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FISCAL NOTE «

STATE OF ALASKA BELL NO. SB 171

1993 LEGISLATIVE SESSION

Revision Date:

>»

Department Affected: Commerce and Economic Development

Title: An Act relating to the contracting and BRU: AIDEA

financino authority of AIDEA and extending a program. Component: AIDEA
Sponsor: Senator Pearce

Requestor: Senator Pearce COMPONENT SERIAL NO.

EXPENDITURES/REVENUES:

OPERATING FY oA FY 95 FY 9% FY 97 FY 98
PERSONAL SERVICES 0 0 0 0 0
TRAVEL 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0
SUPPLIES 0 0 0 0 0
EQUIPMENT 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0
MISCELLANEQOUS 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0
CAPITAL 0 0 0 0 0
REVENUE
FUND SOURCE: 0 0 0 0 0
FUNDING:

1002 Federal Receipts 0 0 0 0 0
1003 GF Match 0 0 0 0 0
1004 GF 0 0 0 0 0
1005 GF/Program Receipts 0 0 0 0 0
1006 GF/MHT1A 0 0 0 0 0
OTHER 0 0 0 0 0
TOTAL 0 0 0 0 0
POSITIONS:

FULL-TIME 0 0 0 0
PART TME 0 0 0 0 0
TEMPORARY 0 0 0 0 0

Estimate of current year (FY 93) impact:
ANALYSIS: (Attach a separate page if necessary.)
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Bonds of AIDEA will be sold to finance the Anchorage pubiic-use aircraft fueling facilities and will have no fiscal impact on the General Fund. The
Business Assistance program is a guarantee program on bank originated loans and with careful oversight should have no fiscal impact on AIDEA.

Prepared by:  William R. Snell, Executive Director Phone: 56t-8050
Division: AIDEA ' Date: March 22,1993

Approved by Commissioner Paul Fuhs
Agency: Commerce and Economic Development (1Y n Date: March 22, 1993

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office
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Alaska State Legislature

During Session:
State Capitol
Juneau. AK 99801-1182
(907) 465-4993
Fax (907) 465-3872

During Interim:

3111 C Street. Suite 150
Anchorage, AK 99503-3925
(907) 561-2038
Fax (907) 561-4194

Senator Drue Pearce
District F

Sponsor Statement for Senate Bill 171
AIDEA Bonds

If enacted, SB-171 would achieve four things. Section one of the
bill gives legislative approval to the Alaska Industrial
Development and Export Authority to authorize the issuance of
revenue bonds, up to $40 million, to finance the acquisition,
design, and construction of public use aircraft fueling
facilities located at Anchorage International Airport.

Section two of the bill gives legislative approval to AIDEA to
authorize the 1issuance of bonds, up to $50 million, to finance
the acquisition, design, and construction of a port facility
located at Point MacKenzie to further the development and
operation of a direct iron ore processing facility.

Section three of the bill g~"es legislative approval to AIDEA to
authorize the 1issuance of bonas, up to $50 million, to finance
the acquisition, design, and construction of a seafood
processing, storage, and loading project located in Anchorage.

Section four of the bill extends the sunset date of AIDEA"s
Business Assistance Fund to July I, 1996 from the current sunset

date of July 1, 1993.
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SB 171: "An Act relating to the contracting and financing
authority of the Alaska Industrial Development and
Export Authority, giving approval of the issuance of
the authority’s revenue bonds, and delaying the
termination date of the authority’s business
Sssistance program; and providing for an effective

ate.

The bill as proposed provides authority for the Alaska Industrial Development
and Export Authority (AIDEA) to issue up to $40,000,000 in bonds to finance
the acquisition, design, and construction ofpublic use aircraft fueling facilities
at the Anchorage International Airport. The bill also provides a procurement
exemption under AS 36.30 as allowed under AS 36.30.850(b)(8). This would
authorize AIDEA to work through the Anchorage P@eling and Service
Company (ASFC), the owner of the existing fueling facilities, to obtain
information and services to develop a finance plan, and to manage the design
and construction of the project. Design and construction contracting will be
performed on a competitive basis.

The purpose of the project is to construct a new jet fuel storage tank farm and
distribution system to accommodate future projected airline growth. The
existing facilities are old, potentially unreliable and out-of-date as to
environmental safety. In addition, the site of ASFC 3§ existing system is
required for airport expansion which includes roadway/traffic improvements.

The bill also extends the sunset date of the Authority $ business assistance
programuntil July 1,1996. The program provides an 80 percent guarantee on
bank originated loans up to $1 million. The business assistance progranm is a
helpful financial "tool" to assist in the development and expansion of small
businesses throughout Alaska. In addition, the business assistance program
is key to facilitating the newly created Rural Development Initiative Fund
(RDIF) which is operated jointly through the Department of Community and
Regional Affairs and AIDE/ 1The RDIF was designed to assist rural Alaskan
entrepreneurs who may not currently be served by commercial financial

institutions.

A1DEA fully supports SB 171.

Naul Fuhs, Comnaissioner7-

cf - ?J
Date
dgl/161pp/aidea
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ALASKA INDUSTRIAL DEVELOPMENT
AND EXPORT AUTHORITY

480 WEST TUDOR « ANCHORAGE. ALASKA 99503-6690 ¢ (907) 561-8050 « FAX (907) 561-8998

PROJECT FACT SHEET:  Anchorage Fueling and Service Company
Tank Farm and Distribution Facilities

DATE: November 25,1992

STATUS: The Legislature failed to act on bonding authority for this project in 1992.
AIDEA may seek bonding approval in 1993

PROJECT BUDGET: $40 million
SOURCE OF FUNDS: Revenue bonds sold by AIDEA

PURPOSE: To construct a new jet fuel storage tank farm and distribution system in order
to accommodate future airline growth. The site of the eX|st|n%_S)éstem is needed for airport
expa]gsmn. Existing facilities are also old and potentially unreliable or environmentally
unsafe.

PARTICIPANTS: AIDEA may finance the relocation and construction of the new tank
farm and dismbution system at Anchorage International Airport.

BACKGROUND: The existing tank farm and distribution facilities must be removed due
to planned airport expansion and roadway/traffic improvements at the airport. The existing
facilities also cannotaccommodate future airline growth and old pipelines should be
replaced to guarantee an uninterrupted sup}%Iy ofjet fuel to the alrizlort and to eliminate the
possibility of an environmental problem. The new facilities would be modem, efficient,
safe, and environmentally sound

ECONOMIC EFFECTS: The new facilities would support increased activity at Anchorage
International Airportand ensure a stable work environment for more than 100 employees.

SOCIAL EFFECTS: The project would ensure continued fuel service to the airport, while
also ensuring operations that are safe to the environment and to workers.

SCOPE OF PROJECT: The new tank farm would consist of three 100,000-barrel tanks,
pumps, filters, operations building, and an on-ramp truck loading island New ﬁ)iping
would be laid to tie into the Nikiski pipeline, replace the Port of Anchorage pipeline, and
reroute the hydrant fueling system piping. The project would also include demolition of
existing facilities and any necessary environmental remediation.
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AFSC PROJECT BUDGET/SCHEDULE

NEW TANKS, PUMPING FACILITIES,
PIPELINES

PLANT NO. 5 DEMOBILIZATION

NEW OPERATIONAL BASE AND GARAGE

PLANTS NOS. 2 & 3 DEMOBILIZATION
SUBTOTAL

BOND SALE COSTS, RESERVES,
CAPITALIZED INTEREST

TOTAL

BUDGET

$20

$10

$40

MILLION

MILLION

MILLION

MILLION

MILLION

MILLION

MILLION

SCHEDULE

1993-95

1994-95

1995-97

1996-97



AIDTSADUE DILIGENCE (AS 44.88)

FINDINGS TO INCLUDE:

1. PROJECT IS ECONOMICALLY ADVANTAGEOUS TOTHE STATE AND
PUBLIC WELFARE.

2. AFSC IS FINANCIALLY RESPONSIBLE
* AIRLINE CREDIT ANALYSIS - BY PUBLIC FINANCE MANAGEMENT

3. PROJECT IS FINANCIALLY FEASIBLE
* FEASIBILITY ANALYSIS BY KPMG-PEAT MARWICK

4. EMPLOYMENT CREATION/RETENTION
5. COMPLIANCE WITH LAW

6. BONDS WILL NOT ADVERSELY AFFECT OTHER CREDIT [INSTRUMENTS
OF THE STATE

7. OTHER REQUIREMENTS OF AS 44.88



KEY PROJECT BENEFITS

ANCHORAGE INTERNATIONAL AIRPORT FUEL STORAGE RELOCATED -

NEW, MODERN, ENVIRONMENTALLY IMPROVED SYSTEM

AIRPORT FUEL STORAGE INCREASED FROM 2 MIL. GALLONS TO 12
MIL. GALLONS.

SYSTEM SIZED FOR GROWTH - ASSISTS AIRPORT MARKETING

CONSTRUCTION EMPLOYMENT - MULTIPLE YEAR CONSTRUCTION

STABILIZED OPERATION EMPLOYMENT

AITRPORT AUTO TRAFFIC FLOW IMP.
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4 £ MAPCO ALASKA PETROLEUM inc.
March 22, 1993

*Jr. William R. Snell
Jxecutive Director

.. I1DEA

430 West Tudor
Anchorage, AK 99503

Dear Mr. Snell:

I am writing this letter to express MAPCO ALASKA PETROLEUM Inc."s
(MAPCQO) support for the newly proposed aircraft fueling facilities
at the Anchorage International Airport. it is MAPCO1s
understanding that the facilities will be financed by the Alaska
Industrial Development and Export Authority (AIDEA) and operated by
the Anchorage Fueling and Service Company, the opera®"-or of the
facilities which are in existence today.

MAPCO feels this fueling project will be a valuable addition and is
needed to modernize the fueling system at the Anchorage
International Airport. The planned modification will address the
increased fueling requirements of cargo operators.

MAPCO supports this project in part as we Teel it will allow
substantially improved operational methods of delivery for our
product. A pipeline from the Port of Anchorage, rather than the
current daily railcar deliveries, will enhance our productivitv and
ability to deliver jet fuel to our customers.

MAPCO 1is encouraged by the State®"s support of economic development
within Alaska and encourage ecc."raic development. The new fueling
facilities at the Anchorage International Airport not only should
provide a stable and safe work environment for those employees who
directly or indirectly serve the airport, but also provides
improved infrastructure necessary to promote Alaska as an
international air crossroad and destination.

I hope this addresses your concern and should you have any
additional questions please feel free to let me know.

Sincerely,

Aviatiorr Fuel Sales Manager
/bg

C:\WP\DATANAIDEA

1076 OCEAN DOCK ROAD = ANCHORACE. ALASKA 99501-1199
PHONE (907) 276-1100 = TELECOPY (907) 276-3583
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womesimnes . serrae: NORTHWEST AIRLINES

Department A4195 612 726-4S51 Fax
5111 Nci'tluvest Drive
5L Paul, ,Vh\ 55111-3034

April 2, 1993

Mr. William R. Snell
Executive Director
Alaska Industrial Development and Export Authority

480 West Tudor
Anchorage, AK 99503

Dear Mr. Snell:

This letter is to express our support for your assistance in obtaining state funding for a proposed
new fuel facility at the Anchorage International Airport.

Northwest Airlines has an extensive base of operations in Anchorage: in 1992, our payroll to
Alaska employees was approximately S2,432,000, and our property and fuel taxes were
5673,500. We delivered 92,000 thousand passengers and originated/terminated 12.6 m illion
pounds of cargo. (We average five 747’s per day stopping in Anchorage, each dedicated solely to
cargo.) Ourconcession fees at the Anchorage airport exceed 5950,000 per year.

Perhaps most importantly foi purposes of this discussion, we purchased approximately
532,000,000 in jet fuel from Alaska refiners and fuel vendors.

Controlling costs for these operations is crucial to our continued levels of service in Alaska. The
expenses for handling the fuel at the Anchorage airport are of critical concern to us, as we have
clearly identified a major modernization project that nuisi be undertaken.

We strongly appreciate your continued assistance in developing the legislative support to obtain
financing for this project

Sincerely,

N\dhaxf
Thomas L. Schaefer

cc. Fred KeUxback. Chairman of the Board, Anchorage Fueling and Service Company
Executive Committee, Anchorage Fueling and Service Company
Tom Mushovic, General Manager, Signature Flight Support
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April 2, 1993

Mi'. Riley Snell

Executive Director

Alaska Industrial Development
and Export Authority

480 West Tudor

Anchorage, AK 99503

Dear Mr. Snell:

| appreciate the time you have taken to meet with members of Anchorage Fueling
and Service Company to discuss the problems associated with the required
relocation of the tank farm at Anchorage International Airport. While the
preferred airline alternative would be to maintain the status quo, such an
alternative appears to be closed.

As you are aware, fuel constitutes one of the most significant expenses an airline
incurs and without a highly efficient system, not only will the cost for the airlines
increase but the competitiveness of Anchorage International will also suffer.

While significantly greater volumes of fuel are uplifted by the international
carriers any interruption or increased costs will likewise impact the local
carriers. As of late the domestic carriers have been incapable of passing on
higher costs, much less their ongoing operating costs, to the traveling public,
absorbing them instead as losses. Any increase in costs will merely compound
this already dismal situation.

Any assistance the Authority can provide for this required relocation of the tank
farm will be very much appreciated.

Director, Project Financing

(907) 243-1414 * 1300-544-0101 = Telex: 090-25274 MARKAIR AHG
P.0. Box 196769 = 4100 W. International Airport Raad = Anchorage. Alaska 99519-6769
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CONSOLIDPTED FREIGHTUJRVS, IfIC.

April 1, 1993 Via Fax
Fax 907-248-3360
Attn: Tom Mushov®c

Mr. William R. Snell

Executive Director

Alaska Industrial Development and Export Authority
c/o AFSC

Dear Mr. Snell:

We at Emery Worldwide are vitally interested in the upgrading of the Anchorage
International Airport Jet Fuel Storage and Delivery System. Anchorage is the preferred
"tech stop” on our flights to/from the North Pacific area and an efficient aircraft fueling
system is a critical component.

We’re also very pleased that AIDEA is supporting our efforts for Alaska state funding
of this upgrading project.

Thank you for your support.

Sincerely,

Thomas A. Mayer
Manager
Aviation Fuel Purchasing

TAM/bon
107.127

cc: Fred Ketzeback - Alaska Airlines - SEA

1020 MAfISW RCJAU. SUITS 20C. Mt-NI.O pm-x CA ycyiS (m2; 227 0730
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March 31, 1993

The Honorable Drue Pearse
Co-chair Senate ?inance Committee
State Capitol Building

Juneau, Alaska 99801

Dear.Senator Pearse:

Alaska Airlines fully supports SB 171 authorizing the Alaska Industrial
Development and Export Authority to issue up to $40 million in bonds

to design and construct a new jet fuel storage facility at Anchorage
International Airport

These facilities are necessary to ensure an adequate supply of jet fuel to
support domestic and international air traffic at Anchorage
International Airport They would also provide a reliable and

environmentally sound fuel storage and distribution system for many
decades.

A reliable jet fuel supply/distribution system is required at any major
airport as it is the liteline for any airline operation. An inadequate jet
fuel system constricts an airport and any potential for growth for the
surrounding communities it supf)orts. Anchorage International
Airport is the major international airport in the State of Alaska as well
as the primary hub for flights between the lower 48 and outlying
Alaska communities for domestic airlines. Anchora™ i International
Airport's continued success benefits the State of Alaska as a whole by
attracting passenger and cargo air carriers generating visitors and jobs.

Sincerely,
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BERING SEA
PRIBILOF
HEIDEN
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April 2, 1993
AIDEA

>>i

Mr. William R. Snell
Executive Director

AFSC Request for
Funding through AIDEA

AFSC and the Anchorage Airport in turn is in need of funding
through your facility so as not to delay this tank farm expansion to
proceed as soon as possible. At present the airport fuel is supplied
by a small fuel line from Anchorage dock, which has been in service
for many years, and by railroad tank cars. Should something happen
to this iuel line under present useage the airport would be in a bad

way for iuel.

With the new proposed tank farm it will be able to tie into the
much larger newer pipeline from Nikiski to the Anchorage dock. This
will cut down the delivery time of fuel to the airport and eliminate
the troublesome use of railroad tank cars that are necessary now.

As a long time operator at Anchorage International Reeve Aleutian
Airways, Inc. wholeheartedly support this request of AFSC and hope you
will look favorably to a very necessary worthwhile project.

Respectfully,
REEVE ALEUTIAN AIRWAYS, INC.

~

Robert L. Hanson
Sr. Vice President of 45 yc«.rs

ANCHORAGE

P 1Trnu 1 ti/lmiai «innnnT nr\  Akir'UnDAAMAIC Al ACU’A GOAOO "1THO 1
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United Parcel Service 4GC Perirnets: Cemer - Terraces North
Atlanta, GA 3C346
(404) 313-6000

April 1, 1993

o -\
- #.»
Mr- William R- Snell
c/o Tom Mushovic
Signature Aviation
Anchorage Alaska
Dear Mr. Snell CHRLEYE
United Parcel Service has seen its Anehoragei-jhir®? . os
operation grow signiticahtly over the" years with aarf/most®™.A--;. .
recent expansion-heihg a.;hew facility atv-_tiite-./Sortti™LAii:.""Y=s,
Pert. Our jet <ieli consumption likewise has" increased:- ;.
significantly to natch the increase in flightuacfeivifcyi
We are very supportive of the effort of the;Anchorage
Fueling and Service Company to construct hew: jet Fuel
storage facilities at the airport. We of coursel-would
like to fund the construction of these facilities, with the.
most attractive financing available in the market.
We. would appreciate your efforts in making this project a
reality.
Sincerely,
>ty
Jeff H; .Ridin™A- o/: .
Materials Management;:, r #
Energy; Purch3teingV-Yi;,:1f. = !
* f5*x * J
. «Ail !
o cL¥il'e i e
° -V i
e, seml >V, e H
. . oll.
,\u% [ >% =
AS..'¢ . ok
N T
ae S b Lis *T3Vi:
T4 - ! Pty
I a uau-.i
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Apr. 01, 1993

Mr. Will iam R. "Riley" Snel |

Executive Director

Alaska Industrial Development
and Export Authority

Subject:Request for your strong support to pass the legislation for
the funding of the Anchorage Fueling and Service Company
facilities at Anchorage International Airport.

Dear Mr. W. R. Snell;

Regarding the captioned subject, | understand that the meeting among
the representatives of the Alaska State Senate, the Alaska Industrial
Development ~nd Export Authority and us, AFSC is to be held at 13:00
through 17:00 on April 03 at Juneau, whose purpose is that the Senate
Finance committee could find how important this project is for not only
AFSC but also for the Sate of Alaska and the Anchorage International
Airport to promote their greater prosperity in the future.

As one of the airlines whose uplift-volumeof jet fuel atAnchorage is
always attop three's, we, Japan Airlines Co., Ltd. would like you to
fully understand that without this funding by the state it is quite
difficult to go further towards the goal, which is to meet the
integration plan of the airport and the enviromental requirement in the
state.

To take a look at JAL's operational plan to and from Anchorage, it is
anticipated that in the five years' range to come, the total number of
flights there will not change so dramatically, .in other words, total
up lift-volume required there will be always among top 3’s.

In a short this project with the funding by the state is essential for
JAL so that the airport of Anchorage is to be always keptin a good
order and shape, by which the jet fuel canbe supplied tous securely.
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Mr. William R. "Riley” Snell
Executive Director, AIDEA
Apr. 01, 1393
Page-2

Thus the success of this project with the funding by the State shall
be essential for not only the Anchorage Fueling and Service Company as
a whople but also for us, Japan Airlines as an indivisual

In this connection we shall be very much oblidged if you could give
us your full support for obtaining the approval of the funding by the
state in the next Legislative to be held in this May.

Appreciating once again your usual cooperation to us, we remain,

Qin«*oKol \/ Yrtiirc

Shigeru Kobayashi”®

Senior Director, Fuel Department
Japan Airlines Co., Ltd.

Tokyo, Japan

/5k
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April 2, 1993

Mr. Riley snell

Director

Alaska Industrial Development Authority
480 W. Tudor Road

Anchorage, Alaska 99503

subject: Tesoro Alaska Support of S.B. 171

Dear Mr. Snell:

As per our recent discussion, Tesoro Alaska supports the
successful passage of Senate Bill 171 which will facilitate
financing of needed aircraft fueling facilities at the Anchorage

International Airport. These 1improvements are neeled and will
enable Alaska®"s support facilities to keep pace with the current
and future needs of the air cargo and passenger services. The

result provides benefits to all Alaskans.

We will attempt to follow the progress of this legislation and
will be available to assist your efforts as appropriate. I will
not be able to be 1in Juneau next week for your planned hearing;
however on behalf of Tesoro Alaska please feel free to communicate
our support.

If we may be of any future assistance in this, or any other
matter, please do not hesitate to contact me.

Sincerely,

Gene Burden
Senior vice President

CcC: Senator Drue Pearce
Senator Loren Leman
Senator Johnny Ellis
Senator Dave Donley

Tmoto AJXfi&Kl P»Irot*UfTI Company, P.O. Box 166272, Anohorags, Aia»k«806t8~W72(B07) 561-5621 FAX (907) 561-5017
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ALASKA .INDUSTRIAL DEVELOPMENT
AND EXPORT AUTHORITY

480 WEST TUDOR <ANCHORAGE, ALASKA 96603-6690 «(907) 661-8060 *FAX (907) 561-8996

PROJECT FACT SHEET: Matanuska-Susitna Borough dock and
assomateél infrastructure to service the MIDREX
Irect reduction Iron processing p ant
DATE; March 31,1993

SITA‘_I'US: Legislation is currently pending in the Alaska State Legislature to provide
banding authority for this project.

PBOJECT BUDGET; $30 million in bonding authority is sought for dock facility.
SOUCE OF FUNDS: Bonds sold by AIDEA to be repaid by user/handling fees.

1 i

PURPOSE: To provide tax-exemptflnancm%for a public-use dock and associated

infrastructure to service and supporta MIDREX Direct Reduction Corporation

gMI_DREX) direct reduction iron processing plant at Point Mackenzie in die Matanuska-
usitna Borough.

PARTICIPANTS: AIDEA will finance the acquisition, design, and construction ofa
public use port facility; MIDREX Corporation (a subsidiary of Kobe Steel, Ltd of Japan)
will provide technology and assist in finding investors and a plant operator for the $200
million direct reduction iron processing plant The Lind is currently owned by the
Matanuska-Susitna Borough.

BACKGROUND: The Maanuska-Snsitna Borough has been working with MLDREX to
encourage the corporation to locate in Alaska to produce a product through the reduction
ofiron ore which is used in the manufacture of steel products. Processm%requwes a
long-term source of natural gas, found abundantly in Alaska, Ore would be imported
fipm South American or Australia, reduced, and the processed product would be exported
to the Pacific Rim. MIDREX, which has process license agreements with owners of 42
plants world-wide, would be the project manager and insure that the plant is properly
engineered and operated. Direct reduced iron ore - a more pure form of iron - has seen
increased demand as a supplement to scrap processing as processors have shifted away
from large plant technology to new-technology electric arc furnaces used in smaller mills
vvthlch specialize in steel products for niche markets.

ECONOMIC EFFECTS: The MIDREXﬁIantWiII provide 100-120 jobs in the Mat-Su
area - a region historically known for high unemployment rates.

SOCIAL EFFECTS: The facility will strengthen the Southcentral economy by providing
adldltlonal value-added processing of steel products.

SCOPE OF PROJECT: MIDREX began explorin%_th_e possibility to locate a plant in
Alaska in early 1992. A final decision on the feasibility ofthe project is expected in
April, 1993. Iffound to be feasible, construction may begin during the summer
construction season of 1993. The plant will have the ability to manufacture
a%prmélrmt_ellxé one million tons of reduced ore annually and will coveran are arger than
a football field.
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“J___
MATANUSKA-SUSITNA BOROUGH
350 East Dahlia Avenue, Palmer, Alaska 99645-6488
BOROUGH MAYOR'S OFFICE ¢ Phone 745*9682
April 5, 1993

Senator Drue Pearce

Alaska State Senate Finance Committee
Alaska State Legislature

Juneau, AK 99811

AIDEA REVENUE BONDS FOR PORT MACKENZIE

it has come to my attention today that the Sjanate Finance Committee has
delayed their decision on AIDEA bonding fqr Port MacKenzie for reasons
not clearto me. If you have some problems with this, maybe | can give you
some reasons to support this proposal.

1. These are revenue bonds that muet be paid back to AIDEA with
revenues generated by the project.

2. The port project Is resource driven - not a build and they will come.
A MIDREX representative is there to show you their Interest In this
project.

3. The MIDREX project Is environments Ily benign.

4. This MIDREX project would probably stimulate ldemitsu-Kosan to

open up the Wishbone Coal Mine.

5. The port would stimulate the forest industry along the railbeit
corridor.

6. The projects combined would generate at least 300 good paying
jobs.
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The Matanuska-Susitna Borough has spentwell over a million dollars
pursuing this project in studies and roajd construction to the port site,
(Borough Manager Don Moore will spieak directly to this Item at your
hearing.)

Tha Matanuska-Susitna Borough has lve thousand (5,000) acres of
land that can be committed to this pridject.

This is one of the few projects in th® seta that is private industry
driven.

The Matanuska-Susitna Borough de6cerately needs the economic
base. As you may or may not know, tils borough’s only tax base is
derived from real and personal property taxes, And, the problem
with that is there is only 3 percent of he land In private ownership,
The state of Alaska owns 59 percent and the Federal Government
owns 30 percent. The Mat-Su Borbugh owns approximately 2
percent and 3 percent Is owned by Alaska Native Corporations.

Tha last figures (1991) | had on ungmiployment benefits and public
welfare receipts distributed in the Mat*3u Borough was approximately
S12 million or 11 percent of the state’5 total.

The MIDREX project will stimulate economic development and
transportation expansion throughout tne rallbelt area.

Give us, for onoe, the opportunity to address our problems and needs.

Thank you for your attention.

UYRXJ/CONHAIDEA
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Matanuska-Susitna Borough

350 EAST DAHLIA AVE, PALMER. ALASKA 99645-5488 « PHONE 745-9682
BOROUGH MAYOR

April 5, 1993

Honorable Steve Frank and Drue Pearce, Co-Chairs
Senate Finance Committee

State Capitol Building, Room 518

Juneau, Alaska 99801-1182

Dear Senators Frank and Pearce:

Attached are the schedules of expenditures by the Matanuska-
Susitna Borough for the development of the industrial property at Pt
MacKenzie since 1987. As this information shows, the Borough has
invested over $2 million to make this site suitable for major private
industries, such as MIDREX, to locate and operate in the state of
Alaska.

The expected return on this investment will be in the form of more
jobs for Alaskans, lease payments, property sales, an expanded tax
base, and other positive economic benefits for the state and local

economies.

S.B. 171 would authorize AIDEA and the Borough to work with the
private investors to arrange financing for the 'public-owned assets
associated with this project. Such financing will be accomplished as
a loan, and not as a grant.

The basis of both AIDEA's and the Borough's involvement in the
MIDREX project is as investors seeking a return for our
citizens/sh.beholders.



Senate Finance Committee, Page 2

It is my hope that you will find the attached information helpful
making a decision on S.B. 171, and that you will share this
information with the other members of the Senate Finance
Committee. If | can be of any further assistance, please contact
at your convenience.

Matanuska-Susitha Borough
DLM:whk

Attachments (4 pages)



PORT DEVELOPMENT OPERATING EXPENDITURES
BY FISCAL YEAR

mmhhmhhbmiMmm 111999
ilijlsiiiilg S iK M i W
Salaries 53,805 80913  28*24 -0- -0-
Benefits 1553 26083 10547 - -0
Expenses Within Borough 1,905 3,542 3,341 263 523
Expenses Outside Borough 6,471 17,197 8,406 8,443 6,877
Communications 663 4.348 1,208 12,749 185
XdVertising 645 4,495 3,781 6,902 -0-
I;rinting 470 824 492 10,589 20
Rental/Leases 210 *0- 200 134 -0-
Professional Charges 0 11044 2723 12391 3309
lkaintenance 0 85 20 361 -0-
(Contractual 3294 17758 78,688 116,946 68,721
Office Supplies 830 1.162 648 501 -0-
Miscellaneous Supplies 1131 1,654 199 759 -0-
Equipment Under $300 546 346 230 -0- el
Dther Equipment 9,916 too o0 1,120 o0*
iurnishings -0- | 356 - 0* -0-
JTOTAL BA5 20067 163217 171158 7P6HF

Stote the amounts for fiscal year 1993 represent only amounts actually expended or encumbered
hrough December 3, 1992,
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SPECIFIC PROJECTS ASSOCIATED WITH THE PORT
EXPENDITURE BY FISCAL YEAR

Pnrt MacKenzie Port Road

S S < i .. .
J g H Tisiip sPiria a |
land| .
%gnstltants 21500.00 9,600.00 665.41 31,765/1
Design/Secon. 91,877.00 14,825.00 5 000.00 102,58(2)88
Fgoqusdt?l?(;ﬁc?:a 43,829.03 43,829.03
Materials Purchased 9225 62521%
Misct Expenses 2625 96.20 133.00 387,31 26.00 R
Advertising 226A0 360.90
ENGUJIEERING STAFF
Administrative Time 3,805.34 5283.64  1367.14 5.73 10@81%
Inspection Time 291.16 Wevre
Survey Time 4,99427
Design Time 1,51127 50325 1,74227 3,756.79
TOTALS 5569-56 125,00652  27,667.41 575 4420859 5,6.1.41  20824924*

Fund (590,000) and a State Administration Municipal Grant (596,78924),

Point MncKenzie Phase Il Road"*

1
m m m stim U s M B ™ | 9QHB
Lﬁalln\lﬁ 10,65352
Pl 28700
IhiStration (PS&E .
égg rtnicden ( ) 673,04321  270.47
Renal 5,11323
Mahtrials Purchased 46,19726
Legid Expense 1,00025
Aadv arising 12,73727 5
Filir l[:)rolgeadng ggﬁ(l)
ii Delive .
Maii ry 50
ENGInhbring staff
Ads liniatrative Time 3722125
Inap ection Time 33%%%2159
Sur ty-Time ,985.
Desitan Time 1,674.94
FURIKISHINGS/EQUIP.
Furnisftings/Equip. 40,006.10
Advertising 104.05
totlals 877,05953  2"40/7

* Funding for this project was from the Land Management Fund.
Phase H related to agricultural parcels only.

MABL

m M m m

10453.62
5,100.00
387130
675,983.68
5113.03
46.197.86
1200.65
12.757.87
83620
42411
15.00

3722125
923925
37285.19
1,674.94

<0,006.10
104.05

880,000.00*



Point ackenzic Transpartation Coridor

b am aaiK i iH p |

h M h o t

IB S ftfa BMt

buildings
Advertising

LAND
Dcslgn/Reccn.
Advertising

30,000.00

improvements
Survey

TOTALS

23,835.89
73,836.89

h H
223.20 223.20
50,000,00
89.25 89.25
23,835.89
312.45 74,148.34*

* Fundirig for this project was frcm the General Fund Balance- ($50,(>00) and the Land Management Fund (524,148.34).

Point WacKenzie East Port Site

R SITwim XM
38,600.00
38,600.00

IMPROVEMENTS

totllls

« Fundiilg for this project was from the Land Management Fund.

Pgint MacKenzie AMSA Plan
]

3240000 1233373 38,766,47 4
24,070,00
12.83353  38766,47  24.070.00

PLAJfNINO STUDIES
OTHER CONTRACTUAL

TO!ALS 31400330

* Funding for this project was from the General Fund.

I 285 i H
38,600,00
38,600,00*
84,000.00
. 1,930.00 32,000.00
73)30.00  116,000.00*



In Summary:

Totallexpenditures from operating funds $ 778,492.00

Total! expenditures from projects 1.316.997.58

GRAND TOTAL $2.095.489,68

rami



ALASKA INDUSTRIAL DEVELOPMENT
AND EXPORT AUTHORITY

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

PROJECT FACT SHEET: Alaska Seafood Center/Cold Storage
DATE: February 8,1993

STATUS: Legislation providing bonding authority for this project was not acted upon in
1992. The AIDEA Board approved an expenditure of up to $50,000 to work with the
Alaska Seafood Center to develop a business plan. The project may be brought before the
Legislature in 1993.

PROJECT BUDGET: $50 million (Total cost of the project estimated at $165 million)
SOURCE OF FUNDS: Revenue bonds sold by AIDEA

PURPOSE: To expand the capabilities of the Alaska seafood industry to provide
secondary processing, freight forwarding, and commercial cold storage services.

PARTICIPANTS: AIDEA will finance construction in Anchorage of a cold storage
warehouse facility as part of the proposed Alaska Seafood Center. The facility will be an
integral part of the state-of-the-art fish processing, cold storage, and distribution center
planned by ASC.

BACKGROUND: The cold storage warehouse will allow ASC to perform secondary
(value added) processing of botiomfish, surimi, and salmon; provide freight forwarding for
salmon and other seafood products; and provide commercial cold storage services for
seafood and non-seafood product5 The secondary processing capabilities will create a
local market for shore-based primary processors. Other Alaskan processors will be able to
use the frozen storage and chill room capacities at cost-efficient rates. The facility will be
located near the Anchorage International Airport, making it accessible to processors
throughout the state.

ECONOMIC EFFECTS: ASC operations will provide about 450 new year-round jobs at
the Anchorage facility and additional employment in related business sectors, including
transportation.

SOCIAL EFFECTS: The facility should strengthen the entire seafood industry in Alaska
by enhancing the cold storage, secondary processing, and freight forwarding capabilities
available.

SCOPE OF PROJECT: The cold storage warehouse will have a storage capacity of 45
million pounds, capable of handling as much as 2 million pounds of product in one day.
The warehouse will include an energy-efficient ammonia refrigeration system, a high-bay
racked storage system with automatic closure entrances and air-curtain walls, chill rooms,
blast freezers, ice makers, a standby electrical generation system, and electric-powered lift
cranes, conventional forklifts, and similar handling equipment



EXECUTIVE SUMMARY

Introduction

The Alaska Seafood Center, Inc., a privately-owned company ("ASC" or "the Company"), proposes
to develop, build, own and operate a state-of-the-art fish processing, cold storage and d:-',nbution center
("the Facility") to be located in Anchorage, Alaska. ASC is being developed at a time of profound change
in the seafood industry in Alaska and the eating habits of Americans, he, a rapid reduction in the
consumption of red meat and an escalation in the demand for seafood. ASC believes that the combination
of these circumstances has created a significant opportunity for ASC and for Alaska.

ASC’s operations will be based on producing high quality, value added seafood products. ASC
will create approximately 450 new year round jobs at the Facility itself and support many other jobs in
Anchorage in indirectly related businesses. For example, a great number of jobs will be created in the
State transportation system (airline, railroad and trucking) to serve ASC. ASC will also provide
economical cold storage and transportation services to smaller fish processors in the State, giving them
faster and more profitable access to their customers. The Company's business segments will be:

+ Secondary processing of bottomfish based on Alaskan raw material of blocks and fillets
from pollock and cod (frozen products).

» Secondary processing of surimi based on Alaskan raw material of surimi blocks, a fish
paste primarily made from minced Alaskan pollock (frozen products).

+ Secondary Processing of salmon based on Alaskan wildlife salmon (frozen products).
*  Primary processing of salmon (chilled products).

+  Freight forwarding of salmon and other native fish owned by ASC and others (chilled
products).

« Commercial cold storage services for seafood and non-seafocd products.

Secondary processing consists of adding value to primary processed raw materials such as fish
blocks and individual aick frozen fillets (IQFs). The finished product consists of a portion controlled
piece of fish and added coatings, sauces or toppings in order to prepare it for consumption.

When fully on-line, the Facility will have the capacity per day to process (raw material)
approximately 210,000 pounds ("Ibs™ of bottomfish products, 13,000 Ibs of surimi products and 180,000 Ibs
of salmon (during the salmon season). Upon completion, it will have a cold storage capacity of
approximately 45 million Ibs of seafood and non-seafood products and a chill room capacity for receiving
and shipping of chilled fish of approximately 2.2 million Ibs. The fish resources of the Bering Sea and the
Gulf of Alaska will provide the raw materials for the Company’s seafood processing business segments. In
1991, Alaskan waters within the Alaskan Exclusive Economic Zone ("EEZ") produced 4.4 billion Ibs of
bottomfish which included cod and pollock, the most important species for ASC’s production. The salmon
harvest was a 60-year record of 725 million Ibs.

ALSC0053



U.S. fisheries harvest ail bottomfish coming from the EEZ. The primary processing (heading,
gutting, filleting and in certain cases mincing) and freezing into 1QF fillets and fish blocks is done on shore
based primary processing plants and on board catcher/processing ships, within hours after the catch so as
to avoid spoilage. The resulting products (fish blocks and IQF fillets) are shipped by refrigerated cargo
ships to Japan, Korea, Europe and the contiguous 48 states (the "Lower 48") for secondary processing.

ASC offers the opportunity for Alaska to have secondary (value added) processing take place
within the State, resulting in a substantial number of year )und jobs for Alaskans. ASC will be a major
customer of shore based primary processors, buyii  uibstantia! quantities of product from them, which will
eliminate their transportation disadvantage.

ASC offers other Alaskan processors the opportunity to store frozen seafood and offers other food
businesses the opportunity to store non-seafood products on a commercial basis. Commercial fisheries can
take advantage of ASC’s location to store their products in Anchorage and reduce their transportation and
storage costs. ASC will provide greater flexibility tc other food businesses and distributors by providing
them the ability  store larger quantities in Anchorage instead of the Lower 48.

ASC offers freight forwarding of chilled fish products to other Alaskan processors. ASC’s logistic
capabilities and chill room capacity located close to the airport are essential for air transportation of chilled
fish in a regularly scheduled and therefore cost efficient manner.

The Facility

ASC has located several sites on which it has negotiated an acceptable price. They are zoned for
processing, storage, wholesaling and distribution operations. All have sewer, water and utility services up
to or near the property line which are considered by ASC to be satisfactory for the contemplated uses.
Before notice to proceed is gi/en to the contractor, a complete geotechnical study will be done. There are
various permits and approvals that are required to be obtained prior to the start of construction and
operation of the Facility. ASC is confident that the Facility will receive all these necessary permits on a
"fast track basis” based on assurances from the city.

The sites have been selected because of their access to all forms of transportation. They are two
to seven minutes from the Anchorage International Airport and about 15 minutes from the Port of
Anchorage. All have direct rail access by rail from a spur off the main line to the property boundary via a
dedicated easement.

ASC has entered into a 562,736,000 lump sum turnkey fixed price contract with National Projects,
Inc., a subsidiary of Morrison-Knudsen Corporation, ("National") for the design and construction of the
Facility. The cost of processing equipment is not included in the contract price. ASC will procure all
processing equipment directly from the vendors. Allowances, rather than fixed prices, are included for
landscaping, stonework, permits, signs and installation of the first processing line. The contract calls for a
construction schedule of 20 months with liquidated damages in the amounts of 529,000 per day for late
completion subject to a cap of $1,500,000. The contract also provides National with a $14,500 per day early
completion bonus.

ALS00053



The Facility will consist of approximately 245,000 square feet. The first floor will be used for
processing, freezing and storage of fresh and frozen fish and other foods. The second floor will be used for
sanitary facilities, an employee lunchroom, administrative offices, and a guest lunchroom. The Facility will
include a paved parking area and the dock areas will be paved as well, to accommodate refrigerated vans
and other trucks. In addition, the truck staging area will provid' space for refrigerated vans. The fish
processing, processing support and office areas, dock facilities and cold storage building will be constructed
with concrete and steel. In the cold storage area, the structure will be approximately 63 feet high, while the
racks used to store product will be approximately 50 feet high. The energy building will house the
refrigeration equipment, battery charger and heating equipment as well as the maintenance department.

The Facility will use state-oi-the-art equipment designed to include the latest proven techncl gical
developments. The heart of the ASC seafood processing system will be two secondary bottomfish
processing lines, one for battered and breaded products (sometimes called "B&B"), and one line for
prepared foods. There will also be a line for the secondary processing of surimi and a line for secondary
processing of fish blocks into portions and headed and gutted salmon into steaks. The Facility will have a
single line for primary salmon processing (i.e.. heading, gutting and filleting). Such salmon then will be
either flown out fresh as chilled fillets or glazed and blast frozen in preparation for cold storage as frozen
fillets and headed and gutted salmon for later steaking.

ASC’s state-of-the-art equipment will make it possible to process chilled and frozen products in a
cost efficient manner. Strict hygiene and quality control standards, which meet or exceed U.S. inspection
criteria, will ensure that the finished products can meet customers’ demands for the highest quality.

Employment

When fully on line, ASC’ operations will provide approximately 450 new year round jobs to
Alaskans who will be employed directly at the Facility. In addition, numerous othc- existing and newly
created jobs will be supported in the businesses that serve and service the Facility. For example, many
jobs will be created in the transportation sector (airline, railroad and trucking). Also, the wages paid to the
employees at ASC and the related service businesses will benefit the local economy according to the
economic multiplier for the community.

While Anchorage can provide a well educated labor force, ASC will need to train new staff at
many different levels of the organization. For this reason, and because ASC needs to start up new
functions in the areas of technical operations, processing, sales/marketing, logistics and administration, a
start up schedule for the operation has been carefully worked out. ASC’s production and service activities
will be ramped up over several years and the employees wall be hired in accordance with this schedule.

Location

The Facility’s location in Anchorage will place it close to the bottomfish harvesting grounds and at
the center of the four major Alaskan salmon fishing areas. Anchorage is a beautiful modern city, the
largest in Alaska, with a year-round moderate climate and a population of approximately 225,000 people.
The Anchorage location will provide a competent and stable labor force and a r;adily available supply of
workers, many already experienced in seafood processing.

Transportation of frozen raw materials to the Facility and of frozen finished products to the
market will be by surface transportation.

ALSC0053



To get the chilled fish products to the U.S. market and abroad ASC will take advantage of
Anchorage International Airport, which is the biggest air cargo center in the U.S. The airport provides
access to all destinations served by the eleven international and ten domestic airline companies operating
there. Major air cargo carriers such as Japan Airlines and Korea Airlines have facilities at the airport and
United Parcel Service and Federal Express have recently completed major international cargo and package
terminals as well.

Raw Materials

ASC, with its location in Anchorage, Alaska, will have access to one of the world’s most important
fisheries. The Alaska Seafood Center will process three of the top four fish species in the U.S., based on
landed seafood tonnage - Alaska Pollock #1, Salmon #3, and Cod #4. In 1990, Alaska handled 5.4 billion
pounds of landed fish, five times as much as the state with the second highest tonnage, Louisiana (which is
predominantly shrimp). Based on the dollar amount of seafood products, Alaska handled five times as
much fish as the second highest state, Massachusetts. Alaska is a reliable and well-managed source of high
quality fish. Access to high quality raw materials is @ worldwide problem for the seafood industry. In the
northern hemisphere there are only three major areas (the North Sea in Europe, the Grand Banks of New
England and Nova Scotia, and Alaska) that have the shallow cold water which can support commercial
levels of bottomfishing. The processing industries of the North Sea and the Grand Banks lack adequate
raw materials because the fish stock has been greatly overfished. Alaskan fisheries, however, are not
overfished and are extremely well managed by Federal and State authorities. ASC will have direct access
to the world’s largest fishery of high quality wild salmon, unlike other processors which may use farmed
salmon, which is often of lower quality and is oft*n chemically treated.

ASC has entered into contracts with three suppliers which either procure or otherwise control
seafood products in adequate quantities and qualities to more than meet its requirements. ASC also has
received expressions of interest from other seafood product suppliers.

Demand for Seafood Products

As the U.S. population ages and becomes more health conscious, Americans are turning to fish,
among other items, as an essential part of a healthy low cholesterol and low fat diet. Consumer
expenditures for fish in 1990 totalled $26.7 billion, of which one-third was sold in stores (primarily
supermarkets) and two-thirds were sold through the food service sector, including restaurants. The
demand for seafood in the U.S. has bren steadily increasing over the last ten years based on an increased
consumption per capita and a growing U.S. population.

The National Fisheries Institute indicates that if i.ie 20 pound per capita goal for the year 2000 is
met (1990 consumption was 15.5 pounds per capita), U.S. consumers will eat over 5.3 billion pounds of
seafood. Comparing this to the 3.9 billion pounds consumed in 1990, an additional 1.4 billion pounds of
edible weight of seafood must enter the n. rkel by the year 2000. 75 percent of this growth can be
attributed to the increase in per capita consumption. Although domestic fish consumption has grown at a
rapid rate, Americans still eat approximately one-tenth as much fish as the Japanese and one-fourth as
much as the Europeans. ASC believes that this also supports the estimated growth of domestic
consumption in the coming years.
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The countries in the Far East, Le. Japan, Taiwan and Korea represent strong markets for seafood
products. Because of the lack of raw material, European countries such as France, Italy and Spain also
represent markets with sharply increasing demands for frozen and especially chilled seafood products.

The Market

ASC has successfully developed a market niche for selling its products through extensive studies of
the market and competitors and by working with several large buyers of seafood products. ASC’s concept
for doing business with its customers will be:

» ASC will work with a few large customers on a long term contractual basis.

ASC will not develop its own brand name but instead will be a reliable supplier of
customized private label seafood products based on consistent quality and availability.

* ASC will provide its customers with a one-stop shopping program based on a full range of
value added table ready seafood products made from Alaskan raw materials.

« ASC will provide research and development services by working with the customers to
develop their private label program of customized products.

In this way ASC will meet the customers needs; for fewer, larger, more reliable, flexible, quality
oriented suppliers that will work with them in a one-stop shopping program to develop and maintain their
private label products.

ASC will sell its processed seafood products to wholesale grocery and food service distributors,
retail supermarket chains, institutional food service establishments, seafood and family styie restaurant
chains and fast food chains. ASC will market its fresh and frozen seafood products in the United States
and abroad through a direct sales organization, brokers and distributors.

ASC contemplates that the Facility will offer services such as cold storage and freight forwarding
of chilled fish on a commercial basis.

Cold Storage

ASC believes that there will be a demand for commercial cold storage services because no large-
scale, centralized cold storage facilities exist in Alaska. At present, salmon cold storage is handled
primarily by staging refrigerated vans around local processing plant' during the salmon season and then
bringing the salmon directly to Japan by trampcr or taking it through Anchorage for further shipment to
Seattle by barge for longer term storage. This approach is costly and inefficient and lowers product quality.
Local commercial fishermen can take advantage of ASC’s Anchorage based facility to reduce
transportation costs and increase product quali.y. Alaska imports the majority of its foodstuffs from the
Lower 48 by barge, which lakes from five to seven days to reach Anchorage from Seattle. There is little
cold storage in the State and none that could service the overall demand in Anchorage for any extended
period of time. The State and Anchorage can take advantage of the greater flexibility by storing imported
foodstuffs in Anchorage, kc., closer to the end users.
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Freigt Forwarding

ASC will provide freight forwarding services for chilled fish products owned by ASC and others.
The facility will be located close to Anchorage International Airport and will have the necessary chill room
capacity and size of operation to work with the airlines on a regularly scheduled and therefore cost efficient
basis.

Ownership and Management of ASC

All of the outstanding stock of ASC is currently owned by members of the family of Howard M.
Benedict, President and Chief Executive Officer of ASC. Howard M. Benedict is President of The
Benedict Companies formed in New Haven, Connecticut in 1947, and a principal of various other
corporate and partnership interests of the Benedict family. For 35 years, he has been actively engaged in
commercial real estate development. Over the past everal years, Mr. Benedict expanded into other
diversified business interests. As an outgrowth of 1.- real estate activities in Anchorage, he became
interested in broadening his economic base in Alaska and in 1986 began work which led to the
development of ASC. Keld Andersen, an experienced Danish seafood executive, lias been appointed Chief
Operating Officer and Managing Director of ASC.

Experienced Management. From 1985 to 1989, Mr. Keld Andersen, Chief Operating Officer and
Managing Director of ASC, was the general manager of a large modern seafood processing plant, Royal
Greenland, in Aalborg, Denmark, which produces ready-made fish dishes, smoked salmon and Greenland
turbot, shrimp in brine and other advanced seafood products. During the Royal Greenland plant’s
development stage, Mr. Andersen was in charge of all feasibility studies, preliminary engineering and
construction. After completion of the Royal Greenland plant, Mr. Andersen was in charge of the entire
processing plant and was also involved in the marketing and distribution of finished products. During the
years 1975-85, Mr. Anderson was Technical Director for one of Denmark’s largest primary seafood
processors, Skagerak Fiskeexport A/S, and General Manager for a large commercial cold storage
operation.

Financing

Based on construction cost estimates provided by ASC, the total Facility cost is projected to be
$146.4 million. The construction takeout and term financing structure is assumed to be a combination of
strategic limited partnership equity and term debt.

ASC is seeking strategic partners and/or investors to invest up to $50 million equity in the
Company. The strategic partners would provide, in addition to the capital investment, significant
marketing and distribution expertise for the fish products produced by the Facility.

The debt financing which will be solicited from commercial banks, insurance companies and
institutional investors will be arranged after the equity investment has been committed. The Construction
Loan will be for 100% of the Facility cost and, at completion will be replaced by the equity investment with
the remaining term debt amortized over seven years.
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Sources and Uses ofFunds

The fo'lowing table shows the estimated cost, of the Facility and the sources of permanent
financing (S in thousands).

Sources:
Senior Debt $ 68,432
Tax Exempt Debt 40.000
Equity 50.000
Total Sources of Funds S158.432
Uses:
Turnkey Fixed Price Construction Contract $ 62,736
Allowance for ASC-Designated Equipment 27,132
Construction Contingency” 5,989
Land 6,432
Construction Management 2,780
Start-Up Expenses 11,886
Insurance 525

Placement, Legal, Engineering, Accounting
and Miscellaneous Fees and Third-Party

Reimbursables 8,775
Development Fee - 2,000
Lender Fees 3,254
Escalation 7,199
Capitalized Interest 7.724

Total Construction Financing 146.432
Working Capital Reserve 5,000
Debt Service Reserve 7.000

Total Term Financing 158.432

Total Uses of Funds Si58.432

(1) Includes a5% building contingency and a 10% equipment contingency.
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ALASKA INDUSTRIAL DEVELOPMENT
AND EXPORT AUTHORITY

480 WEST TUDOR *ANCHORAGE, ALASKA 99503-6690 = (907) 561-8050 = FAX (90/) 561-8998

BUSINESS ASSISTANCEPROGRAM FACT SHEET

Whatitis: A guarantee program on bank originated loans for 1) new loans; and 2)
refinance; of existing loans.

Funds Covered: Outstanding principal balance and liquidation expenses not to exceed
$1,000,000 cumulative.

Application Types:

A) Short Form —New loans of $75,000 or less e
sLoan summary including banks’s loan approval form and a bank
certification that credit has been checked and is satisfactory’s the reguired
documentation. This streamtH =i approval process may be unsecured.
The loan guarantees a ; a>* le to all Alaskan businesses, but targeted
especially to assisten ;< :.eursinrural areas.

B) Regular Form Applicatio. ~ All loans over $75,000.
+Documents required include loan summary including bank's loan
approval form; signed loan application; financial statement; project
description/usc of proceeds detail; credit history; three years tax returns;
?pptralsal; environmental risk assessment; and if a refinance, existing loan
acts. !

Other Requirements: _
A) 75% loan tovalor .V) maximum;
B) Terms: 1-20 y”as depending on security
Q Alaskan resident

Additional Information/Concerns:

+Since inception in 1988,5 bané)uarantees ranging fnm $25,600 to $211,00 have
been made. While under-utilized to date, changes made by the 1992 Legislature
made baé]k-recommended iImprovements to the program and interest has
increased.

*The Rural Development Initiative Fund TRDIF) established by the Legislature in
1992 through SB 238 and is operated jointly by the Department of Community
and Regional Affairs and AIDEA. The RDIF was designed to assist rural Alaskan
entrepreneurs who may not currently be served by commercial financial
institutions. The Business Assistance program is key to facilitating the RDIF.

*The Business Assistance program is scheduled to sunset on July 1,1993. Despite

its limited use to date AIDEA believes the Business Assistance program is a

'r&allpfﬂl “tool" to assistin developing and expanding small businesses throughout
aska
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ALASKA INDUSTRIAL DEVELOPMENT
AND EXPORT AUTHORITY

V.
480 WEST TUDOR * ANCHORAGE, ALASKA 99503-6690 - (907) 561-8050 * FAX (907) 561-8998
March 22,1993

The Honorable Senator Drue Pearce
Alaska Stare Legislature

Stare Capitol

Juneau, AK 99S11

Dear Honorable Senator Pearce:

| would like to take this opportunity to provide you with an update on the Rural
Development Initiative Fund (RDIF) loan i)rogra_m. As you will recall, the RDIF
progiram was established by the Alaska Legislature in 1992 to provide business loans to
rural Alaskans. The RDIF program targets small businesses that may not be eligible for
traditional commercial financing.

Throughout the latter part of 1992 AIDEA worked closely with commercial lenders and
the Department of Community and Reglonal Affairs (DCRA) in finalizing the emergenc?]/
regulations and other administrative details of the program. Working in concert wit
DCRA wc produced a brochure for statewide distribution and also bought air time for a
paid public service announcement on the Alaska Public Radio Network, whose member
stations reach virtually every part ofrural Alaska. The response has been overwhelming.

DCRA has been literally flooded with loan applications (over 300). Interest has been so

high titar radio announcements were canceled after nmninﬁ less than three weeks. Total

FY 93 funding for the RDIF program was $500,000. We share concerns with DCRA that

given limited program funding and a maximum loan amount of $100,000 ($200,000 for

two or mere borrowers), the RDIF program will run out of money in a few months. It is

critical that there is not a gap in available funding for RDIF loans during the first year of
* lending activity. 1

The £rogram_also faces an additional challenge: the RDIF program operates under
AIDEA's Business Assistance Program, which is scheduled to be sunset on July 1,1993.
AIDEA fully supports the Ianguage in HB 110 and companion bill SB 79 which extends
the sunset date to July 1, 1994. In our letters of February 17 and March 8, we provided
the House State Affairs Committee and the Senate Health and Social Services Committee
respectively with an overview of the Business Assistance Program. To date the Business
Assistance Program has been underutilized but remains a valuable tool to assist in
developing and expanding small businesses throughout Alaska. At the request of
financial institutions, changes were made to the Business Assistance program in 1992
under SB 226 and the Authority has seen an increased interest in the program.

| am enclosing a copy of the RDIF brochure. If | can answer additional questions about
this_exciting new program, or about our Business Assistance Program, please do not
hesitate to contact me.

o+ Sincerely,

Dept of Com. and Regional Affairs
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