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C S  F O R  H O U S E  B I L L  N O .  4 9 2  ( L & C )

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

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

BY i'HE HOUSE LABOR AND COMMERCE COMMITTEE

Offered: 3/27/92 
Referred: Finance

Sponsor(s): REPRESENTATIVES MACLEAN, Lincoln, Ivan

A  B I L L  

F O R  A N  A C T  E N T I T L E D

1  " A n  A c t  r e l a t i n g  t o  c o l l a t e r a l  o f f e r e d  b y  v i l l a g e  c o r p o r a t i o n s  o r g a n i z e d  u n d e r  t h e  A l a s k a

2  N a t i v e  C l a i m s  S e t t l e m e n t  A c t  f o r  p u r p o s e s  o f  e l i g i b i l i t y  f o r  c e r t a i n  s t a t e  l o a n  a n d  l o a n

3  g u a r a n t e e  p r o g r a m s . "

4 B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

5 * S e c t i o n  1. P U R P O S E .  T h e  p u r p o s e  o f  t h i s  A c t  i s  t o  g i v e  e x p l i c i t  r e c o g n i t i o n  t o  u s e  o f  t h e

6  a n t i c i p a t e d  n a t u r a l  r e s o u r c e  r e v e n u e  p a y a b l e  u n d e r  4 3  U . S . C .  1 6 0 6 ( i )  ( s e c .  7 ( i ) ,  A l a s k a  N a t i v e  C l a i m s

7  S e t t l e m e n t  A c t )  t h a t  i s  s u b j e c t  t o  d i s t r i b u t i o n  u n d e r  4 3  U . S . C .  1 6 0 6 ( j )  ( s e c .  7 ( j ) ,  A l a s k a  N a t i v e  C l a i m s

8  S e t t l e m e n t  A c t )  b y  r e g i o n a l  c o r p o r a t i o n s  t o  v i l l a g e  c o r p o r a t i o n s  i n  o r d e r  t o  p e r m i t  t h e  v i l l a g e

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

1 0  g u a r a n t e e  p r o g r a m s :

1 1  ( 1 )  l o a n s  m a d e  f r o m  t h e  b u l k  f u e l  r e v o l v i n g  l o a n  f u n d  u n d e r  A S  4 4 . 8 3 . 6 0 0  -  4 4 . 8 3 . 6 5 0 ;

1 2  ( 2 )  l o a n  g u a r a n t e e s  p r o v i d e d  b y  t h e  b u s i n e s s  a s s i s  t a n c e  p r o g r a m  o f  t h e  A l a s k a  I n d u s t r i a l

1 3  D e v e l o p m e n t  a n d  E x p o r t  A u t h o r i t y  u n d e r  A S  4 4 . 8 8 . 5 0 0  -  4 4 . 8 8 . 5 9 9 ;

1 4  ( 3 )  t o u r i s m  r e v o l v i n g  f u n d  l o a n s  u n d e r  A S  4 5 . 9 0 ;
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1  ( 4 )  l o a n s  g u a r a n t e e d  u n d e r  t h e  f i s h e r y  p r o d u c t  r e v o l v i n g  l o a n  g u a r a n t e e  f u n d  o f  A S  4 5 . 9 2 ;

2  ( 5 )  l o a n s  g u a r a n t e e d  u n d e r  t h e  f o r e s t  p r o d u c t s  b u s i n e s s  l o a n  g u a r a n t e e  p r o g r a m  o f

3  A S  4 5 . 9 4 ;  a n d

4  ( 6 )  s m a l l  b u s i n e s s  l o a n s  u n d e r  A S  4 5 . 9 5 .

5  *  S e c .  2 .  A S  4 4 . 8 3 . 6 1 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

6  ( d )  I f  t h e  l o a n  a p p l i c a n t  i s  a  v i l l a g e  c o r p o r a t i o n  e s t a b l i s h e d  u n d e r  4 3  U . S . C .  1 6 0 1  - 1 6 4 2 ,

7  a s  a m e n d e d  ( A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t ) ,  t h e  A l a s k a  E n e r g y  A u t h o r i t y  o r  i t s  c o n t r a c t o r

8  s h a l l  c o n s i d e r  n a t u r a l  r e s o u r c e  r e v e n u e  p a y a b l e  u n d e r  4 3  U . S . C .  1 6 0 6 ( i )  ( s e c .  7 ( i ) ,  A l a s k a  N a t i v e

9  C l a i m s  S e t t l e m e n t  A c t )  a n d  s u b j e c t  t o  d i s t r i b u t i o n  b y  t h e  r e g i o n a l  c o r p o r a t i o n  t o  t h e  v i l l a g e

1 0  c o r p o r a t i o n  u n d e r  4 3  U . S . C .  1 6 0 6 ( j )  ( s e c .  7 ( j ) ,  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t )  a s

1 1  a c c e p t a b l e  c o l l a t e r a l  f o r  p u r p o s e s  o f  m a k i n g  t h e  l o a n .

1 2  *  S e c .  3. A S  4 4 . 8 8 . 5 3 5 ( a )  i s  a m e n d e d  t o  r e a d :

1 3  ( a )  T h e  a u t h o r i t y  m a y  g u a r a n t e e  a  l o a n  u n d e r  A S  4 4 . 8 8 . 5 0 0  -  4 4 . 8 8 . 5 9 9  i f  t h e

1 4  ( 1 )  l o a n

1 5  ( A )  i s  c o m m e r c i a l l y  r e a s o n a b l e ;

1 6  • ( B )  c o n t a i n s  a m o r t i z a t i o n  p r o v i s i o n s  s a t i s f a c t o r y  t o  t h e  a u t h o r i t y ;

1 7  ( C )  i s  s e c u r e d  b y  a d e q u a t e  c o l l a t e r a l ;  h o w e v e r ,

1 8  ( i )  i f  t h e  l o a n  a p p l i c a n t  i s  a  v i l l a g e  c o r p o r a t i o n  e s t a b l i s h e d

1 9  u n d e r  4 3  U . S . C .  1 6 0 1  -  1 6 4 2 .  a s  a m e n d e d  ( A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t

2 0  A c t ) ,  t h e  a u t h o r i t y  m a y  c o n s i d e r  n a t u r a l  r e s o u r c e  r e v e n u e  p a y a b l e  u n d e r

2 1  4 3  U . S . C .  1 6 0 6 ( i )  ( s e c .  7 ( i ) ,  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t )  a n d  s u b j e c t

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

2 3  4 3  U . S . C .  1 6 0 6 ( i )  ( s e c .  7 ( 1 ) .  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t )  a s  a d e q u a t e

2 4  c o l l a t e r a l  f o r  p u r p o s e s  o f  m a k i n g  t h e  l o a n ;  a n d

2 5  ( i j )  t h e  a u t h o r i t y  m a y  w a i v e  o n  a  c a s e - b y - c a s e  b a s i s  t h e

2 6  r e q u i r e m e n t  o f  c o l l a t e r a l  f o r  a  l o a n  g u a r a n t e e  o f  $ 5 0 , 0 0 0  o r  l e s s  f o r  w h i c h  t h e

2 7  p r o p o s e d  l o a n  a m o r t i z a t i o n  p e r i o d  d o e s  n o t  e x c e e d  f i v e  y e a r s ,  b u t  t h e  a b i l i t y  t o

2 8  w a i v e  t h e  r e q u i r e m e n t  o f  t h i s  s u b p a r a g r a p h  o r  t h e  g r a n t  o f  a  w a i v e r  d o e s  n o t

2 9  p r e v e n t  t h e  f i n a n c i a l  i n s t i t u t i o n  t h a t  h o l d s  t h e  l o a n  g u a r a n t e e d  b y  t h e  a u t h o r i t y

3 0  f r o m  r e q u i r i n g  r e a s o n a b l e  c o l l a t e r a l  f o r  t h e  l o a n ;

3 1  ( 2 )  n e t  c a s h  f l o w  f r o m  t h e  b o r r o w e r  p r o v i d e s  a d e q u a t e  c o v e r a g e  f o r  t h e  d e b t
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1  s e r v i c e  o n  t h e  l o a n ;

2  ( 3 )  t e r m  o f  t h e  l o a n  d o e s  n o t  e x c e e d  2 0  y e a r s ;

3  ( 4 )  l o a n  i s  o r i g i n a t e d  w i t h  a n d  s e r v i c e d  b y  a  s t a t e  c h a r t e r e d  o r  f e d e r a l l y  c h a r t e r e d

4  f i n a n c i a l  i n s t i t u t i o n ;

5  ( 5 )  p o r t i o n  o f  t h e  l o a n  n o t  g u a r a n t e e d  b y  t h e  a u t h o r i t y  i s  h e l d  b y  t h e  o r i g i n a t i n g

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

7  ( 6 )  l o a n  i s  m a d e  t o  a  b u s i n e s s  w i t h  a  m a j o r i t y  i n t e r e s t  h e l d  b y  s t a t e  r e s i d e n t s ;  a n d

8  ( 7 )  l o a n  g u a r a n t e e  p r o v i d e s  a  b e n e f i t  t o  t h e  b o r r o w e r .

9  *  S e c .  4 .  A S  4 5 . 9 0 . 0 3 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

1 0  ( g )  F o r  p u r p o s e s  o f  ( b )  o f  t h i s  s e c t i o n ,  i f  t h e  l o a n  a p p l i c a n t  i s  a  v i l l a g e  c o r p o r a t i o n

1 1  e s t a b l i s h e d  u n d e r  4 3  U . S . C .  1 6 0 1  -  1 6 4 2 ,  a s  a m e n d e d  ( A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t ) ,

1 2  " a c c e p t a b l e  c o l l a t e r a l "  i n c l u d e s  n a t u r a l  r e s o u r c e  r e v e n u e  p a y a b l e  u n d e r  4 3  U . S . C .  1 6 0 6 ( i )  ( s e c .

1 3  7 ( i ) ,  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t )  a n d  s u b j e c t  t o  d i s t r i b u t i o n  b y  t h e  r e g i o n a l  c o r p o r a t i o n

1 4  t o  t h e  v i l l a g e  c o r p o r a t i o n  u n d e r  4 3  U . S . C .  1 6 0 6 ( j )  ( s e c .  7 ( j ) ,  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t

1 5  A c t ) .

1 6  *  S e c .  5 .  A S  4 5 . 9 2 . 0 5 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

1 7  ( d )  F o r  p u r p o s e s  o f  ( a ) ( 2 )  o f  t h i s  s e c t i o n ,  i f  t h e  l o a n  a p p l i c a n t  i s  a  v i l l a g e  c o r p o r a t i o n

1 8  e s t a b l i s h e d  u n d e r  4 3  U . S . C .  1 6 0 1  -  1 6 4 2 ,  a s  a m e n d e d  ( A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t ) ,

1 9  " a c c e p t a b l e  c o l l a t e r a l "  i n c l u d e s  n a t u r a l  r e s o u r c e  r e v e n u e  p a y a b l e  u n d e r  4 3  U . S . C .  1 6 0 6 ( i )  ( s e c .

2 0  7 ( i ) ,  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t )  a n d  s u b j e c t  t o  d i s t r i b u t i o n  b y  t h e  r e g i o n a l  c o r p o r a t i o n

2 1  t o  t h e  v i l l a g e  c o r p o r a t i o n  u n d e r  4 3  U . S . C .  1 6 0 6 ( j )  ( s e c .  7 ( j ) ,  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t

2 2  A c t ) .

2 3  *  S e c .  6 .  A S  4 5 . 9 4 . 0 5 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

2 4  ( d )  F o r  p u r p o s e s  o f  ( a ) ( 2 )  o f  t h i s  s e c t i o n ,  i f  t h e  l o a n  a p p l i c a n t  i s  a  v i l l a g e  c o r p o r a t i o n

2 5  e s t a b l i s h e d  u n d e r  4 3  U . S . C .  1 6 0 1  -  1 6 4 2 ,  a s  a m e n d e d  ( A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t ) ,

2 6  " a c c e p t a b l e  c o l l a t e r a l "  i n c l u d e s  n a t u r a l  r e s o u r c e  r e v e n u e  p a y a b l e  u n d e r  4 3  U . S . C .  1 6 0 6 ( i )  ( s e c .

2 7  7 ( i ) ,  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t )  a n d  s u b j e c t  t o  d i s t r i b u t i o n  b y  t h e  r e g i o n a l  c o r p o r a t i o n

2 8  t o  t h e  v i l l a g e  c o r p o r a t i o n  u n d e r  4 3  U . S . C .  1 6 0 6 ( j )  ( s e c .  7 ( j ) ,  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t

2 9  A c t ) .

3 0  *  S e c .  7 .  A S  4 5 . 9 5 . 0 2 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

3 1  ( f )  F o r  p u r p o s e s  o f  ( a )  o f  t h i s  s e c t i o n ,  i f  t h e  l o a n  a p p l i c a n t  i s  a  v i l l a g e  c o r p o r a t i o n
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1  e s t a b l i s h e d  u n d e r  4 3  U . S . C .  1 6 0 1  -  1 6 4 2 ,  a s  a m e n d e d  ( A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t ) ,

2  " a c c e p t a b l e  c o l l a t e r a l "  i n c l u d e s  n a t u r a l  r e s o u r c e  r e v e n u e  p a y a b l e  u n d e r  4 3  U . S . C .  1 6 0 6 ( i )  ( s e c .

3  7 ( i ) ,  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t )  a n d  s u b j e c t  t o  d i s t r i b u t i o n  b y  t h e  r e g i o n a l  c o r p o r a t i o n

4  t o  t h e  v i l l a g e  c o r p o r a t i o n  u n d e r  4 3  U . S . C .  1 6 0 6 ( j )  ( s e c .  7 0 ,  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t

5  A c t ) .

CSHB 492(L&C) -4 -
N e w  T e x t  U n d e r l i n e d  [D E L E T E D  T E X T  B R A C K E T E D ]

HB0492b



S P O N S O R  S T A T E M E N T

CS HB 492 (L&C)

Representative Eileen P. MacLean

HB 4 9 2  g iv es  recogn ition  to anticipated 7 (i)  reven u es by v illa g e  
corporations as a source o f  collateral for participation in sp ec if ic  
s ta te  lo a n  and lo a n  g u a ra n tee  p ro g ra m s fo r  e c o n o m ic  
d e v e lo p m e n t .

U nder A N C S A , regional corporations are required to share 70%  o f  
n et rev en u es  from  d ev e lo p ed  tim ber and su b su rface  resou rces  
am on g  th e m se lv e s  and w ith  the v i l la g e  co rp o ra tio n s. T h ese  
shared resou rces have been  an im portant sou rce  o f in co m e for  
corporations w ithout resource revenues o f  their own.

A lth ough  m any v illa g e  corporations do not have ex cess  funds for 
d evelop m en t projects, som e w ill be able to m anage their funds so  
as to be able to plan for future projects. HB 4 9 2  w ill be helpful 
for th ose  v illa g e  corporations that have som e f le x ib ility  in their 
overa ll fin an cia l p lanning process.

S p ec ifica lly , HB 4 9 2  states that 7 (i)  revenue distributed to v illa g e  
corporations sh a ll be con sid ered  as accep tab le  co lla tera l for the 
purposes o f  determ ining e lig ib ility  in various state loan and loan  
gu aran tee  program s.

N o th in g  in sta te  law  currently  p rec lu d es v il la g e  corp oration s  
from  u sin g  7 (i)  revenu e as co lla tera l for state loan s. H ow ever, 
b e c a u se  7 ( i )  rev en u e  can be u n p red icta b le  and d if f ic u lt  to 
d eterm in e , th ey  have not been  sp e c if ic a lly  id en tified  in state  
statutes as collateral. This b ill is intended to raise the awareness 
o f  the ava ilab ility  o f  7 (i)  revenue as co lla tera l and to encourage  
v i l la g e  co rp o ra tio n s  to c o n s id e r  7 ( i)  r ev en u e  for  e co n o m ic  
d e v e lo p m e n t p ro jects.



T H E  V I L L A G E  C O R P O R A T I O N :

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

B y

R o s i t a  W o r l

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

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

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

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

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

w e r e  o f  l i m i t e d  d u r a t i o n  a n d  o p p o r t u n i t i e s  f o r  r u r a l  r e s i d e n t s .

T h e  2 0 0  l o c a l l y - b a s e d  v i l l a g e  c o r p o r a t i o n s  c r e a t e d  u n d e r  t h e  A l a s k a  

N a t i v e  C l a i m s  S e t t l e m e n t  A c t  o f f e r  t h e  p o t e n t i a l  f o r  l o n g  t e r m  

e c o n o m i c  d e v e l o p m e n t  i n  R u r a l  A l a s k a .  T h e y  a r e  d i s p e r s e d  

t h r o u g h o u t  A l a s k a ,  a n d  c o l l e c t i v e l y  t h e y  o w n  a p p r o x i m a t e l y  2 2  

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

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

b u s i n e s s  e x p e r i e n c e  w i t h  v a r y i n g  r e s u l t s  d u r i n g  t h e  p a s t  d e c a d e .  

G e n e r a l l y  t h e  b u s i n e s s e s  a r e  s m a l l  w i t h  l i m i t e d  e m p l o y m e n t .

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

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

S e c t i o n  7 ( i )  o f  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t .  S e c t i o n  

7 ( i )  r e q u i r e s  r e g i o n a l  c o r p o r a t i o n s  t o  p a y  o u t  7  0  p e r c e n t  o f  t h e i r  

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

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

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

o f t e n  t h e  7 ( i )  r e v e n u e s  a r e  u s e d  t o  s u s t a i n  c o r p o r a t e  g e n e r a l  a n d  

a d m i n i s t r a t i v e  c o s t s .  W h i l e  t h e  a m o u n t s  v a r y  a n d  a r e  g e n e r a l l y  

s m a l l ,  t h e y  r e p r e s e n t  a  s t e a d y  s t r e a m  o f  i n c o m e .  S e a l a s k a  h a s  p a i d  

n e a r l y  $ 6 0  m i l l i o n  i n t o  t h e  7 ( i )  s t r e a m ,  C I R I  s l i g h t l y  m o r e  t h a n  

t h a t  a m o u n t  w i t h  N A N A  a n d  D o y o n  a l s o  i m p o r t a n t  c o n t r i b u t o r s .  A s  

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

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

r e c e i v e  7 ( i )  r e v e n u e s .

T h e  s i g n i f i c a n c e  o f  t h e  v i l l a g e  7 ( i )  d i s t r i b u t i o n s  b e c a m e  a p p a r e n t  

t o  m e  w h e n  C I R I  m o v e d  t o  e s c r o w  c e r t a i n  7 ( i )  p a y m e n t s  i n  1 9 8 8 / 1 9 8 9 .  

T h e  S t a t e  ' h a d  i n i t i a t e d  a  s u i t  a g a i n s t  t h e  f e d e r a l  g o v e r n m e n t  

c o n t e s t i n g  C I R I ' s  r i g h t s  t o  c e r t a i n  o i l  r e v e n u e s ,  a n d  C I R I  m o v e d  t o  

e s c r o w  t h e  7 ( i )  m o n i e s  u n t i l  t h e  i s s u e  w a s  r e s o l v e d .  I  w a s  s e r v i n g  

a s  G o v e r n o r  C o w p e r ' s  S p e c i a l  S t a f f  A s s i s t a n t  f o r  R u r a l / N a t i v e  

A f f a i r s .  I n  t h a t  c a p a c i t y ,  s e v e r a l  v i l l a g e  c o r p o r a t i o n s  c o n t a c t e d  

m e  o u t l i n i n g  t h e  d i l e m m a  t h e y  f a c e d  w i t h o u t  t h e  7 ( i )  r e v e n u e s .  I  

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

r e c e i v e d  f r o m  C I R I ' s  7  ( i ) p a y m e n t ,  a n d  t h e  v i l l a g e  c o r p o r a t i o n s  

i n f o r m e d  m e  o f  t h e i r  u s e  o f  t h e  7 ( i )  m o n i e s .

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

c o r p o r a t i o n s  a p p e a r e d  t o  u s e  t h e  7 ( i ) r e v e n u e s  t o  s u s t a i n  t h e i r



h e a d q u a r t e r s .  I  t h o u g h t  i t  w a s  u n f o r t u n a t e  t h a t  t h e y  d i d n ' t  

l e v e r a g e  t h e  7 ( i )  r e v e n u e s  t o  s u p p o r t  t h e i r  e n t r y  i n t o  a c t i v e  

b u s i n e s s  i n v e s t m e n t s .  T h e  s i n g l e  7 ( i )  p a y m e n t  i s  p r o b a b l y  n o t  

a d e q u a t e  t o  a l l o w  e n t r y  i n t o  a  b u s i n e s s .  H o w e v e r ,  a  v i l l a g e  

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

b o r r o w  a g a i n s t  f u t u r e  7 ( i ) r e v e n u e s .

A s  a  b o a r d  m e m b e r  o f  a  r e g i o n a l  c o r p o r a t i o n ,  I  w a s  r e c e n t l y  

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

u s e  i t s  7  ( i )  r e v e n u e s  t o  s e c u r e  a  s i g n i f i c a n t  l o a n  ( i n  t h e  $ 1 0  

m i l l i o n  r a n g e ) . S e v e r a l  r e g i o n a l  c o r p o r a t i o n s  s i g n e d  a  c o l l a t e r a l  

n o t e .  T h e  l o a n  h a s  b e e n  o r  i s  n e a r  r e p a i d .  W h i l e  t h i s  7  ( i )  

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

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

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

I t  i s  m o r e  t h a n  l i k e l y  t h a t  m o s t  v i l l a g e  c o r p o r a t i o n s  l a c k  

i n v e s t m e n t  a n d  g r o w t h  f u n d s  t o  e n t e r  l a r g e r  b u s i n e s s e s .  D a t a  a r e  

n o t  a v a i l b l e  t o  p r o j e c t  t h e  a m o u n t  o f  7 ( i )  r e v e n u e s  t h a t  v i l l a g e  

c o r p o r a t i o n s  w i l l  r e c e i v e .  H o w e v e r ,  g i v e n  t h e  n a t u r e  o f  t h e  

s p o r a d i c  p a y m e n t s  o f  7  ( i ) m o n i e s  t o  v i l l a g e  c o r p o r a t i o n s ,  f i n a n c i a l  

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

a c t i v i t y  w i t h o u t  f u r t h e r  a s s u r a n c e s  o r  a  c o l l a t e r a l .  I t  i s  i n  t h i s  

a r e a  t h a t  t h e  S t a t e  m i g h t  e x p l o r e  h o w  i t  w o u l d  b e  a b l e  t o  p r o v i d e  

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

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

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

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

w o r k  w i t h  v i l l a g e  c o r p o r a t i o n s .  T h e y  h a v e  a  c o r p o r a t e  s t r u c t u r e  i n  

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

t h a t  a t  t h i s  t i m e  h a v e  a n  u n k n o w n  v a l u e .
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F e b r u a r y  25, 1992

R e p r e s e n t a t i v e  E i l e e n  P a n i g e o  M a c L e a n  

C o - C h a i r  H o u s e  F i n a n c e  C o m m i t t e e  

B o x  V

j - n e a u ,  A l a s k a  9 9 8 1 1

T h a n k  y o u  f o r  s e n d i n g  c o p i e s  o f  y o u r  b i l l s  c o n c e r n i n g  t h e  A N C S A .  

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

i m p r o v e  t h e m .

W e  h a v e  s u c h  a  s m a l l  s t a f f  t h a t  i t  i s  d i f f i c u l t  t o  k e e p  u p  w i t h  

w h a t  i s  h a p p e n i n g  i n  t h e  S t a t e  L e g i s l a t u r e ,  s o  I  w a s  q u i t e  p l e a s e d  

t o  r e c e i v e  y o u r  l e t t e r  a n d  r e q u e s t  f o r  c o m m e n t s .

T h e  D r a f t  B i l l  w h i c h  w o u l d  " r e c o g n i z e  t h e  u s e  o f  a n t i c i p a t e d  7 ( i )  

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

c o r p o r a t i o n s  t o  e n g a g e  i n  e c o n o m i c  d e v e l o p m e n t  p r o g r a m s  i n  s t a t e  

l o a n  a n d  l o a n  g u a r a n t e e  p r o g r a m s "  i s  a n  e x c e l l e n t  i d e a .  M a n y  o f  

t h e  v i l l a g e s  i n  t h e  A l e u t  r e g i o n  a r e  s t r u g g l i n g  t o  o b t a i n  S t a t e  

f u n d s  f o r  e c o n i m i c  d e v e l o p m e n t  p r o j e c t s ,  a n d  t h i s  D r a f t  B i l l  w o u l d  

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

T h e  A l e u t  C o r p o r a t i o n  s u p p o r t s  H B  3 1 5  t o  c o n t i n u e  t h e  r e s t r i c t i o n s  

o n  t h e  a l i e n a b i l i t y  o f  A N C S A  s t o c k  i n d e f i n i t e l y .  A s  a  s m a l l  

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

t h r e a t  t o  t h e  f u t u r e  o f  o u r  C o r p o r a t i o n .

I  w i s h  y o u  s u c c e s s  i n  y o u r  e f f o r t s  t o  a s s i s t  t h e  A N C S A  c o r p o r a t i o n s  

a n d  t h a n k  y o u  f o r  t h e  t i m e  y o u  h a v e  t a k e n  t o  k e e p  u s  i n f o r m e d .  I  

k n o w  h o w  v e r y  b u s y  y o u  a r e .

S i n c e r e l y ,

D e a r  R e p r e s e n t a t i v e ^ M a c L e a n

A l i c e  P e t r i v e l l i  

P r e s i d e n t

▲

4000 Old Seward Hwy., Suite 300 Anchorage, Alaska 99503 (907 )561-4300 FAX (907) 563-4328



U n i v e r s i t y  or A l a s k a  A n c h o r a g e , I n s t i t u t e  o f  S o c i a l  a n d  E c o n o m i c  R e s e a r c h Page 11

are continuing major business expansions and active 
participation in the oil and gas industry. They may not 
consider securities a major source oflong term earnings.

Our review of the combined asset base of the regional 
corporations leaves one big question unanswered: As­
suming that the IRS ultimately approves most of the 
corporations' NOL sales, what will CIRI, Doyon, and 
Sealaska do with the combined S225 million they are 
holding in escrow?-'* What they choose to do with that 
huge amount of cash will have a major effect on the future 
finances of each.

Financial Results
We've seen a glimpse of the business strategies the 

corporations used through 1990. Now' we look at how 
those strategies translated into income. We consider four 
major sources of income from 1974 through 1990: (1) 
business operations, (2) securities, (3) resource revenues, 
and (4) proceeds from sales of net operatinglosses (NO Ls). 
First we talk in some detail about the corporations special 
sources of income— resource revenues and proceeds 
from NOL sales. Then we show how all four sources 
added up to total net income produced through 1990.

S p ec ia l S o u rces  o f  In co m e  

R e s o u r c e  R e v e n u e s

All the corporations have looked for natural resources 
on their lands, and a few have been very successful in 
developing them. Resource development is risky, partly 
because extracting resources in Alaska is expensive and 
resource prices can change quickly. In many cases, the 
corporations chose to limit their risk by leasing their lands.

The corporations’ success in developing natural re­
sources is reflected in the revenues shared under sections 
7(i) and 7(j) of ANCSA. Congress recognized that some 
regions would have more natural resources than others. 
So it required the regional corporations to share 70 
percent of net revenues from developed timber and 
subsurface resources among themselves and with the 
village corporations and urban and at-large shareholders. 
The example box explains the process.

Figure 5 shows how net resource revenues were 
generated and shaved among the regional and village 
corporations from 1976 through 1991.9

•The regional corporations generated $398million in net 
resource revenues from 1976 through 1991.

R evenue Sharing Process
Tomake the numbers simple, we assume a hypothetical 

corporation with 20 percent of total shareholders. The 
shares of the actual regional corporations depend on their 
percentages of total shareholders.

The hypothetical corporation first subtracts its expenses 
to determine net revenues, and then keeps 30 cents of each 
dollar.10 The remaining 70 cents is put into a pool which 
is divided among all twelve regions. With twenty percent 
of the shareholders, the hypothetical corporation gets 20 
percent of this pool (14 cents). The othereleven corporations 
get the rest (56 cents). Next, all twelve corporations pay 
half of their shares of the pool money to their village 
corporations and to their urban and at-large shareholders. 
The other 11 regional corporations pay their village 
corporations 28 cents and keep 28 cents, likewise, the 
hypothetical corporation splits its 14 cents in half, paying 
7 cents to its village corporations and keeping 7 cents.

At the end, the hypothetical corporation keeps 37 
cents—its original 30 cents, plus its share of the other 70 
cents. The village corporations in the hypothetical region 
receive 7 cents. The othereleven regional corporations get 
28 cents, and their village corporations get -28 cents.

• CIRI, Sealaska, and Arctic Slope (ASRC) generated 95 
percent of the total net resource revenues through 1991. CIRI 
contributed $187 million, Sealaska $135 million, and 
ASRC $56 million. To get the money, CIRI and ASRC sold 
oil and gas leases; Sealaska sold timber.

• After sharing, the regional coiporations kept $258 
million (or 65 percent) of net resource revenues and the village 
corporations received $139 million (35 percent).

• Shared resource revenues have been an important 
source of income for the corporations without resource rev­
enues of their own. Aleut, Bristol Bay, Bering Straits, Calista, 
Chugach, and Koniag generated very little or no resource 
revenues but collected more than $60 million.

• ASRC has collected over $30 million in revenues from 
an oil lease in the Arctic National Wildlife Refuge— but it 
doesn't have to share them. ASRC acquired subsurface rights 
in ANWR under a 1984 land trade with the federal 
government. In making the trade, ASRC did not give up 
any resources subject to 7(i) sharing—and the 7(0 settle­
ment agreement (signed by all the corporations in 1982) 
says that if no 7(i) resources are given up in a trade, no 7(i) 
obligations apply to the lands received. So if other corpo­
rations hope to benefit from any future development in 
ANWR, they will have to negotiate their own trades (and 
several are currently attempting to do so).
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F i g u r e  5 .  E s t i m a t e d  N e t  R e s o u r c e  R e v e n u e s  G e n e r a t e d  a n d  R e c e i v e d

b y  C o r p o r a t i o n s ,  1 9 7 6 - 1 9 9 1

( I n  m i l l i o n s  o f  d o l l a r s )

R e v e n u e s  G e n e r a t e d

CIR I S187 Sealaska S135 ASRC S56 NANA S I l  Doyon S7
f

/

Oilier Corps.
, '  Aluna 

Aleui
Bering Straits 
Bristol Ray 
Calisiu 
Chugach 
Koniai’

R e v e n u e s  R e t a i n e d  

a n d  R e c e i v e d

Regional Corps. Diltercncc between 
Revenues Generated Village Corps.

and Retained/Received
CIRI 68 -119.0 Ahtna $2
Sealaska 70 -65.0 Aleut 6
ASRC 24 -32.0 ASRC 7

Bering Straits 10
Ahtr.a 2 +1.4 Bristol Bay 12
Aleut 6 +5.9 Calista 25
Bristol Bay . 12 +11.6 Chugach 4
Bering St 10 +9.9 CIRI 12
Calista 25 +25.0 Doyon 17
Chugach 4 +4.0 Koniag 6
Doyon 19 +12.0 NANA 9
Koniag 6 +5.7 Sealaska 30
NANA 12 +1.0

Total: $258 Total: S 139

S I .3
0 . 0

0 . 0

0.04

0.4
0

0

0.3

Source: Estimaled by author based on receipts data provided by CIRI, and cross-checked with available annual report data. Actual 
amounts may differ due to the timing of cash payments and changes over time in regional enrollment percentages.

Revenues Generated are net resource revenues (revenues after expenses are subtracted) generated within each region from 1976 
through fiscal year 1991 and subject to the sharing provisions of ANCSA sections 7(i) and 7(j)

Revenues Retained and Received are the final disposition of the generated revenues. Only regional corporations generate revenues 
subject to 7(0 distribution. Village corporations and urban and at-large shareholders receive a portion of those revenues. Regional 
corporations retain a port.m oj'7(i) revenues they generate and receive shares from other corporations.




