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S t a t e  o f  A l a s k a

2 0 1 3  L e g i s l a t i v e  S e s s i o n

Fiscal Note

Identif ie r :  H B 0 7 4 C S ( L & C ) - D C C E D - A I D E A - 0 3 - 2 6 - 1 3
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R e q u e s t e r :  H o u s e  L a b o r  & C o m m e r c e

Bill Version:
Fiscal Note Number:
(H) Publish Date:

CSHB 74(L&C)

3/28/13

D e p a r t m e n t :  D e p a r t m e n t  o f  C o m m e r c e ,  C o m m u n i t y  a n d
E c o n o m i c  D e v e l o p m e n t  

A p p r o p r i a t io n :  A l a s k a  In d u s t r ia l  D e v e l o p m e n t  a n d  E x p o r t  
A u th o r i ty

A l loca t ion :  A l a s k a  In d u s t r ia l  D e v e l o p m e n t  a n d  E x p o r t
A u th o r i ty  

O M B  C o m p o n e n t  N u m b e r :  1 2 3 4

Expenditures/Revenues

F Y 2 0 1 4
A p p r o p r i a t io n

R e q u e s t e d

I n c lu d e d  in 
G o v e r n o r ' s  

F Y 2 0 1 4  
R e q u e s t

O u t - Y e a r  C o s t  E s t i m a t e s

OPERATING EXPENDITURES FY 2014 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019
P e r s o n a l  S e r v i c e s
T r a v e l
S e r v i c e s
C o m m o d i t i e s
C a p i t a l  O u t l a y
G r a n t s  & B e n e f i t s
M i s c e l l a n e o u s

2 0 0 . 0 1 5 0 .0 1 5 0 .0 1 5 0 .0 1 5 0 .0 1 5 0 .0

Total Operating 200.0 0.0 150.0 150.0 150.0 150.0 150.0

Fund Source (Operating Only]
1 1 0 2  A I D E A  R c p t 2 0 0 . 0 1 5 0 .0 1 5 0 .0 1 5 0 .0 1 5 0 .0 1 5 0 .0
Total 200.0 0.0 150.0 150.0 150.0 150.0 150.0

Positions
F u ll - t im e
P a r t - t i m e
T e m p o r a r y

Change in Revenues 0 . 0 1 0 . 0 1 6 0 0 .0 6 2 5 . 0  | 6 2 5 .0  | 6 2 5 .0

Estimated SUPPLEMENTAL (FY2013) cost: 0 .0

Estimated CAPITAL (FY2014) cost: 0 .0

ASSOCIATED REGULATIONS
D o e s  t h e  bill d i r e c t ,  o r  will t h e  bill r e s u l t  in, r e g u la t io n  c h a n g e s  a d o p t e d  b y  y o u r  a g e n c y ?  Y e s
I f y e s ,  b y  w h a t  d a t e  a r e  t h e  r e g u l a t i o n s  t o  b e  a d o p t e d ,  a m e n d e d  o r  r e p e a l e d ?  1 2 / 3 1 / 1 3

Why this fiscal note differs from previous version:_________________________________________________________________
T h i s  v e r s i o n  r e m o v e s  t h e  A I D E A  t e c h n i c a l  d i v i d e n d  s e c t i o n s  a n d  In te r io r  G a s  P l a n  s e c t i o n s  a n d  u p d a t e s  o p e r a t i n g  e x p e n d i t u r e s ,  fund  
s o u r c e ,  a n d  c h a n g e s  in r e v e n u e  a m o u n t s  b a s e d  o n  A ID E A  d i r e c t  f in a n c in g  c r e a t e d  u n d e r  th is  C S ._________________________________

Prepared By: 
Division 
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Ted Leonard, Executive Director
Alaska Industrial Development and Export Authority
JoEllen Hanrahan, Director

Phone: (907)771-3000
Date: 03/26/2013 05:30 PM
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FISCAL NOTE ANALYSIS #2

Analysis

T h e  CS f o r  H o u s e  Bill 7 4  (L&C) a l l o w s  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  a n d  E x p o r t  A u t h o r i t y  (AIDEA) t h e  a b i l i ty  t o  
p r o v i d e  p r o j e c t  f i n a n c i n g  f o r  al l o r  a  p o r t i o n  o f  t h e  c o s t  o f  a  d e v e l o p m e n t  p r o j e c t  w h i c h  t h e  a u t h o r i t y  d o e s  n o t  
i n t e n d  t o  o w n  o r  o p e r a t e .  A t  p r e s e n t ,  AIDEA is p e r m i t t e d  t o  p r o v i d e  f i n a n c i n g  f o r  a  p r o j e c t  t h a t  i t  i n t e n d s  t o  h a v e  
a n  o w n e r s h i p  s t a k e  in, b u t  c a n n o t  m a k e  a  d i r e c t  l o a n  o n  a p r o j e c t  o r  g u a r a n t e e  a  l o a n  f o r  a  p r o j e c t .  T h i s  bill w o u l d  
p e r m i t  t h e  a u t h o r i t y  t o  e n g a g e  in p r o j e c t  f i n a n c i n g  b y  l o a n i n g  m o n e y  t o  a  p r o j e c t  o r  g u a r a n t e e i n g  a  l o a n  f o r  a 
p r o j e c t  r a t h e r  t h a n  o w n i n g  a n  i n t e r e s t  in t h e  p r o j e c t .

F u n d i n g  f o r  FY 2 0 1 4  i n c l u d e s  a  o n e - t i m e  c o s t  o f  5 0 . 0  f o r  c o n s u l t a n t s  t o  a s s i s t  in  t h e  p r e p a r a t i o n  o f  n e w  r e g u l a t i o n s  
n e c e s s a r y  t o  i m p l e m e n t  a  d i r e c t  f i n a n c i n g  p r o g r a m  a n d  1 5 0 . 0  t o  h i r e  c o n s u l t a n t s  a n d  c o u n s e l  t o  a s s i s t  in 
u n d e r w r i t i n g  l o a n s  a n d  g u a r a n t e e s  u n d e r  t h i s  p r o g r a m .  It is p r o j e c t e d  t h a t  t h i s  1 5 0 . 0  in u n d e r w r i t i n g  e x p e n d i t u r e s  
will  b e  o n - g o i n g  a n d  will  b e  o f f s e t  b y  f i n a n c i n g  a n d  g u a r a n t e e  f e e s  p a i d  b y  p r o j e c t  s p o n s o r s .

T h e  r e v e n u e s  p r o j e c t e d  t o  b e  e a r n e d  f r o m  d i r e c t  l o a n  a n d  g u a r a n t e e  f i n a n c e  p a c k a g e s  a r e  a p p r o x i m a t e l y  $ 1 . 4  
m i l l i o n .  T h e  d i r e c t  l o a n  a n d  g u a r a n t e e  p r o g r a m  will g e n e r a t e  e a r n i n g s  o n  f i n a n c i n g  o f  d e v e l o p m e n t  p r o j e c t s .  T h e  
a m o u n t  t h a t  AIDEA c a n  c h a r g e  f o r  e a c h  d i r e c t  f i n a n c i n g  is l i m i t e d ,  b u t  t h e  o v e r a l l  a n t i c i p a t e d  r e t u r n s  a r e  p r o j e c t e d  
t o  b e  s u b s t a n t i a l  d u e  t o  t h e  l a r g e  d o l l a r  a m o u n t s  i n v o l v e d  w i t h  t h e  t y p e  o f  p r o j e c t s  t h a t  will  b e  f i n a n c e d  t h r o u g h  
t h e  D i r e c t  F i n a n c e  P r o g r a m .

T h e  C h a n g e  in R e v e n u e s  r e f l e c t s  G e n e r a l  F u n d  r e v e n u e s  t o  t h e  s t a t e  g e n e r a t e d  f r o m  t h e  i n c r e a s e d  AIDEA 
d i v i d e n d s .  T h e  AIDEA d i v i d e n d  is c a l c u l a t e d  f r o m  " b a s e  y e a r ” w h i c h  is t w o  y e a r s  p r i o r  t o  c u r r e n t  y e a r ,  f o r  e x a m p l e  
t h e  FY 2 0 1 6  d i v i d e n d  c a l c u l a t i o n  will  b e  b a s e d  o n  FY 2 0 1 4  n e t  r e v e n u e s .  It  is e s t i m a t e d  t h a t  d i v i d e n d s  e a r n e d  t o  
t h e  s t a t e  w il l  s t a r t  i n c r e a s i n g  in  FY 2 0 1 6  b a s e d  o n  p r o j e c t e d  y e a r l y  i n c r e a s e  in n e t  i n c o m e  g e n e r a t e d  f r o m  t h e  n e w  
f i n a n c i n g  t o o l .

STATE OF ALASKA BILL NO. CSHB 74(L&C)
2013 LEGISLATIVE SESSION

(Revised 1/15/2013 OMB) Page 2 of 2



AIDEA
A I D E A  I n f o r m a t i o n  S h e e t :  H B  7 4

W hy provid ing AIDEA th e  ab ility  to  u se  
p ro jec t fin an cin g  w ith o u t o w n ersh ip  
is  u se fu l?

• It more closely matches AIDEA's financing 
tools with the nature of the projects being 
financed, and is more consistent with public 
policy supporting economic development 
finance programs.

• It reduces complexity, cost and time involved 
in structuring financings

• It provides AIDEA (and the state) more 
protection from possible risk and liabilities 
associated with projects being financed

• It can improve overall economics of 
financings by more closely aligning 
ownership with potential tax benefits.

E xam ples o f  p ro jects  for  w h ich  th is  
n ew  fin an cin g  to o l m igh t be used:

• Industrial development as opposed to 
commercial real estate

• Oil and gas
• Minerals and mining
• Infrastructure development (ports, roads, etc.)

AIDEA's ownership in large "enabling 
infrastructure" projects including DMTS and the 
ports of Ketchikan and Skagway have achieved 
significant economic development results for 
Alaskan regions, while providing modest 
financial returns to AIDEA. The ownership 
model, with AIDEA maintaining an active, 
ongoing ownership role, w ill continue to be an

appropriate approach to infrastructure 
projects supporting private economic 
activities -  in situations where AIDEA's long­
term ownership meets state public policy 
objectives.

For infrastructure projects sponsored by other 
entities, where AIDEA may be playing a more 
facilitating financing role -  and there are 
public policy or business reasons for 
the sponsoring entity to maintain ownership 
-  project financing (without AIDEA 
ownership) would be more appropriate.

Similarly, for non-infrastructure projects, the 
"develop and own" model is not ideal. These 
are typically industrial resource development 
projects that involve direct financing and 
operations of private businesses (as opposed 
to infrastructure), and engender risk profiles 
not common to commercial real estate. There 
is usually no public purpose rationale for 
AIDEA to hold an ownership position in 
these industrial facilities. In fact there are 
good public policy and business arguments 
for AIDEA not having an ownership position, 
including risk mitigation, cost of complex 
ownership structures, potential competition 
with other private investments and tax issues.

Benefits include AIDEA participating in 
financing for industrial development projects 
as a project lender with greater flexibility and 
with a more effective firewall against 
environmental and liability risks and lower 
transaction costs. This will also result in faster 
more timely transactions.

A la s k a  I n d u s t r i a l  D e v e l o p m e n t  a n d  E x p o r t  A u t h o r i t y

AIDEA • 813 West Northern Lights Blvd. • Anchorage, Alaska 99503 • Phone:(907)771-3000 • Fax:(907)771-3044 • Toll Free (Alaska Only) 888-300-8534
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and Exgeit A u f t o r t r y

Analysis o f Changes CS H B 74  (L & C )

T h e CS for H B  74 (L&C) contains all the operable language concerning statutory authority for A ID E A  to offer 
project financing that was in the original version o f  the bill w ithout change. That is, the operative parts o f  the 
project financing portions o f  the original H B  74 are included in CS H B 74. There are a few  differences between  
the bills, but these differences are ones o f  syntax, grammar, punctuation, and single word changes as set forth 
below.

1. CS for H B  74  inserts the word “and” at line22, p. to AS 44.88.010(a)(9) so that line 22 reads “debt, to ow n and 
operate facilities, an d  to make and insure loans to finance and t o . . . ” The addition o f  the conjunctive “and” 
does n ot change the m eaning o f  the statute and is grammatically correct whereas the syntax o f  the original is 
probably incorrect because it is a classic tun on phrase.

2. In Section 3, AS 44.88.080(25) at line 20, p. 2 the Com m ittee substitute changes the word “Airport” to 
“airports”. T h e January 16* original version o f  H B  74 used the singular so that the phrase read “to lend 
am ounts from  the international airport revenue fund to finance the developm ent or im provem ent o f  utilities 
serving the airports.” (emphasis supplied).

This portion o f  A ID E A ’s statutes references the Public Finance statute AS 37.15.430 entided the “ In tern ational 
airports rev en u e  fu n d ” (emphasis supplied). A s a result, this part o f  HB 74 that references this fund should use 
“airports” and n ot “airport”. Original HB 74 used the term “airport” because that is the term used in the 
codified  statutes o f  the authority. H ow ever, the use o f  the singular in A ID E A ’s statutes is incorrect and the CS 
for H B 74 (L&C) contains a correction that conform s with the statutory reference to the correct name for the 
fond in AS 37.15.430.

3. A nother change in Section 3 occurs in AS 44.88.080(9) at page 4, lines 30 and 31. The changes involve three 
grammatical changes: (1) the deletion o f  a coma in line 30 after the word “them ”; (2) the insertion o f  a coma 
after the word “w ith”; and (3) deletion o f  the word “or” after the phrase “federal agency” in line 30.

N o n e  o f  these changes affect the m eaning o f  the statute. They are also grammatically correct changes. For 
exam ple, the operative intent o f  provision 9 is that A ID E A  can accept gifts, grants, or enter into contracts with a 
variety o f  governm ental entities w hich are then listed. The original com a after the w ord “them ” is misplaced 
because the parenthetical pause needed is before the list o f  agencies that starts with the preposition “w ith” and 
n ot the noun “them ”.

Similarly, the deletion o f  the first use o f  the disjunctive “or” is correct because this part o f  the statute is a list o f  
governm ental agencies so that the first “or” is not needed. Finally, insertion o f  the indefinite pronoun “a” 
before the phrase “private organization” at page 4 line 31 is correct because it is already used before the word 
“municipality” in the sam e line; the use o f  the indefinite is correct in this context because this is a reference to 
any municipality or private organization.

4. A lso  in Section 3 in AS 88.44.080(31), the word “im pacted” is changed to “affected” at line 6, p. 7 so that the 
pertinent phrase reads “the interests o f  local governm ents affected by the authority’s activities to share in the 
benefits o f  these activities....” N o t  sure w hy the change in predicates is being made. Both verbs “impact” and 
“affect” can have, and in this context, do have essentially the same m eaning from  a legal perspective. From a 
perspective o f  syntax, the use o f  the predicate “affected” is grammatically preferable because one is affected by 
actions whereas im pacted is a term often used in an environm ental context.

813 West Northern Lights Boulevard Anchorage, Alaska 99S03 T  907.771.3000 Toll Free (Alaska Only) 888.300.8534 F 907.771.3044
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C S H B  7 4  (L& C )

" A n  A c t  r e l a t i n g  t o  d e v e l o p m e n t  p r o j e c t  f i n a n c i n g  b y  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  a n d  E x p o r t  A u t h o r i t y . "

S e c t i o n a l  A n a l y s i s

S e c t i o n A n a l y s i s
1 A S 4 4 . 8 8 . 0 1 0  ( a )  is a m e n d e d  t o  a l l o w  A ID E A  w i t h  t h e  a u t h o r i t y  t o  u t i l i z e  d e v e l o p m e n t  p r o j e c t  

f i n a n c i n g .

2 A S  4 4 . 8 8 . 0 7 0  is a m e n d e d  t o  r e f e r e n c e  A I D E A 's  a b i l i t y  t o  p r o v i d e  d e v e l o p m e n t  p r o j e c t  
f i n a n c i n g  f o r  e n t e r p r i s e s  a n d  o t h e r  f a c i l i t i e s  d e s c r i b e d  in A S  4 4 . 8 8 . 1 7 2  a n d  t o  d e l e t e  t h e  t e r m  
" A l a s k a "  a s  i t  a p p e a r s  in 4 4 . 8 8 . 0 7 0  a n d  r e p l a c e  it e a c h  t i m e  w i t h  t h e  p h r a s e  " o f  t h e  s t a t e " .

3 A S  4 4 . 8 8 . 0 8 0  is a m e n d e d  in  s u b s e c t i o n s  ( 2 0 )  a n d  ( 2 2 )  b y  r e p l a c i n g  t h e  w o r d  " A l a s k a "  w i t h  t h e  
p h r a s e  " o f  t h e  s t a t e " ;  t o  r e p l a c e  t h e  w o r d  " A i r p o r t "  is s u b s e c t i o n  ( 2 5 )  w i t h  t h e  w o r d  
" a i r p o r t s " ;  t o  r e p l a c e  in  s u b s e c t i o n  ( 3 1 )  t h e  w o r d  " i m p a c t e d "  w i t h  t h e  w o r d  " a f f e c t e d " ;  a n d  t o  
a d d  n e w  s u b s e c t i o n  ( 3 2 )  t o  r e f e r e n c e  A I D E A 's  a b i l i t y  t o  p r o v i d e  d e v e l o p m e n t  p r o j e c t  f i n a n c i n g  
f o r  a l l  o r  a  p o r t i o n  o f  t h e  c o s t  o f  a  d e v e l o p m e n t  p r o j e c t  a s  p r o v i d e d  f o r  in A S  4 4 . 8 8 . 1 7 2 .

4 A S  4 4 . 8 8 . 1 7 2 ( a )  is a m e n d e d  t o  r e f e r e n c e  A I D E A 's  a b i l i t y  t o  p r o v i d e  d e v e l o p m e n t  p r o j e c t  
f i n a n c i n g  f o r  p r o j e c t s  t h e  a u t h o r i t y  d o e s  n o t  i n t e n d  t o  o w n  o r  o p e r a t e .

5 A S  4 4 . 8 8 . 1 7 2  is 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  (d )  g r a n t i n g  A ID E A  a u t h o r i t y  t o  a d o p t  
r e g u l a t i o n s  f o r  d e v e l o p m e n t  p r o j e c t  f i n a n c i n g .

6 A S  4 4 . 8 8 . 9 0 0  is a m e n d e d  b y  a d d i n g  a  n e w  d e f i n i t i o n  f o r  " d e v e l o p m e n t  p r o j e c t  f i n a n c i n g . "

a i d e a . o r g

813 West Northern Lights Boulevard Anchorage, Alaska 99503 T  907.771.3000 Toil Free (Alaska Only) 888.300.8534 F  907.771.3044



A laska Peninsula
S o u th w e s t A laska M u n ic ip a l C onference A leutian  ch a in

3300 Arctic Boulevard, Suite 203 Anchorage, AK  99503 p: 907.562.7380 ww w .sw am c.ors—Sristo1 Bay
Kodiak Island
P rib ilo f Islands

R e p r e s e n t a t i v e  A l a n  A u s t e r m a n  
C o - C h a i r  o f  H o u s e  F i n a n c e  C o m m i t t e e

R e p r e s e n t a t i v e  Bill S t o l t z e  
C o - C h a i r  o f  H o u s e  F i n a n c e  C o m m i t t e e

R e :  S W A M C  S u p p o r t  f o r  H B 7 4  -  A ID E A :  LNG P r o j e c t ;  D i v i d e n d s ;  F i n a n c i n g  

R e p r e s e n t a t i v e s  A u s t e r m a n  a n d  S t o l t z e ,

T h e  S o u t h w e s t  A l a s k a  M u n i c i p a l  C o n f e r e n c e  ( S W A M C )  w o u l d  l i k e  t o  p r o v i d e  s u p p o r t  f o r  HB 7 4 ,  " A n  A c t  
r e l a t i n g  t o  d e v e l o p m e n t  p r o j e c t  f i n a n c i n g  b y  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  a n d  E x p o r t  A u t h o r i t y  
(A ID E A ) ;  r e l a t i n g  t o  t h e  d i v i d e n d s  f r o m  A IDEA; a u t h o r i z i n g  A ID E A  t o  p r o v i d e  f i n a n c i n g  a n d  i s s u e  b o n d s  
f o r  a  l i q u e f i e d  n a t u r a l  g a s  p r o d u c t i o n  s y s t e m  a n d  n a t u r a l  g a s  d i s t r i b u t i o n  s y s t e m . "

T h i s  l e t t e r  o f  s u p p o r t  s p e a k s  s p e c i f i c a l l y  t o  t h e  l e n d i n g  p o r t i o n  o f  t h e  bill.  A ID E A  is c u r r e n t l y  r e q u i r e d  t o  
t a k e  a n  o w n e r s h i p  p o s i t i o n  w h e n  f i n a n c i n g  a  p r o j e c t ,  s u c h  a s  t h e  K e t c h i k a n  S h i p y a r d  a n d  S k a g w a y  O r e  
T e r m i n a l .  H B  7 4  w i l l  a l l o w  A I D E A  t o  d i r e c t l y  f i n a n c e  p r o j e c t s  a n d  b e c o m e  a  l e n d e r  i n s t e a d  o f  a n  e q u i t y  
p a r t n e r .  T h i s  d o e s  n o t  m e a n  t h a t  A ID E A  w il l  c o m p e t e  w i t h  t h e  s t a t e ' s  l e n d i n g  i n s t i t u t i o n s  b e c a u s e  o f  t h e  
s c o p e  a n d  s i z e  o f  t h e s e  p r o j e c t s ,  a n d  t h e  bil l  s o  f a r  h a s  r e c e i v e d  s u p p o r t  f r o m  f i n a n c i a l  i n s t i t u t i o n s .

T h e r e  a r e  s e v e r a l  r e a s o n s  w h y  p r o v i d i n g  A ID E A  t h e  a b i l i t y  t o  u s e  p r o j e c t  f i n a n c i n g  w i t h o u t  o w n e r s h i p  is 
u s e f u l ,  i n c l u d i n g :
•  It m o r e  c l o s e l y  m a t c h e s  A I D E A 's  f i n a n c i n g  t o o l s  w i t h  t h e  n a t u r e  o f  t h e  p r o j e c t s  b e i n g  f i n a n c e d ,  a n d  

is m o r e  c o n s i s t e n t  w i t h  p u b l i c  p o l i c y  s u p p o r t i n g  e c o n o m i c  d e v e l o p m e n t  f i n a n c e  p r o g r a m s
•  It r e d u c e s  c o m p l e x i t y ,  c o s t  a n d  t i m e  i n v o l v e d  in  s t r u c t u r i n g  f i n a n c i n g s
•  It p r o v i d e s  A ID E A  ( a n d  t h e  s t a t e )  m o r e  p r o t e c t i o n  f r o m  p o s s i b l e  r i s k  a n d  l i a b i l i t i e s  a s s o c i a t e d  w i t h  

p r o j e c t s  b e i n g  f i n a n c e d
•  It c a n  i m p r o v e  o v e r a l l  e c o n o m i c s  o f  f i n a n c i n g s  b y  m o r e  c l o s e l y  a l i g n i n g  o w n e r s h i p  w i t h  p o t e n t i a l  t a x  

b e n e f i t s .

A s  a  r e g i o n a l  e c o n o m i c  d e v e l o p m e n t  a g e n c y ,  S W A M C  is  a l w a y s  l o o k i n g  f o r  i n n o v a t i v e ,  e f f e c t i v e  a n d  
s e n s i b l e  t o o l s  t o  c r e a t e  m o r e  i n v e s t m e n t  a n d  e c o n o m i c  a c t i v i t y  in  A l a s k a .  G i v i n g  A ID E A  g r e a t e r  f l e x i b i l i t y  
w i t h  f i n a n c i n g  o p t i o n s  s h o u l d  c r e a t e  a  m o r e  e f f e c t i v e  f i r e w a l l  a g a i n s t  e n v i r o n m e n t a l  a n d  l i a b i l i t y  r i s k s  
a n d  l o w e r  t r a n s a c t i o n  c o s t s ,  w h i l e  a l s o  r e s u l t i n g  in f a s t e r  a n d  t i m e l i e r  t r a n s a c t i o n s .  W e  s u p p o r t  t h i s  bill.

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n .

S i n c e r e l y , /

E x e c u t i v e  D i r e c t o r

Economic development and advocacy for Southwest Alaska 
E c o n o m i c  D e v e l o p m e n t  D i s t r i c t  (E D D ) a n d  A l a s k a  R e g i o n a l  D e v e l o p m e n t  O r g a n i z a t i o n  (A R D O R )

M a r c h  2 8 ,  2 0 1 3
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T h e  H o n o r a b l e  K u r t  O l s o n
C h a i r ,  H o u s e  L a b o r  &  C o m m e r c e  C o m m i t t e e
S t a t e  C a p i t o l ,  R o o m  1 2 4
J u n e a u ,  A l a s k a
9 9 8 0 1

D e a r  R e p r e s e n t a t i v e  O l s o n :

RE: CS H B 7 4  (L & C )

O n  b e h a l f  o f  H e a t h e r d a l e  R e s o u r c e s ,  a  m i n i n g  c o m p a n y  w o r k i n g  o n  t h e  N i b l a c k  P r o j e c t  in  S o u t h e a s t  A l a s k a ,  I a m  
w r i t i n g  in s u p p o r t  o f  t h e  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e ' s  S u b s t i t u t e  f o r  H B  7 4 .  T h i s  C o m m i t t e e  
S u b s t i t u t e  is a  bil l  t h a t  g r a n t s  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  a n d  E x p o r t  A u t h o r i t y  (A ID EA ) s t a t u t o r y  
a u t h o r i t y  t o  p r o v i d e  d e v e l o p m e n t  p r o j e c t  f i n a n c i n g  f o r  i n f r a s t r u c t u r e  p r o j e c t s  s u c h  a s  t h o s e  t h a t  c o u l d  s u p p o r t  
a n d  e x p a n d  t h e  m i n i n g  i n d u s t r y  in  A l a s k a .

H e a t h e r d a l e  i s  w o r k i n g  d i l i g e n t l y  t o  a d v a n c e  t h e  N i b l a c k  P r o j e c t  o n  P r i n c e  o f  W a l e s  I s l a n d ,  a  p r o j e c t  w h i c h  c o u l d  
b r i n g  s i g n i f i c a n t  j o b s  a n d  e c o n o m i c  d e v e l o p m e n t  o p p o r t u n i t i e s  t o  S o u t h e r n  S o u t h e a s t  A l a s k a .  W e  h a v e  
e x p l o r e d  v a r i o u s  o p t i o n s  f o r  l o c a t i o n  o f  m i l l  a n d  a s s o c i a t e d  t a i l i n g s  f a c i l i t i e s ,  a n d  a r e  c u r r e n t l y  e v a l u a t i n g  t h e  
s u i t a b i l i t y  o f  t h e  G r a v i n a  I s l a n d  I n d u s t r i a l  S i t e  in  K e t c h i k a n  f o r  t h e s e  f a c i l i t i e s .  O n c e  w e  r e a c h  a  d e v e l o p m e n t  
d e c i s i o n ,  H e a t h e r d a l e  b e l i e v e s  t h a t  t h e  p r o j e c t  f i n a n c i n g  t o o l s  m a d e  a v a i l a b l e  in  CS H B  7 4  (L& C) c o u l d  b e  o f  
s u b s t a n t i a l  b e n e f i t  t o  t h e  p r o j e c t  a n d  t o  t h e  l o c a l  e c o n o m y .  If  A D IE A  w e r e  t o  s t r u c t u r e  a  f i n a n c e  p a c k a g e  f o r  a  
p r o j e c t  l i k e  t h i s ,  it w o u l d  s e r v e  t o  d i v e r s i f y  t h e  r e g i o n a l  e c o n o m y  a n d  c r e a t e  m u c h - n e e d e d  n e w  j o b s .

P a t r i c k  S m i t h  
P r e s i d e n t  C E O

C c:  H o u s e  L a b o r  &  C o m m e r c e  C o m m i t t e e
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T h e  H o n o r a b l e  B i l l  S t o l t z e ,  C o - C h a i r  
T h e  H o n o r a b l e  A l a n  A u s t e r m 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  
S t a t e  C a p i t o l  
J u n e a u ,  A K  9 9 8 0 1

R E :  S u p p o r t  f o r  H B 7 4  -  A I D E A  F i n a n c i n g  f o r  D e v e l o p m e n t  P r o j e c t s  

D e a r  R e p r e s e n t a t i v e s  S t o l t z e  a n d  A u s t e r m a n :

T h e  A l a s k a  B a n k e r s  A s s o c i a t i o n  ( A B A )  r e p r e s e n t s  e i g h t  m e m b e r  b a n k s ,  i n c l u d i n g  
A l a s k a  P a c i f i c  B a n k ,  D e n a l i  S t a t e  B a n k ,  F i r s t  B a n k ,  F i r s t  N a t i o n a l  B a n k  A l a s k a ,  
K e y B a n k ,  M t .  M c K i n l e y  B a n k ,  N o r t h r i m  B a n k  a n d  W e l l s  F a r g o  B a n k .

T h e  A B A  s u p p o r t s  e n a b l i n g  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  a n d  E x p o r t  A u t h o r i t y  
( A I D E A )  t o  p a r t i c i p a t e  i n  d i r e c t  d e v e l o p m e n t  p r o j e c t  f i n a n c i n g  a s  p r o v i d e d  f o r  i n  H B 7 4 .  
A l a s k a  b a n k s  h a v e  w o r k e d  s u c c e s s f u l l y  w i t h  A I D E A  o n  m a n y  c o m m e r c i a l  b u s i n e s s  
d e v e l o p m e n t s  w h e r e  t h e  b a n k s  a r e  t h e  i n i t i a l  l e n d e r  i n t e r f a c e  w i t h  a  p r o s p e c t i v e  
c o m m e r c i a l  b o r r o w e r ,  a n d  b e l i e v e  t h a t  p r o v i d i n g  A I D E A  w i t h  t h i s  n e w  f i n a n c i n g  t o o l  
w o u l d  e n c o u r a g e  a n d  c o m p l i m e n t  p r i v a t e  s e c t o r  f u n d i n g  o f  q u a l i f i e d  e c o n o m i c  
d e v e l o p m e n t  p r o j e c t s .

T h e r e  a r e  i n h e r e n t  r i s k s  w i t h  a n y  d e v e l o p m e n t  p r o j e c t  b u t  s u c h  r i s k s  c a n  b e  m i t i g a t e d  
b y  w o r k i n g  i n  c o n j u n c t i o n  w i t h  A l a s k a ' s  b a n k i n g  s e c t o r  a n d  a l l o w i n g  c e r t a i n  c r e d i t  
e n h a n c e m e n t s  t o  a t t r a c t  i n v e s t o r s  a n d  l e n d e r s ,  a l i k e .  F o r  e x a m p l e ,  t h e  p r o p o s e d  c r e d i t  
e n h a n c e m e n t s  u n d e r  t h e  S u s t a i n a b l e  E n e r g y  T r a n s m i s s i o n  a n d  S u p p l y  ( S E T S )  
P r o g r a m  a r e  e x p e c t e d  t o  l e v e r a g e  A I D E A ' s  c a p i t a l  a t  a  f i v e - t o - o n e  r a t i o ,  p r o v i d i n g  u p  t o  
f i v e  t i m e s  t h e  c a p i t a l  a p p r o p r i a t e d  b y  t h e  A l a s k a  L e g i s l a t u r e  i n  2 0 1 2 .

A l a s k a ' s  b a n k s  a r e  c o m m u n i t y - f o c u s e d  a n d  s t r o n g ;  A B A  m e m b e r s  h a v e  a m p l e  c a p i t a l ,  
e x c e s s  l i q u i d i t y  a n d  a l l  w a n t  t o  l e n d .  H B 7 4  w o u l d  h e l p  e n a b l e  A l a s k a  b a n k s  t o  
p a r t i c i p a t e  i n  t h e  f i n a n c i n g  o f  s o m e  o f  A l a s k a ' s  m o s t  p r e s s i n g  e c o n o m i c  d e v e l o p m e n t  
c h a l l e n g e s .  T h e  A B A  u r g e s  y o u r  s u p p o r t  f o r  a n d  p a s s a g e  o f  H B 7 4  i n  t h i s  2 0 1 3  
l e g i s l a t i v e  s e s s i o n .

A l a s k a  B a n k e r s  A s s o c i a t i o n


