds; or

(3) from its income and receipts or other assets generally,

or a designated part or parts of them.

HB0123B -3- CSHB 123 (L&C)
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* Sec. T. AS 44.88 is amended by adding a new section to read:

Sec. 44.88.095. BONDING LIMITATIONS. (a) The authority may not
issue bonds in a 12-month period in an amount that exceeds
$400,000,000.

(h) The authority may not issue revenue bonds, other than re-
funding bonds, to purchase a loan for a project under AS 44.88.155 -
44.88.159, to acquire a development project or an interest in a devel-
opment project under AS 44.88.172 - 44.88.177 or to provide money to
finance, guarantee, or insure an exporting transaction under AS 44 .-
88.300 - 44.88.390 in an amount greater than $50,000,000 during any
12-month period unless the issuance is included separately in the
estimates required in the report of the authority under AS 44.88.-
210(b) and wunless the legislature, by law, approves the issuance.

(c? Before entering into a lease or other agreement under
AS 44.88.090(e) regarding a project for which the authority agrees to
issue bonds in an amount in excess of $6,000,000, there must he filed
with the authority a certified copy of aresolution of the governing
body of the political subdivision of the state, if any, in which the
project is to be located, consenting to the location of the project.
The consent need only refer to the general nature of the project

ultimately to be acquired, as set out in a request of the proposed

project applicant. Before entering into a lease or other agreement
under AS 44.88.090(e) regarding a project, the authority shall find,
on the basis of all information reasonably available to it, that

(1) the project and its development under this chapter will
be economically advantageous to the state and the general public
welfare and will contribute to the economic growth of the state;

(2) the project applicant is financially responsible;

(3) provision to meet increased demand upon public facili-

CSHB 123(L&C) -4- HB0123B
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ties that might result from the project in reasonably assured; and

('0 the project will provide, or retain, employment reason-
ably related to the amount of the financing by the authority, con-
sidering the amount of investment per employee for comparable facil-
itics and other relevant factors.

(d) Before adopting a resolution approving a project to be

financed under AS 44.88.172 for which bonds must be issued, the au-
thority shall, on the basis of all information reasonably available to
it, make findings, with respect to the project, as described in
(c)(1) - (4) of this section, and also find that

(1) the projectis economically and financially feasible
and able to produce revenue adequate to repay the bonds or loans with
which it is financed;

(2) the projectcomplies with applicable law; and

(3) issuance of the bonds is not expected to adversely
affect the ability of the state or any political subdivision of the
state to market other bonds.

(e) Beforeentering into an agreement to finance or to develop a
proposed project with a cost in excess of $10,000,000 financed under
AS 44.88.172 for which bonds must be issued, the authority shall
obtain the approval of gach Regional Resource Advisory Council
appointed under AS 44.88.174 or municipality in the area in which the
proposed project is to be located. Approval under this subsection
must be evidenced by a certified copy of a resolution of the council
or of the governing body of the municipality. Before considering a

resolution regarding the approval or rejection of the development or

financing of a proposed project under this subsection, a Regional
Resource Advisory Council shall conduct a public hearing in the
region. If a proposed project islocated in a municipality, the

HB0123B -5- CSHB 123(L&C)
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governing body of the municipality shall conduct a heapinn on the
proposed project.

(f) Without prior legislative approval, the authority may not
issue bonds in an amount greater than $25,000,000 to assist in the
financing of a development project under AS 44.88.172 - 44.88.177.

Sec. 8. AS 44.88.105(a) is am.enc(ed to, read:

(a) For the purpose of securing one or more issyes of its bonds,
the authority may establish one or more special funds, called "capital
reserve funds", and shall pay into those capital reserve funds the
proceeds of the sale of its bonds and other money which may be made
available to the authority from o.ther sources for the purposes of the
capital reserve funds. A capital reserve fund may be established only
if the authority determines that the establishment o.f the furld would
enhance the marketability of the bonds [, AND IF THO.SE  COSTS OF A
PROJECT, AS DEFINED IN AS 44.88.900, WHICH ARE. TO BE FINANCED WITH THE
PROCEEDS OF THE BONDS, DO. NOT EXCEED $10,000,000], Money in a capital
reserve fund, except as provided in this section, may be wused as
required only for (1) the payment of the principal of, and interest
on, bonds or of the sinking fund payments with respect to those bonds;
(2) the purchase or redemption of the bonds; or (3) the payment of a
redemption premium required to be paid when the bonds are redeemed
before maturity. However, money in a capital reserve fund may not be
withdrawn if the withdrawal would reduce the amount in the capital
reserve fund to less than the capital reserve fund requirement, except
for the purpose of making payment, when due, of principal, interest,
redemption premiums on the bonds, and sinking fund payments when other
money of the authority is not available for the payments. Incpme or
interest earned by, or increment to, a capital peserve fund, from the

investment of all or part of the fund, may be transferred by the

CSHB 123 (L&C) -6- HB0123B



1 authority to other funds or accounts

2 does not reduce the amount of the

3 capital reserve fund requirement.

4 * Sec. 9. AS 44.88.105(d) is amended

5 (d) With respect to a capital

6 section on or before January

7 authority shall annually, no later

8 to the governor and the legislature

9 restore the [A] capital reserve fund
10 requirement. The legislature may
11 amount certified by the chairman
12 shall deposit the amounts appropriated
13 fiscal year in the proper capital

14 section creates a debt or liability
15 *Sec. 10. AS 44.88.155(b) is amended
16 (b) The authority may establish
17 ment account jdie [A SMALL ENTERPRISE LOAN ACCOUNT
18 ACCOUNT, AND OTHER] accounts

19 *Sec. 11. AS 44.88.155(c) is. amended
20 (c) Money and other assets
21 may be used to secure bonds the
22 purchase of loans for projects
23 AUTHORITY IN ACCORDANCE WITH AS 37.10.071]
24 chase loans for projects.
25 *Sec. 12. AS 44.88.155(d) is amended
26 (d) A loan purchased in whole
27 assets of the enterprise development
28 secured by assets of the enterprise
29 loan which is financed with

HB0123B -7-
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secured only jby .a .project .applicant «r a project?
(1) .may not exceed :$25,000 ,000
J[t(A) sio.ooo™aooj .OR

(B) "5a0,,000 IF EHE iLOAN IS PURCHASED UNDER AS 44.88.-

15.8];

£z) may not exceed (the -co<sf (Of the project or 75 percent of

the appraised value .of sthe project., whichever is less, unless the
amount ofthe loan in excess of this limit is federally insured or

guaranteed .or is insured by a qualified mortgage insurance company;
[3) may not be for a (term longer than three-quarters of the
authority's estimate of the life of the project or 25 years from the
date the loan is made, whichever is earlier;
{4) shall contain complete amortization provisions satis-

factory to the authority requiring periodic payments by the borrower;

(5) shall be in the form and contain the terms and provi-
sions with respect to insurance, repairs, alterations, payment of
taxes and assessments, default reserves, delinquency charges, default
remedies, acceleration of maturity, secondary liens, and other matters

the authority prescribes;

(6) shall be secured as to repayment by a mortgage or other
security dinstrument in the manner the authority determines is feasible
to assure timely repayment under a loan agreement entered into with
the borrower;

(7) may not be made unless

(A) at least 20 [10] percent of f e principal amount
of the loan is retained by the originator o. loan as long as
the loan is owutstanding; or

(B) 100 percent of the principal amount of the loan s

guaranteed by the United States or an agency or instrumentality

CSHB 123 (L&C) -8- HB0123B
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of the United States;
(8) must be

(A) [AT LEAST PARTIALLY GUARANTEED BY THE UNITED
STATES OR AN AGENCY OR INSTRUMENTALITY OF THE UNITED STATES,
SUBJECT TO THE PROVISIONS OF AS 44.88.158;

(B)] financed from the proceeds of bonds; or

(B) [(C)] expected by the authority to be financed
from the proceeds of bonds.

* Sec 13. AS 44.88.165 is repealed and reenacted to read

Sec. 44.88.165; DELINQUENT LOANS. The authority shall adopt
regulations to describe the circumstances under which it will discon-
tinue purchasing loans from a financial institution because of exces-
sive delinguencies among the loans previously purchased by the author-
ity from the financial institution. In adopting the regulations, the
authority must consider the authority"'s delinquency experience with
loans it purchased from all financial institutions. The authority may
include in the regulations other remedies it considers appropriate as
alternatives to the discontinuance of purchasing loans from the finan-
cial institution.

* Sec. 14. AS 44.88.172(a) is amended to read:

(a) The economic development account is established in the
revolving fund. The economic development account consists of money or
assets appropriated, loaned, or transferred to the authority for
deposit in the account [,] and other money or assets deposited 1in the
account by the authority. While money is on deposit the gconomic
development account, the money [THE ACCOUNT] may be used only to
finance, acquire, manage, and operate development projects that the
authority intends to own and operate either solely or by partnership,
joint venture, or other agreement with another person. The term

HB0123B
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"operate" includes operation directly hry the authority [,] or by an
agent of the authority.
* Sec. 15. AS AA.88.535(b) is amended to rend:

(b) The authority may provide a guarantee from the fund for up
to 80 [70] percent of a loan that qualifies under AS AA.88.500 -
AA.88.599. The ratio of the guarantee to the owutstanding principal of
the loan may not increase over the term of the loan.

*Sec. 16. AS AA.88.5A5 is amended to read:

Sec. AA.88.5A5. LIMITATIONS OF GUARANTEES WITH RESPECT T0

BORROWERS. The authority may not provide a guarantee
(1) [A LOAN] of more than $1,000,000;
(2) [LOANS] to an individual' borrower that cumulatively

exceeds [EXCEED] $1,000,0.00 of guaranteed indebtedness.

*Sec. 17. AS AA.88.560- is amended to read:
Sec. AA.88.560. POWERS OF THE AUTHORITY. The authority may
(1) adopt regulations to implement AS AA.88.500 - AA.88.-
599;

(2) establish terms and conditions for loan guarantees and
refinancing agreements subject to the requirements of AS AA.88.500 -
AA.88.599;

(3) make and execute contracts and other instruments to
implement AS AA.88.500 - AA.88.599;

(A) charge

(i) one percent of the amount guaranteed for the
service it provides under AS AA.88.500 - AA.88.599; and

(i) any other reasonable fee that the authority may
establish by regulation;

(5) acquire real or personal property by purchase,

transfer, or foreclosure when the acquisition is necessary to protect

CSHB 123 (L&C) -10- HB0123B
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*

an interest in the fund; and

(6) exercise any other power necessary to implement AS 44.-

88.500 - 44.88.599]j,

(7) to the extent the authority considers it to be in its
best Interest to do so, use money in the businessassistance fund to
pay expenses relating, to the liguidation ofcollateral securing loans

guaranteed by the business assistance fund.
Sec. 18. AS 44.88.900(4) is repealed and reenacted to read:
(4) "development project" has the meaning given to "proj-

"

ect in (9)(A) of this section;

Sec. 19. AS 44.88.900(9) is amended to read:

(9) "project" means
(A) a plant or facility wused or intended for wuse
C(i)] in connection with making, processing, pre-
paring, transporting, or producing in any manner, goods,

products® or substances of any kind or nature or in connec-

v o tion with developing or utilizing a natural resource, or
extracting, smelting, transporting, converting, assembling?
or producing in any manner, minerals, raw materials, chemi-

cals, compounds, alloys, fibers, commodities and materials,
products™ or substances of any kind or nature;

[(Cii) AS AN INDUSTRIAL PARK; IN CONNECTION WITH
TRANSPORTATION; FOR THE PREVENTION, LIMITATION OR CONTROL OF
POLLUTION; FOR THE DISPOSAL OF SEWAGE OR SOLID WASTE; FOR
THE LOCAL FURNISHING OF GAS; FOR THE FURNISHING OF WATER; AS
OR IN CONNECTION WITH MASS COMMUTING VEHICLES; FOR LOCAL
DISTRICT HEATING OR COOLING; AS A PARKING FACILITY; OR AS A
STORAGE OR TRAINING FACILITY DIRECTLY RELATED TO A PLANT OR

FACILITY DESCRIBED IN THIS PARAGRAPH;]

HB0123B -11- CSHB 123(L&C)



(D) a plant or facility wused or intended for use in
connection with a business enterprise;
(C) commercial activity by a small enterprise;
* Sec. 20. AS 44.88.090(g), 44.88.090¢(i), 44.88.105(e), 44.88.105(9g),
44.88.157, 44.88.158, 44.88.159(c), 44.88.160, 44.88.172(b), 44.88.172(¢c),
44.88.175, 44.88.176, 44.88.212(a), and 44.88.900(3) are repealed.

* Sec. 21. This Act takes effect immediately under AS 01.10.070(c).

CSHB 123 (L&C) -12- HB0123B
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Senator Dick Ella?on
Room 41/, Capito
Juneau, Alaska 99811

Dear Senator Eliason,
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llan . R Johnston
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Dear Mr. Johnston:
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commodity-based bond Issues on international markets.
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commodites would have several advantages:

. Id serve ag a low-cost financing source for Ala§k
co mo y indexed bonds carry much lower interest rate than

April 22, 1988
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Sincerely yours



School of Management
Michael L. Rice. Dean

Univkrsity of Alaska Fairbanks
Fairoankfe, Alaska 99775

M. AIIaP R. Johnston
Regolon Manager
Wedbush Securities
(14 Fourth Avenue
Fairbanks Alaska 99701

Dear Allan,

| hav £ust regd YOUL report: oir rngexed sopa concept. TNE concePt |[°>a
sound one. Cleatl FastAsmn countries sucfl as Japan have a ver e%
Interest In assuring fong-run access to petroleum., r s?urces at reasona Ije
cost. Our gro em, {us as clearly, 1s one o a]ssurln _ong—Lun mar et% or
Alaska's tr1p eum Teserves ar] at reasonable mar mE. ThIS mmr ect .
oP_port %y or a new financial instrument to reduce the high volatility of ol
prices for foth parties.

The |ln I|cat|or}s of making a market in.the new instrument for the
development 8 Anc oragll_ ,asam[ad rlnterna%lona naanaI_cen%er are bé)th
nteres nhqa Possme. ISWOL1 e a benefit to Alas g uite above an
neyond tre oovious good financial effects on our oil-hased revenue.

am impressed with your icea. If there js any way the School of
z/rl]%r\}ege%went can !)e elpfu?m seeing tis |(Pe>é¥avegome a rea?lty please let me

Sincerely,

I\/I'K:ha]el Rice, Dean
School of Management
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February 2n, 1988

Mr. Allan R. Johnston
Vice President

Wedbush Securities, Inc.
1009 Cushman Street
Fairbanks, Alaska 99701

Dear Allan:

Thank you for forwarding to me a copy of Dr. Park’s paper "Advancing
Alaska’s Strategic Position in International Trade and Finance" as well as
your ideas for an oil-indexed bond.,

Although your proposal is still in its infancy, i believe your ideas
definitely merit further consideration. If Alaska is going to develop as an
economic hub of the Pacific Rim, a financial service center such as the one
proposed in Dr. Park's paper would be a good step in this direction.

With respect to your idea of an oil-indexed bond | believe that such an

instrument may also have potential. You will have to develop this idea
further, though, with representatives from the financial community, | would
like to be kept informed of your efforts in this regard. | appreciate your

interest in exploring new ideas that may lead to tho diversification of
m Alaska’s economy.

Once again, thank you for taking tho time to share your ideas with me.

Frtink (L Murkowski
United States Senator
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Financial StCntlury-Thaiurer

June 9, 1988

Allan R. Johnston

Wedbush Securities, Inc.
714 Fourth Avenue, #305
Fairbanks, Alaska 99701

Oear Allan:

The low-interest resource-backed bond proposal we discussed today

BT

PAIABA%%&\LASKA

sounds quite Tfascinating. If development projects were more economic
by your financing method, then it would seem natural that more jobs
would be created iIn the state. I would hope that the increased pro-*

fitability of these projects would encourage a fair wage for the
Alaskans employed by these projects, I support your endeavor 1n
pursuing alternative sources of capital to stabilize the Alaskan

economy. "

Please _.keep me advised on your progress and let me know if there

anything 1 can do to help.

S

Don swarner, bus. Kep./F.s

OKS:jF

Is
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January 10,

1989

Allan R. Johnston,
Wedbush Securities, Inc.
714 Fourth Avenue,
Alaska

Fairbanks,

Dear Allan:

Regional

Suite 305

99701

NATIONAL UNICN CF NCRTH AVERICA

FAIRBANKS OFFICE; 316 BARNETTE ST.. ALASKA 93701-4666. PHONE |907| 456-4584
JUNEAU OFFICE: 710 W, 9th AVE . JUNEAU, ALASKA 99801, PHONE |907) 586-2880

Manager

Thank you for stopping by and discussing your low interest

resource-backed bond proposal
then this financing vehicle should help increase employ-

correct,

ment opportunities as well

to existing projects.
that will

b

Laborers”

JJT/cs

with me. IT your assumptions are

as add more continuity and stability

I am certainly in favor of new ideas

create fair paying jobs for my members and 1°d like
you to;.keep me

Local

I can help

No.

informed on your progress.

in any way, please feel free to call on me.

942
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A United Association of Journeymen andlﬁﬁpprentices of the
Plumbing and Pipe Fitting Industry
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and ,wp« liciine iA.lm-.Nv  CITY. S u it 7.1f Fai rbanks, AlaSka 99709
C/Aft
November 14, 1988
Allan R. Johnston, Regional Manager
Wedbush Securities, Inc.
714 Fourth Avenue, Suite 305
Fairbanks, Alaska 99701
Dear Allan;
Congratulations on an interesting and innovative proposal. As you
are well aware, organized labor and the resource companies have
been at odds over local hire for sometime. IT your proposal is
valid then there should be more stability, job opportunities and
profitability in the natural resource industry which should benefit
everyone. The cyclical nature of the Alaskan economy in general
and the construction industry in particular requires that the
working man receive an adequate wage to carry him through the
substantial periods of unemployment. If your proposal can help
moderate the cyclical nature ofthe Alaskan economy and help
create jobs then please keep meposted on what you are doing and
how 1 can help.
Sincerely,
J. L. "Lenny"™ Arsenault, Business Manager
Financial Secretary - Treasurer
yee
Letter* should
be confined
XaRVIN J. DOEDI; CHAKIES d. HABIC M EDDIE MOOKE ILOUIS tI STINE be confined to

(Jrbsrv1 r.iu *t t?*iierot Srercfiiry*j"*radur«r Atil. O'tW.u/ t'ntulm t A.at. oV uTji 3ie'ii-jr,*Y'/twn'.e one subject
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CORPORATION
TRANS ALASKAGAS SYSTBM
November 9, 1988

Mr. Allan R. Johnston

Wedbush Securities,elInc.
4300 B street, Suite 105
Anchorage, Alaska 99503

Dear Allan:

Resource baaed bonding, as described in the material you
have shared wirh us, could be an important means to finance
long-term projects which depend on a certain market price
level for viability.

Energy prices have as you know, fluctuated widely 1in
recent years. For some projects that Alaska needs to get
started, resource based bonding might help disperse the
added risks of that volatility.

At the present time, 1 don T know if our company 1is interested
in using this form of financing for the Trans-Alaska Gas

System, However, it is j,n our interest to see that the option
remains available and we would appreciate being kept informed of
regulatory developments that could foreclose that opportunity.
Thank you for making us aware of this 1issue.

With best regards.

sincerely,

MT:mli
cc: Mr. E. John P. Browne

P.0 BOX 101700 «.ANCHORAGE, ALASKA 99510 = (907) 279-1536 ¢ FAX (907) 276-0055
900 WEST FIFTH AVENUE. SUITE 730 *ANCHORAGE, ALASKA 99501 <TELEX 25-340 CAPT. COOK AHG
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BPAmkhiCa Inc.
200 Public Squarc 40A
Clkvclano. Ohio 441 14-2375

®

August 22, 1908
Dear Allan:
Thank you for your recent letter concerning oil indexed
bonds. As the first issuer of these bonds back in 1986, I
was interested to learn of your proposal for oil indexed
bonds to be used for state financing.
The Standard issue consisted of fixed coupon debentures and
oil indexed warrants. The debentures have a 6.30% coupon
and were sold at 74.70% of par, The warrants return their
original cost plu3 an amount of interest contingent upon the
future price of West Texas Intermediate Crude Oil. Warrant
holders receive appreciation on a dollar-for-dollar basi3
for oil prices between $25 and $40 per barrel. Each 1«>90
warrant rcsprouonts 170 barrels or ol and matures on
December 15, 1990. Each 1992 note represents 200 bairrels of
oil and matures March 15, 1992. Eight debentures, one 1990
oil warrant, and one 1992 oil warrant were combined for sale
to the public as a $10,000 unit.
In my experience, oil indexed financing has provided low
cost debt during periods of declining or stable oil prices.
With Alaska's dependence on oil revenues, this financing
technique can provide a partial hedge against future oil
price declines. In the event that the State of Alaska was
interested in gaining some protection this way, you are
right to point to involving Alaska as an interested party
with the CFTC. As you are no doubt aware, the regulatory
environment has changed considerably since the standard
issue.
Please let me know if BP America can be of assistance in
this endeavor.

Yours sincerely
Mr. Allan R. Johnston
Wedbush Securities, Inc.
4300 B Street, Suite 105
Anchorage, Alaska 99503
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Resource-Based Bonding
AtsAlaska®s Capital Needs

A laska isas rich inopfortuni-
tes«3 it s in resources. Alaskans don™t
need to create new opportunities, just
capture a few that are passing ithy. The
state™s natural resource-based economy
s largely nondiversified and oil-depen-
dent. Al'though thiscreates problems, it
also offers unique opportunities.

Traditionally, Alaskans have fi-
nanced development projects and new
businesses with asubstantia) amount of
expensive fixcd-debt borrowings. Un-
fortunately, the state's nondiversified
economy lends itself to rather dramatic
changes in cash flows. Boom and bust
aspects of cash flow financing prevent
many potentially viable economic proj-
ects and businesses from taking root.

There arc- thousands of variations of
participating loans. Almost any varia-
tion is more appropriate then fixed-race
financing on new business ventures.
One type of participating loan gaining
more recognition in the United States is
the gold loan. Earlier this year, New-
mont Mining gave a major boost to the
credibility of this type of financing by
borrowing one million ounces of gold
from the Bank of Nova Scotia on a five;
year, 2.5 percent per year loan. This
financing was particularly significant
because it was twice the size of any
previous gold loan and longer than the
more common three-year loar.s.

Newmonc immediately sold the gold
for $477 million and was able to use this
inexpensive source of financing to refi-
nance other loans. Considering that
Newmont Mining should be able to
mine its gold at less than $150 per
ounce, the firm effectively has realized
a $300 million dollar gross profit. Of
course, Newmont has lost the potential
gain ifgold risesabove $477 on that one
million ounces of gold, but the opportu-
nity cost is insignificant compared to
the phenomenal risk-adjusted return it
had locked in.

This financing technique could make
anumber of Alaskan gold mining proj-
ects economical that otherwise wouldn't
justify the developmentrisks. The possi-
bility of funding the significant capital
requirements that it takes to develop a
major project and the ability to hire a
long-term stable work force with a rea-
sonably assured profit offers as many
positive benefits to affected comrnuni-

3L ALASKA BUSINESS MONTHLY

By Allan Johnston

ties as it does to the economics of
projects.

A much more discussed type of par-
ticipating loan is (he oil-indexed bond.
Alaskan legislators and administrators
have pondered the merits of this hedg-
ing mechanism for some time without
coming up with any politically accept-
able vehicle. Coineidencly, Standard Oil
Co., the parent firm of Alaska's largest
private oil producer, issued an oil-
indexed bond inJune 1956 when crude
prices hovered around $14 a barrel. The
securities were so enthusiastically
received that Standard increased the
issue's size to 300 million from, 250
million. The Aug. 25th issue of BUSINESS
Week stales, "Fur its part, Standard
reduces its burrowing cost without
increasing its risk."

The fundamental concept of an oil-
indexed bond is the creation of a fi-
nancing vehicle to counterbalance the
special needs and risks of an un-
balanced energy producer-such as
Alaska. The local buyer and cocreator
of such a vehicle would be an energy
deficient unbalanced energy user such
as Japan, Korea or Taiwan. For exam -
ple, Japan as an energy deficient coun-
try ishighly dependent on imported oil.
Projections for its industrial economy
are based on conservatively high prices
for oil to minimize- risks of rising energy
costs. Conversely, Alaska-an oil pro-
ducing state whose revenues aredispro-
portionately dependent on oil-bases
its state operating budget on aconserv-
atively low price for oil.

Oil indexed bonds would have lower
interest rates that serve Alaska's de-
velopment needs. But because the
resource-based interest rate would rise
to reflect any oil price increases, the
lender-and end user-would be pro-
tected as well. At the same time, Alas-
kan producers would be better able to
pay higher cost financing due to in-
creased oil revenues. If Alaska were to
follow Standard’s lead and issue some
type of low-interest oil-indexed bond,
and place it within an energy-deficient
industrial or insurance consortium in a
country such as Japan, Korea or Tai-
wan, the risk-adjusted return to both
the borrower and the lender could bo
mutually more attractive. The interna-

EASSHTIE

tional financial team established to
create and place thest* financial instru-
ments could evaluate other Alaskan
financial/business opportunities that
would be particularly attractive to
Pacific Rim financing.

A few potential spinoffs: low-interest
natural gas-indexed bonds for pipeline
construction, other natural resource
projects, international tourism develop-
mentsand, most importantly, (he broad-
ening of expertise of Alaskan financial
institutions.

If BP Mineral* were to use a similar
financing technique for its Creens
Creek gold operation, it possibly could
save $3-$ 10 million a year in financing
ensls (assuming a $225 million, live-
year, 2.5 percent gold loan), as well as
lend greater stability to the Alaskan
employment picture. Variations of the
financing technique also could boost
economic viability of projects such as
the Red Dog Mine, the Quartz Hill
molybdenum project south of Ketchi-
kan and almost any other type and size
of resource-related development.

Low-interest participating loans are
notgeared only tormega-projects need-
ing asubstantial amount of capital. The
financing technique actually is more
suitable for a $25,000 tourism loan or a
$500,000 small business loan. The
major drawback for these seed/venture
capital loans is that the lender generally
requires partownership of the business
financed. If the borrower defaults on
the loan, then the lender forecloses on
the business and attempts to find anew
manager to resurrect the venture.

Finding the appropriate lender with
a vested interest in the enterprise’ssuc-
cess can significantly increase the bor-
rower’s chance of making a go of it. For
example, a tour company might lend to
an historic tourist attraction or a retailer
toanew television station. The lending
companies notonly provide some initial
capital but frequently can share techni-
cal expertise. Additionally they often
can generate business for the new
enterprise.

AlUm_ li. Johnston is nice president
uné resilient mas|ut?fer o? \Rle(%us
Securities.)
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A review of this language revealed an oversight that should
IN2 corrected. The intent was that no new bonds of the Authority

would have any expressed language entitling the holders to the
moral obligation of the State of Alaska. A provision should have
been included which grandfathered 1in refunding bonds (a bond
issued to replace an already existing bond at no greater par
amount and normally at a lesser interest rate).

As interest rates have fallen, it i3 possible that the Authority
may at some future date desire to issue refunding bonds for some

of its outstanding debt. T /L- § '~ f¢ t L (o« StTT W
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