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BUILDING COMMUNITY TOTAL SQ. FT.

ASHA 719 

ASHA 755 

ASHA 707 

ASHA 754 

ASHA 734 

ASHA 705 

ASHA 712 

ASHA 7-3 

ASHA 640 

ASHA 717 

ASHA 765 

ASHA 794

Delta Junction

F a i r b a n k s

Ft. Yukon

Glennallen

Juneau

Kenai

Ketchikan

Si tka

Valdez

Kodiak

Anchorage

Anchorage

BDGSF3/0223-01/4

TOTAL COST/YR. ACS SQ. FT. ACS COST/YR.

$ 7,831.22 1,447 $ 6,437.61

197,386.30 48,692 166,980.86

40,291.00 859 14,027.00

12,605.20 850 3,083.30

715,142.04 30,489 394,493,34

213,518.86 10,595 150,382.62

356,419.72 13,962 168,917.77

154,290.53 7,906 102,930.70

147,966.19 4,197 58,279.17

40,815.90 6,868 157.30

159,163.70 28,352 115,030.24

917,670.28 91,148 862,499.89

$ 2,963,100.94 245,365 $ 2,072,219.80

Court Occupied Space: 245,365

Other Agencies Space: 96,786

Total ASHA Combined 

Facility Office Space: 342,151
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P o s it io n  Paper

SB 471

This bill will effectively give the Supreme Court control over all Court 

facilities i.e., combined Court and office buildings. Historically the Court 

has evicted Executive branch agencies from rourt-controlled facilites.

This department has a neutral position on this bill as long as the Legisliture 

realizes that when the Court evicts Executive branch agencies, funds mu-jt be 

provided to procure alternate space. We expect the Court to begin to expel 

Executive branch agencies beginning with the Recorder's Office in Fairbanks as 

soon as the bill is passed. In order to allow sufficient time to budget for 

the procurement of alternate space, the following amendment is suggested:

Add Section I; AS 22.05.025(b): The Supreme Court must provide a one (1)

year notice prior to requiring an Executive branch agency to vacate a 

Court facility.

CHAl,

/V
Robert J. Link, Director 

Division of General Services & Supply
Date

/  V  ' /

Commissioner Lisa Rudd 

Department of Administration

3 A

Date

Page 1 o f  1
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t STATE OF ALASKA 7984 LEG ISLA T IV E  SESSION
FISCAL NOTE

REQUEST FISCAL DETAIL

Bi11/Resolution No.: SB 471 Agency Affected; Administration _______

Title: An Act relating to Court Facilities Program Category~A~ffected: General Services

________________  ̂    & Supply ________  __________

Sponsor: Kerttula, Eliason, et al. BRU, Program of Subprogram(s) Affected:

Requestor:____________________________________  Leasing & Facilities_____________________________

Date of Request:__________________________________________________________________________________

[R e v is io n  D a te : ,  198^
Page 1 o f v _______

EXPENDITURES/REVENUES: (T lousands of Dollars)

FY 84 FY 85 FY 86 FY 87 FY 88 FY 89
OPERATING

100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL 0 3,900.0 3,816.0 4,045.0 4,287.7 4,545.
400 SUPPLIES

500 EQUIPMENT

600 LAND & STRUCTURES

700 GRANTS, CLAIMS, ETC

800 MISCELLANEOUS

TOTAL OPERATING 0 3,900.0 3,816.0 4,045.0 4,287.7 4,545.

CAPITAL

REVENUE

FUNDING: (Thousands of Do' lars) -

GENERAL FUND 3,900.0 3,816.0 4,045.0 4,287.7 4,545.
FEDERAL FUNDS

OTHER

TOTAL 3,900.0 3,816.0 4,045.0 4,287.7 4,545.

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

NONE

ANALYSIS: Attach a separat

Prepared By: Robert Link

Division: General Service? & Supply

r anv Analysis. 

/ w M L .

Approved by Commissioner: Lisa Rudd

Agency: DEPARTMENT OF ADMINISTRATION

Distribution (by Agency preparing fiscal note): 

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 

Impacted Agency(ies)

¥
Phone: 465-2253_____

Date: February 23, 1 9 W

Date: _________

12/1/83



SB 471 

Fiscal Note Analysis 

Prepared by Division of General Services & Supply 

Department of Administration 

February 23, 1984

Currently, affected combined facilities in twelve (12) communities (see 

attached) are under A.S.H.A. Lease Agreements with the Department of 

Administration. Costs and Occupancy ratios as follows:

Costs under A.S.H.A. (per year) = $2,963,100.94

Percentage of Costs:

Court System 70% = $2,072,219.80.

Other Agencies 30% = $890,881,14.

Occupancy Status: (net 342,151 square feet)

Court System 71.7% = 245,365 square feet 

Other Agencies 28.3% = 96,786 square feet

Passage of this bill will probably result in a need to replace approximately

100,000 square feet of Office opace. At an estimated replacement cost of 

$3.00 per square foot this represent an initial increase in lease costs 

(budget) of $3,600,000 per annum, v an estimated $300,000 as a one time 

cost to cover moving expenses.

[100,000 square ft. x 3.00 x 12] + 300,000 = $3,900,000.00

A six percent (6%) adjustment factor was used for estimating subsequent fiscal 

year costs.

As many of the affected facilities are in Bush areas, other space may not be 

readily available, resulting in loss of service to the public, or requiring 

construction of additional facilities. Cost estimates for construction are 

not known.

The Court System's past actions indicate the probability that they will expand 

into space now occupied by other agencies, i.e.:

1, ASHA #755 - Fairbanks Court and Facility

Court System occupancy over a five (5) year period:

1970 = 49.40% - 1975 = 84.57%, indicating:

a. an increased use of 35.07% of total space available

b. a growth of 70.85% in area required.

Currently, the Court System is attempting to evict the State Recorder's 
Office which occupies 2,237 square feet.

3/BDGSF3/0223-01/2



2. ASHA #765 - Anchorage Court and Office Building (old)

Court System occupies 62.69% of total space available.

In 1980 the Court System ousted both:

a. The State Recorder's office (3,752 square feet)

b. The Public Defender office (5,900 square feet)

Currently, the Court System requires additional space in Anchorage, 

Ketchikan, kqdiak, Kotzebue, Fairbanks and Nome.

3/BDGSF3/0223-01/3



BUILDING

■

COMMUNITY TOTAL SQ. FT. TOTAL COST/YR. ACS SQ. FT. ACS COST/YR.

ASHA 719 Delta Junction 1,760 $ 7,831.22 1,447 $ 6,437.61

ASHA 755 Fairbanks 57,582 197,386.30 48,692 166,980.86

ASHA 707 Ft. Yukon 2,468 40,291.00 859 14,027.00

ASHA 754 Glennallen 3,476 12,605.20 850 3,083.30

ASHA 734 Juneau 55,156 715,142.04 30,489 394,493.34

ASHA 705 Kenai 15,580 213,518.86 10,595 150,382.62

ASHA 712 Ketchikan 29,487 356,419.72 13,962 168,917.77

ASHA 713 Sitka 20,277 154,290.53 7,906 102,930.70

ASHA 640 Valdez 10,651 147,966.19 4,197 58,279.17

ASHA 717 Kodiak 9,563 40,815.90 6,868 29,157.30

ASHA 765 Anchorage 39,244 159,163.70 28,352 115,030.24

ASHA 794 Anchorage 96,907 917,670.28 91,148 862,499.89

TOTALS 342,151 $ 2,963,100.94 245,365 $ 2,072,219.80

Court Occupied Space: 245,365

Other Agencies Space: 96,786

Total ASHA Combined 

Facility Office Space: 342,151

BDGSF3/0223-01/4
S J B B H



P o s it io n  Paper

SB 471

This bill will effectively give the Supreme Court control over all Court 

facilities i.e., combined Court and office buildings. Historically the Court 

has evicted Executive branch agencies from Court-controlled facilites.

This department has a neutral position on this bill as long as the Legislature 

realizes that when the Court evicts Executive branch agencies, funds must be 

provided to procure alternate space. We expect the Court to begin to expel 

Executive branch agencies beginning with the Recorder's Office in Fairbanks as 

soon as the bill is passed. In order to allow sufficient time to budget for 

the procurement of alternate space, the following amendment is suggested:

Add Section 1, AS 22.05.025(b): The Supreme Court must provide a one (1)

year notice prior to requiring an Executive branch agency to vacate a 

Court facility.

Date

Division of General Services & Supply

DateCommissio.,er Lisa Rudd 

Department of Administration

Page 1 o f 1
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C O M M I T T E E  R E P O R T

S E N A T E

2/13/84

M r . Pret&tfent 

The Comr.xttee on JUDICIARY

court facilities; efd.

FURTHER: / FINANCE

Date
T — J

consideredSB 471

and (a majority of the committee) (the committee) reports it back with 
the following recommeiidations: V

] do pass

\ do pass with attached amendment(s)

replace with/or adopt ( CS for *)/ ( __________________
noi.7 t* T f* 1 O ^      '

ME£

hew title .
same title and recommends °r:-

and attached a ’’LETTER OF INTENT” 

reports it back without recommendation 

recommends referral to

[ ] NEW FISCAL NOTE

Committee

BERS SIGNING
DO PASS

MEMBERS HAVING 
OTHER RECOMMENDATIONS

Chairman

J ) o  P / & &
Chairm n recommendation



Introduced: 2/13/84
Referred: Judiciary rnd

Finance

B Y  K E R T T U L A ,  E L I A S O N ,  F A H R E N K A M P ,
F A I K S ,  V .  F I S C H E R ,  B E N N E T T . G I L M A N ,  
J O S E P H S O N ,  K E L L Y ,  M U L C A H Y ,
P E T T Y J O H N ,  R O D E Y ,  S A C K E T T ,

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

2 S E N A T E  B I L L  N O .  4 7 1

3 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

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

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  c o u r t  f a c i l i t i e s ;  a n d  p r o v i d i n g

7 f o r  a n  e f f e c t i v e  d a t e . "

8 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 :

9 * S e c t i o n  1 .  A S  2 2 . 0 5 . 0 2 5 ( a )  i s  am e n d e d  t o  r e a d :

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

1 1  t h e  p l a n n i n g ,  d e s i g n ,  c o n s t r u c t i o n ,  m a i n t e n a n c e ,  o c c u p a n c y ,  l e a s i n g ,

12  a n d  o p e r a t i o n  o f  a l l  c o u r t  f a c i l i t i e s  a n d  s h a l l  c o o p e r a t e  a n d  c o o r d i -

13  n a t e  w i t h  t h e  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s  s o

14  t h a t  c o u r t  f a c i l i t y  c o n s t r u c t i o n  p r o j e c t s  a r e  c a r r i e d  o u t  i n  a c c o r -

15  d a n c e  w i t h  t h e  s t a t u t e s  a n d  r e g u l a t i o n s  a p p l i c a b l e  t o  s t a t e  p u b l i c

16  w o r k s  p r o j e c t s .

17  *  S e c .  2 .  T h e  s u p r e m e  c o u r t  may d e v e l o p ,  c o n s t r u c t ,  a n d  f u r n i s h  a

18  f a c i l i t y  f o r  t h e  u s e  o f  t h e  c o u r t  s y s t e m  i n  A n c h o r a g e .  F u n d s  a p p r o p r i a t e d

19  b y  t h e  l e g i s l a t u r e  f o r  t h i s  p r o j e c t  may b e  u s e d  t o  l e a s e  t h e  f a c i l i t y

20 a u t h o r i z e d  u n d e r  t h i s  s e c t i o n .

2 1  * S e c .  3 .  S e c t i o n  3 ,  c h .  1 6 0 ,  S L A  1 9 8 0 ,  a s  a m e n d e d  b y  s e c .  2 ,  c h .  7 0 ,

22  S L A  1 9 8 2 ,  i s  r e p e a l e d .

23 *  S e c .  4 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  0 1 . -

24 1 0 . 0 7 0 ( c ) .

-1- SB 471
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Offered: 3/8/84
Referred: Finance

I N  T H E  S E N A T E  BY  T H E  J U D I C I A R Y  C O M M I T T E E

C S  F O R  S E N A T E  B I L L  N O .  4 7 1  ( J u d i c i a r y )

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  

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  c o u r t  f a c i l i t i e s ;  a n d  p r o v i d i n g

f o r  a n  e f f e c t i v e  d a t e . "

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 :

*  S e c t i o n  1 .  A S  2 2 . 0 5 . 0 2 5 ( a )  i s  a m e n d e d  t o  r e a d :

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

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

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

n a t e  w i t h  t h e  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s  s o  

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

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

w o r k s  p r o j e c t s .

* S e c .  2 .  T h e  s u p r e m e  c o u r t  may d e v e l o p ,  c o n s t r u c t ,  a n d  f u r n i s h  a 

f a c i l i t y  o r  f a c i l i t i e s  f o r  t h e  u s e  o f  t h e  c o u r t  s y s t e m .  F u n d s  a p p r o p r i a t e d  

b y  t h e  l e g i s l a t u r e  f o r  t h e s e  p r o j e c t s  may b e  u s e d  t o  l e a s e  t h e  f a c i l i t y  o r  

f a c i l i t i e s  a u t h o r i z e d  u n d e r  t h i s  s e c t i o n .

*  S e c .  3 .  S e c t i o n  3 ,  c h .  1 6 0 ,  S L A  1 9 8 0 ,  a s  am e n d e d  b y  s e c .  2 ,  c h .  7 0 ,  

S L A  1 9 8 2 ,  i s  r e p e a l e d .

*  S e c .  4 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  0 1 . -  

1 0 . 0 7 0 ( c ) .

Original sponsors: Kerttula, Eliason,
Fahrenkamp, et al

-1- CSSB 471(Jud)
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C O M M I T T E E  R E P O R T  

H O U S E

F U R T H E R :

5/21/64 Date:

• *• - J  ' ' :
' - •

The Committee on FINANCE  has had CSSB 479(Fin)

"An Act relating to a forest products business loan guarantee 
program; and providing for an effective date."

u n d e r  c o n s i d e r a t i o n  and recommends:
[ ] do pass [ ] do not pass

[ ] do pass with attached am en dm en ts(s )

,\ _ ..... . f \  C ] same title

['■/J rep ace with CS for C X  -= W  ■. \ " l r \ ( T c) [f j new title

and recommends c\ O

[ ] AND attaches a "Letter of Intent" [ ] New Fiscal Note

[ V J  Zero Fiscal Note Attached 
[ ] reports it back without recommendation'

[ ] referred to t h e ____________________________________________Committee

MEMBERS SIGNING MEMBERS HAVING

DO PASS , OTHER RECO MMENDATIONS:

 '/$ ̂  i—y —

/ } / T' ;-, * "r' f—
i ' jj 7

7t J  / f t  ----
/.■ J ( 3  > ' /hi i;—rr—:--------------------- ;----/ /

/ / /. -/v./ ■.

zzr
< 'p*- ( ; ( \
X ) j \ y  u ^ v ~ -  c.<^~--------

c.y / /  x .

(v ) j . u y  I S r - r x T z y T  ' / ,X'

^' A*""‘   7-

CHAIRMAN



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

REQUEST
B il l /R e s o lu t io n  No; CS SB 479 (Finance) 
T i t le : Fores t Products Loan Guarantee

Sponsor: Senate Finance________________
Requestor:______________________________

Revision Date j f / a a .  . /g f /

FISCAL DETAIL
Agency A ffe c te d : Revenue
Program Category A ffe c te d ;,

BRU, Program o r Subprogram^) A ffe c te d : 
Treasury_______________________________

Date o f Request: May 17. 1984_________

EXPENDITURES/REVENUES: (Thousands o f D o lla rs )
I FY 84 I FY 85 I FY 86 I FY 87 I FY 88 I FY 89

OPERATING 1 I
100 PERSONAL SERVICES 1 - 1 - 1 - 1 -  1 - 1 -
200 TRAVEL 1 - 1 - 1 - 1 -  1 - 1 -
300 CONTRACTUAL 1 - 1 - 1 - 1 -  1 - 1 -
400 SUPPLIES 1 1 - 1 - 1 -  1 - I -
500 EQUIPMENT 1 - 1 - 1 - 1 -  1 - 1 -
600 LANDS & STRUCTURES 1 - 1 - 1 - 1 -  1 - 1 -
700 GRANTS, CLAIMS I - 1 - 1 - 1 -  1 - 1 -
800 MISCELLANEOUS .1 - 1 - 1 - 1 -  I - 1 -

TOTAL OPERATING 1 1 — I — 1 -  1 1 “

1 CAT-ITAL 1 -  1 - 1 - 1 - 1 - 1 -

1 REVENUE 1 ~ 1 - 1 -  1 - 1 - 1 -

FUNDING: (Thousands o f D o lla rs )
| GENERAL FUND 1 -  1 - 1 -  1 - 1 - 1 -
| FEDERAL FUNDS ; -  i - 1 -  1 - 1 - 1 -
| OTHER !1 -  1 - 1 -  I - 1 - 1 -
1 TOTAL 11 -  1 - 1 -  1 - 1 — 1 —

POSITIONS:
1 FULL-TIME ii -  1 - 1 -  1 - 1 - 1 -
i PART-TIME |1 -  ! - 1 -  1 - 1 - 1 -
1 TEMPORARY 11 -  1 - i -  1 - 1 - 1 -

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

This f is c a l note addresses costs fo r Treasury to adm in is te r the program.

ANALYSIS: A ttach a separate page fo r ana ly s is .

Prepared By: M i l t Barker MB
D iv is io n : Treasury

Approved by Commissioner 
A ge n cy :______________

Phone: 465-2350
Date: May 17. 1984

Date: v-r/lu/gf

D is t r ib u t io n  (by Agency preparing f is c a l no te ): 
L e g is la t iv e  Finance 
L e g is la t iv e  Sponsor 
Requestor___________
Office of Management and Budget
Impacted Agency(ies)



O rig ina l sponsorsi Kurttu la and
Z iegler

1 | IN TilE SENATE BY THE FINANCE COHKITTEE

2 HOUSE CS FOR CS FOR S^HAIE BILL HO. 479 (Finance) '

' IH THE LEGISLATURE OF THE STATE OF ALASKA

* Section I .  AS 45 is  ataanded by adding a new chapter to rcadi 

CHAPTER : \ . FOREST PRODUCTS BUSINESS LOAH GUARANTEE PROGRAM.

4 THIRTEENTH LEGISLATURE - SECOND SESSION

5 A BILL .
’■V; •*('• "

6 For an Act e n tit le d t MAn Act re la tin g to a fo re s t products business loan

7 i guarantee progran» and providing fo r an e ffe c tive

8 date ."

9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OP ALASKA*
10

11

12 Sec. v. .94. 010. ESTABLISHMENT OF LOAH GUARANTEE FUND. The

fo res t products business loon guarantee fund is  established in the 

Dcparttsent o f Revenue.

Sec. 43.94.020. FOREST PRODUCTS BUSINESS LOAN CUASANTEE PROGRAM. 

The department nay, in  accordance w ith AS 43.94.050, use ooney in the 

fund to guarantee a loan fo r tha purpose o f operating or expanding a 

fo res t products business in the sta te , or fo r the acqu is ition o f on 

in te re s t in  a fo res t products business in  tha stAte.

13

14 

16 

16

17

18

19

20 Sec. 43.94.030. POWERS AND DUTIES OF THE DEPARTMENT. (a) The
21 conalssiouor nay
22

23

24

25

26

27

28 

29

(1) designate agents and delegate powers necessary to 

implement th is chapter}

(2) adopt regulations to implement th is chapterj .

(3) make and execute contracts and other instruments to 
implcncnt th is chapter}

(4) acquire rea l o r personal property by purchase, trans­

fe r , or foreclosure when thu acqu is ition is necessary to protect an 

in te re s t in tha fund) and
-1- HCS CSSB 479(Pin)



(5) receive, end protect against the disclosure o f, trxde 

secrets or other confiden tia l information reasonably necessary to 

conduct the review required by AS 45.94.050.

(b) The commissioner sha ll require tha t a loan guaranteed by the

fund be secured by adequate co lla te ra l, and tha t the net cash flow
' • w

from the fo ros t products business provides adequate coverage fo r the

debt service on the loan. The applicant sha ll provide a proposed.

operating plan and an economic and financ ia l fe a s ib i l i ty  analysis

prepared by a firm  acceptable to the department.

Sec. 45.94.040. INVESTMENT OP THE FUND. Honey in the fund that

Is not being used fo r loan guarantees under th is chapter sha ll be

invostcd as provided fo r the investment o f stuto treasury surplus

under AS 37.10.070. Income from investment sha ll be transferred to
V  - •  ■ '

the general fund.

' Sec. 45.94.050. CONDITIONS OF HAKIHG A LOAN GUARANTEE, (a) The 

department may guarantee a loan under th is chapter under tha follow ing 

conditions >

(1) the term of the loan may not exceed 10 yearsi

(2) the loan must bo secured by tho rea l or personal

property, inventory o r accounts receivable o f the fo res t products
*r v '***

business, or by other co lla te ra l acceptable to the departmentj

(3) the loan muBt orig ina te w ith and be serviced by a state 

or fede ra lly chartered fin an c ia l in s t itu t io n f

<4) i f  the loan is fo r the purpose o f acquiring an in te re s t 
in  a fo res t products business in the state

(A) the persona acquiring the in te re s t must be re s i­

dents o f the state and qua lified to operate and manage the busi­
ness j

(B) tho in te re s t acquired nay not be leas than 35 
HCS CSSB 479(Fin) V -2-
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percent o f Che stock, or assets o f tho businessj

( C )  Ch e  a c q u i s i t i o n  o u s t  b e  n e c e s s a r y  f o r  ^the c o n ­

t i n u e d  o p e r a t i o n  o f  t h e  b u s i n a s s i  and

(0) the comeiisslonar must fin d , on the basis o f the 

financ ia l and fe a s ib i l i ty  analysis end proposed operating plan 

subaitted under AS 4b.94.030(b), tha t- the acqu is ition .w i l l 

m a te ria lly increase the like lihood o f success of tha business,... 

and tha t add itiona l debt service v i l l  be o ffs e t by bunefic ia l 

operation or management changesi and

(5) i f  the loan is fo r the purpose, o f expanding or op­

erating a fo ros t products business in the sta te , the commissioner oust 

fin d , on Che basis o f the fin an c ia l and fe a s ib i l i ty  analysis and 
proposed operating plan submitted under AS 43.94.030(b), tha t Che 

expansion o f operating cap ita l v i l l  increase employment or avoid a 

decrease in employment in tho area in vhlch the business is  located, 

and that additiona l debt service w i l l be o ffse t by the probable 

savings or earnings from the expansion o f operating cap ita l.

(b) The department may provide a guarantee from the fund fo r up 

to 50 percent o f a loon, but may not guarantee more than $30,000,000 

per borrower. The department may not guarantee tho payment of annual 

in te re s t on the guaranteed portion o f a loan.

(c) A fte r a defau lt by a borrower, the maximum l ia b i l i t y  o f the 

fund fo r a loan guarantee under th is chapter la equal to tha amount iu 

default m u ltip lied by the guaranteed percentage o f tho loan. Payments 

received toward sa tis fac tion of a defau lt sha ll be allocated between 

the lender and the fund accordiug to the guaranteed percentage o f the 

loan u n t i l the p rin c ipa l balance has been repaid.

Sec. “ '.94.060. DEFIHITIOtfS. Iu th is chapter

k’ "commissioner" means the coumisoioner of revenues
-3 - HCS CSSB 479(Fin)
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(2) "department” oeana the Department o f Revcnuci

(3) "fo res t products business” means a sole proprie torsh ip , 

partnership, corporation or other business organization forced fo r the 

purpose o f harvesting or processing timber or other fo res t resourcesj

(4) "fund” means the fo res t products business loan guaran­
tee fund.

* Sec. 2. This Act takes e ffe c t immediately in  accordance with AS 01.- 

10.070(c).
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A s p e r  
5/24/84 “

O r i g i n a l  s p o n s o r s :  K e r t t u l a  and  ------
Z i e g l e r  c  ^

I N  T H E  S E N A T E  BY TH E  F I N A N C E  CO M M IT T E E

H O U S E  C S  FO R  C S  FO R  S E N A T E  B I L L  N O .  479 ( F i n a n c e )

I N  TH 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  -

T H IR 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  

A  B I L L

F o r  an A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  a f o r e s t  p r o d u c t s  b u s i n e s s  lo a n

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

d a t e . "

B E  I T  E N A C T E D  BY TH E  L E G I S L A T U R E  O F  TH E  S T A T E  O F  A L A S K A :  .

* S e c t i o n  1 .  A S  45 i s  amended b y  a d d in g  a new  c h a p t e r  t o  r e a d :

CH AP T ER  94. F O R E S T  P R O D UCTS  B U S I N E S S  L O A N  G U A R A N T EE  PROGRAM.

S e c .  4 5 . 9 4 . 0 1 0 .  E S T A B L I S H M E N T  O F  L O A N  G U A R A N T E E  F U N D .  The

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  f u n d  i s  e s t a b l i s h e d  i n  th e

D e p a r tm e n t  o f  R e v e n u e .

S e c .  4 5 . 9 4 . 0 2 0 .  F O R E S T  P R O D U CT S  B U S I N E S S  LO A N  G U A R A N T E E  PROGRAM.

The  d e p a r t m e n t  mav. i n  a c c o r d a n c e  w i t h  A S  4 5 . 9 4 . 0 5 0 . u s e  m oney i n  th e

fu n d  t o  g u a r a n te e  a l o a n  f o r  t h e  p u r p o s e  o f  o p e r a t i n g  o r  e x p a n d in g  a 
C/o o r  O ?  V k i .  v V ^ C .  o r  O V  aTTcrccoV- tw s fa O g ' 'c h 'uvX s o
f o r e s t  p r o d u c t s  b u s i n e s s  i n  t h e  s t a t e ,  o r  f o r  t h e  a c q u i s i t i o n  o f  an  
VyJ, sv\ Wv ; QV ■SV 8V*_ «wv̂ o\/sv\julo f>\.
i n t e r e s t  i n  a f o r e s t  p r o d u c t s  b u s i n e s s ?  i n  t h e  s t a t e .-----      vN PCS 0*503

S e c .  4 5 . 9 4 . 0 3 0 .  POWERS AND  D U T I E S  O F  T H E  DEP AR TM ENT .  ( a )  The

c o m m i s s i o n e r  may

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

im p le m e n t  t h i s  c h a p t e r ;

( 2 )  a d o p t  r e g u l a t i o n s  t o  im p le m e n t  t h i s  c h a p t e r ;

( 3 )  make and e x e c u t e  c o n t r a c t s  and o t h e r  i n s t r u m e n t s  t o  

im p le m e n t  t h i s  c h a p t e r ;

( 4 )  a c q u i r e  r e a l  o r  p e r s o n a l  p r o p e r t y  b y  p u r c h a s e ,  t r a n s ­

f e r ,  o r  f o r e c l o s u r e  when t h e  a c q u i s i t i o n  i s  n e c e s s a r y  t o  p r o t e c t  an 

i n t e r e s t  i n  t h e  f u n d ;  and i

- 1 -  H C S  C S S B  4 7 9 ( F i n )
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( 5 )  r e c e i v e ,  a n d  p r o t e c t  a g a i n s t  t h e d i s c l o s u r e  o f ,  t r a d e  

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

c o n d u c t  t h e  r e v i e w  r e q u i r e d  b y  A S  4 5 . 9 4 . 0 5 0 .

( b )  The  c o m m i s s i o n e r  s h a l l  r e q u i r e  t h a t  a l o a n  g u a r a n te e d  b y  th e  

f u n d  be s e c u r e d  b y  a d e q u a te  c o l l a t e r a l ,  and  t h a t  t h e  n e t  c a s h  f l o w  

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

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

o p e r a t i n g  p l a n  and a n  e c o n o m ic  and f i n a n c i a l  f e a s i b i l i t y  a n a l y s i s

p r e p a r e d  b y  a f i r m  a c c e p t a b l e  t o  t h e  d e p a r t m e n t .

S e c .  4 5 . 9 4 . 0 4 0 .  I N V E S T M E N T  O F  T H E  F U N D .  M o n e y  i n  t h e  fu n d  t h a t  

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

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

u n d e r  A S  3 7 . 1 0 . 0 7 0 .  In co m e  f r o m  i n v e s t m e n t  s h a l l  b e  t r a n s f e r r e d  t o  

t h e  g e n e r a l  f u n d .

S e c .  4 5 . 9 4 . 0 5 0 .  C O N D I T I O N S  O F  M A K IN G  A  L O A N  G U A R A N T E E .  ( a )  The
CTO

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

c o n d i t i o n s :

(1) t h ?  t e r m  o f  t h e  l o a n  may n o t  e x c e e d  10  y e a r s ;

( 2 )  t h e  l o a n  m u s t  b e  s e c u r e d  b y  t h e  r e a l  o r  p e r s o n a l

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

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

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

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

^  ( 4 )  i f  t h e  l o a n  i s  f o r  t h e  p u r p o s e  o f  a c q u i r i n g  ar i n t e r e s t

i n  a f o r e s t  p r o d u c t s  b u s i n e s s  i n  t h e  s t a t e

( A )  t h e  p e r s o n s  a c q u i r i n g  t h e  i n t e r e s t  m u s t  be r e s i ­

d e n t s  o f  t h e  s t a t e  and  q u a l i f i e d  t o  o p e r a t e  and  manaee t h e b u s i -  

n e s s ;

( B )  t h e  i n t e r e s t  a c q u i r e d  may n o t  be  l e s s  t h a n  35 I

HCS CSSB 4 7 9 ( F i n ) -2-
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p e r c e n t  o f  t h e  s t o c k  o r  a s s e t s  o f  t h e  b u s i n e s s !

( C )  t h e  a c q u i s i t i o n  m u s t  b e  n e c e s s a r y  f o r  t h e  c o n ­

t i n u e d  o p e r a t i o n  o f  t h e  b u s i n e s s ;  and

(D )  t h e  c o m m i s s i o n e r  m u s t  f i n d ,  on  t h e  b a s i s  o f  t h e

f i n a n c i a l  and f e a s i b i l i t y  a n a l y s i s  and  p r o p o s e d  o p e r a t i n g  p la n  

s u b m i t t e d  u n d e r  A S  4 5 . 9 4 . 0 3 0 ( b ) , t h a t  t h e  a c q u i s i t i o n  w i l l

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

a nd  t h a t  a d d i t i o n a l  d e b t  s e r v i c e  w i l l  be  o f f s e t  b y  b e n e f i c i a l  

o p e r a t i o n  o r  m anagem ent c h a n g e s ; and

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

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

f i n d ,  on  t h e  b a s i s  o f  t h e  f i n a n c i a l  and  f e a s i b i l i t y  a n a l y s i s  and

p r o p o s e d  o p e r a t i n g  p l a n  s u b m i t t e d  u n d e r  A S  4 5 . 9 4 . 0 3 0 ( b ) ,  t h a t  th e

e x p a n s i o n  o f  o p e r a t i n g  c a p i t a l  w i l l  i n c r e a s e  e m p lo y m e n t  o r  a v o i d  a 

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

a n d  t h a t  a d d i t i o n a l  d e b t  s e r v i c e  w i l l  b e  " f f s e t  b y  - t h e  p r o b a b le

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

( b )  T h e  d e p a r tm e n t  may p r o v i d e  a g u a r a n te e  f r o m  t h e  fu n d  f o r  up

t o  50 p e r c e n t  o f  a l o a n ,  b u t  may n o t  g u a r a n te e  m ore  t h a n  $ 3 0 ,0 0 0 ,0 0 6

p e r  b o r r o w e r .  Th e  d e p a r t m e n t  may n o t  g u a r a n te e  t h e  p a y m e n t  o f  an n u a l

t.i n t e r e s t  on t h e  g u a r a n te e d  p o r t i o n  o f  a l o a n .

( c )  A f t e r  a d e f a u l t  b y  a b o r r o w e r ,  t h e  maximum l i a b i l i t y  o f  t h e

f u n d  f o r  a l o a n  g u a r a n t e e  u n d e r  t h i s  c h a p t e r  i s  e q u a l  t o  t h e  am ount i n
a(c\ %  "Vo 'Vr-nTA

d e f a u l t  m u l t i p l i e d  b y  t h e  g u a r a n t e e d  p e r c e n t a g e  o f  t h e  l o a n .  P a ym en ts

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

t h e  l e n d e r  and  t h e  fu n d  a c c o r d i n g  t o  t h e  g u a r a n t e e d  p e r c e n t a g e  o f  th e

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

S e c .  4 5 . 9 4 . 0 6 0 .  D E F I N I T I O N S .  I n  t h i s  c h a p t e r

( 1 )  " c o m m i s s i o n e r "  m eans t h e  c o m m i s s i o n e r  o f  r e v e n u e ;

- 3 -  HCS CSSB 479(Fin)
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( 2 )  " d e p a r tm e n t"  m eans t h e  D e p a r t m e n t  o f  R e v e n u e ;

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

p a r t n e r s h i p ,  c o r p o r a t i o n  o r  o t h e r  b u s i n e s s  o r g a n i z a t i o n  fo r m e d  f o r  th e  

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

( 4 )  " fu n d "  means 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 ra n -

6 t e e  f u n d .

7 * S e c .  2 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  0 1 . -

8 1 0 . 0 7 0 ( c ) .

HCS CSSB A79(Fin) -4-
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SUBJECT:

TO:

Sectional Analysis of HCS CSSB 479 (Finance)

Representative A1 Adams 
Chairman, House Finance Committee

FROM: Linn H. Asper
Legislative Counsel

You have asked for a sectional analysis of the proposed 
House Finance committee substitute for Senate Bill 479, 
relating to a forest products business loan guarantee pro­
gram.

Section 1 establishes a forest products business loan 
guarantee program.

AS 45.94.010 establishes Lhe forest products business 
loan guarantee fund in the Department of Revenue.

AS 45.94.020 allows money in the guarantee fund to be 
used to guarantee a loan for the operation, expansion, 
or acquisition of a forest products business in the 
state.

AS 45.94.030 defines the powers and duties of the De­
partment of Revenue with regard to the guarantee fund.

AS 45.94.040 instructs the Department of Revenue on 
investment policies for money in the guarantee fund.

AS 45.94.050 states the conditions and limitations on 
making a loan guarantee secured by money in the guaran­
tee fund.

AS 45.94.060 provides definitions for terms used in the 
new chapter.

Section 2 provides for an immediate effective date.

L H A :lmb
L3/014



March 1, 1984

INTRODUCTION OF SB 479

t-

Senators Kerttula and Ziegler have introduced this legislation,

SB 479, as a means to assist the employees of the Alaska Division of the 

Louisiana-Pacific Corporation to acquire ownership of that Company's forest 

product business which is headquartered out of Ketchikan.

k a
L**

Senate Bill 479 will assist and make more secure the financing of an 

employee effort to pruchase'a controlling interest in the Ketchikan based 

forest products operation of Louisiana-Pacific Corporation. The employees 

have formed an ESOT (Employee Stock Ownership Trust) and study committee 

which represents all 800 direct employees of the division. In addition,

600 employees are employed by contractors for Ketchikan Pulp. If this 

employee purchase effort is not successful, LP has stated the operations 

will be shut down. Such an event will naturally result in massive 

unemployment and economic disruption.

s

The Borough and City of Ketchikan are vitally concerned about this 

problem, and fully support this employee effort.

The employees have completed five months of study and negotiations 

with LP, assisted by legal counsel and Salar.ion Brothers as financial 

advisors. The employees have committed to contribute a 25:.- reduction in 

pay and benefits as part of this purchase effort. They are confident that



wocx for zec&s-

Rfrlea.se Xo. 3'12-3-fc 
Contact*.  Barrv L a c t e r  (503)  221-030

0 $  SALE Or  ALASKA QPEP.ATIOMS TO EMPLOYEES

0 - * t c h i k a : > , A l a s k a ,  March 7} — L o u i s i a n a -
P a c i f i c  C a r p ,  a n n o un c ed  t o d a y  t h a t  i t  h a s  r e a c h e d  an 
a g r e e m e n t  i n  p r i n c i p l e  t o  s e l l  a p p r o x l a a t e l y  56 p e r c e n t  
o f  i t s  o w n e r s h i p  i n t e r e s t s  i n  i t 3  A l a s k a  f a c i l i t i e s

l i s h e d  by t h e  e m p l o y e e s  a t  t h o s e  o p e r a t i o n s .  The a g r e e m e n t  
v s s  r e a c h e d  w i t h  t h e  K e t c h i k a n  Pu lp  Company Employees

t o  r e v i e w  msui n e g o t i a t e -  th-e s a l e .  I t  i s  s u b j e c t  t o  
»  a u s b e r  ©-£ c o n d i t i o n s  i n c l u d i n g ,  t h e  "ESOT o b t a i n i n g  
Ttecersserv f i n a n c i n g ,  e x e c u t i o n  o f  a  d e f i n i t i v e  a g r e e m e n t  
and  any r e q u i r e d  a p p r o v a l s  by t h e  e f f e c t e d  employees,  
a s  v e i l  a s  by L o u i s i a n a - P a c i f i c * s  b o a r d  of  d i r e c t o r s .

The a g r e e m e n t  s e t s  a s a l e s  p r i c e  o f  $50 m i l l i o n  
t o  be pa id  v i t h  a combi n a t i o n  of  c a sh  and n o c e s .  L -?  
v i l l  no t  r e s l i c e  3 s i g n i f i c a n t  ga in  or l o s s  on t h e

t o  a n  Eapictyt-e Stock.  O w n e rs h i p  T r u s t  (E S 0 7 ) t o  be e s t 3 b ~

ES07 Study'Committee, an employee committee established

(more)



t r a n s a c t i o n - .  Cocu. iot i .on o f  t h e  s a l e  i s  e x p e c t e d  by______ ~

c i i i - I 9 S 4 .

L - P ’s Alaskan.  o p e r a t i o n s .  c o n s i s t  p r i m a r i l y  
o i  s  ?<iip s i l l  5a K e t c h i k a n  v i t h  an a n n u a l  c a p a c i t y  
o f  1 5 0 , 0 0 0  t o n s  w h ic h  a a n u f s c t u r r s  s p e c i a l t y  ' s u l f i t e  
p u l p  £or v o r i a  m a r k e t s  and t h r e e  s a w m i l l s  wh ic h  p rcau ce  
h i g h  q u a l i t y  s p r u e  a and he ml ock  c a n t s *  Tbs s i l l s  a r e  
s u p p o r t e d  by s l o n g - t e r a  t i m b e r  a g r e s n w n t  w i t h
t h o  U» S» F o t e x t  Service-- .

”We b e l i e v e  t h a t  t h e  l o n g - t e r m  p r o s p e c t s  
f o r  t h e s e  f a c i l i t i e s  w i l l  be b r i g h t e r  w i t h  employee  

. p a r t i c i p a t i o n  i n  o w n e r s h i p , * a c c o r d i n g  t o  H a r r y  A. Merlo> 
3u-? c h a i rm a n  and p r e s i d e n t *

L o u i s i a n a - P a c i f i c  is- a  m a j o r  f o r e s t  p r o d u c t s  
£ i m  w i t h  » o r e  th an  ICO p l a n t s  and m i l l s  t h r o u g h o u t  
t h e  U n i t e d  S t - a t e s ,

- 0 -
s

BZMTQ3S PLEASE MOTE; B e l e s s e d .  vii? B u s i n e s s  W i r e  
M a r c h  7% 19SS



STATE OF ALASKA 1934 LEG ISLA TIVE SESSIOIJ
FISCAL NOTE

Revision Date

REOIJEST FISCAL DETAIL
Bill/Resolution No: Loans Cs Hu 627 Agency Affected: Revenue
Title: Forest Produces Loan Program Category Affected:
Guarantee

Sponsor: House Loans BRU, Program or Subprogram^} ATtectea:
Requestor: House Resources Treasury
Date of Request: 3-10-34 •

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 1 FY o4 | FY 35 | FY 36 1 FY 3/ ! FY 38 | FY 89

I OPERATING 1 1 I I 1 1
| IUU PERSONAL SERVICES | - 1 - 1 - 1 - 1 - 1
I 200 TRAVEL 1 - 1 — 1 - 1 - 1 - 1
I 300 CONTRACTUAL | - i - 1 - 1 - 1 - 1
I 400 SUPPLIES I - 1 — 1 - 1 - 1 - 1
| 500 EQUIPMENT | 1 • it. 1 -.. - 1 - 1 - 1
I 600 LANDS & STRUCTURES I - 1 - 1 - 1 - 1 - 1
I 700 GRANTS, CLAIMS | - 1 - 1 - 1 - 1 - 1
I 800 MISCELLANEOUS | . V . ’l - 1 - 1 - 1 - 1
| TOTAL OPERATING -;v-0- 1 -0- | -0- | -0- | -0- | -0-

| CAPITAL | - 1 — 1 - 1 - 1 1

| REVENUE | - 1 - 1 - 1 - 1 - 1

FUNDING: (Thousands of Dollars)

| GENERAL FUND - 1 - 1 - 1 - 1 1
| FEDERAL FUNDS ' - 1 - 1 - 1 - 1 - 1
| OTHER - 1 - 1 - 1 - 1 - 1
| TOTAL • - 1 - 1 - 1 - 1 - 1

POSITICMS:

| FULL-TIME - 1 - 1 - 1 - 1 1
I PART-TIME - 1 - 1 - 1 - 1 - 1 - -
I TEMPORARY - 1 - 1 - 1 - 1 - 1 -

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

This fiscal note addresses costs for the Department of Revenue to administer the 

program. A guarantee would require tile amount of tiie guarantee to oe appropriated 
to the guarantee fund. 11

ANALYSIS: Attach a separate page for analysis.

Prepared Gy: Milt 3arker M ___________________  Phone: . 465-2350

Division: Treasury___________ _________________________  Date: 3-12-34

Approved by Commissioner: Date:
Agency:    ___________________________

Distribution (by Agency preparing fiscal note):

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and 3udget 

Impacted Agency(ies)



POTENTIAL UNEMPLOYMENT PAYMENTS TO DIRECT/INDIRECT & SERVICE RELATED EMPLOYEES IN 
THE EVENT OF A LOUISIANA PACIFIC AND ALASKA LUMBER & PULP CLOSURE

UNEMPLOYMENT
CLAIMENTS

AVERAGE PAYMENT 
& DURATION

EXHAUST BENEEITS 
39 WEEKS 52 WEEKS

3.000

6.000 

10,000

$6,245,580

$12,491,160

$20,818,600'

$14,952,600 

$29,905,200 

$49, 842,000

$19,936,800

$39,873,600

$66,456,000

CLAIMENTS

ADMINISTRATIVE COSTS OF MAKING PAYMENTS

AVERAGE PAYMENT & DURATION 39 WEEKS 52 WEEKS

3.000

6.000 

10,000

$139,296

$396,596

$659,711

$384,296

$769,452

$1,281,289

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

LOUISIANA PACIFIC EMPLOYMENT INFORMATION

DIRECT EMPLOYMENT 

SECONDARY EMPLOYMENT 

TOTAL EMPLOYMENT

800

600

1400

PAYROLL

$22.6 million

.WAGES 
& BENEFITS

$23 - 30 million
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LEGISLATIVE AFFAIRS AGENCY

M F. M 0 R A H D U M February 27, 1984

SUBJ1HT: Sectional analysis of
SB 479

TO: Senator Jalmar Kerttula
, j -. • • -■* ■

FR.OM: l/j Linn H. Asper
tlv* Legislative Council

You have asked for a sectional analysis of SB 479, relating 
to a forest products business loan guarantee program.

*Section 1 establishes the forest products business loan 
guarantee program and sets conditions for the loan guaran­
tees .

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

Sec. 45.94.020 allows the Department of E.evenue to use fund 
money to guarantee a loan for the purchase of 35 percent or 
more of the stock or assets of a forest products business by 
the employees of that business.

Sec. 45.94.030 grants the department the powers necessary to 
administer loan guarantees under the forest products busi­
ness loan guarantee program, and requires that a loan guar­
anteed must be secured by adequate collateral.

Sec. 45.94.040 directs the d partment to invest money from 
the loan guarantee fund that is not being used to guarantee 
loans in investments allowed under AS 37.10.070.

Sec. 45.94.050 establishes conditions on a loan guaranteej 
including maximum and minimum amounts that may be guaran­
teed, terms of loans guaranteed, security for guaranteed 
loans, state financial institution particioation in the 
guaranteed loan, and other terms applicable to guaranteed 
loans.

HJ¥M
PO UCHY S T A t ltA P U O l 

JU N IA U  ALASKA 99Q I I 

'10/ tfiS  JHOO



February 27, 1984

Senator Kerttula
Page 2

Sec. 45.94.055 allows the department to guarantee additional 
loans for a borrower under the terms of the chapter.

Sec. 45.94:060 provides definitions of terms used in the 
chapter.

Section 2 of the Act provides an immediate effective date.

LHArcsh
C2/137



Ketchi
i*on, Alosko, Wednesday. March 7. 1984
"raw ’w n w im n

■,/ • By GREGG POPPEN S'S 
Daily News Staff Writer 

Members of the Employee Stock 
Ownership Trust (ESOT) study 
committee Tuesday approved a $50 
million employee buy "out of 
Louisiana-Pacific Ketchikan Division 
(LPK) after months of bargaining 
with the parent corporation. ESOT 
would hold 56 percent of the division’s 
stock, with Louisiana-Pacific (L-P) 
keeping the rest.

About 11 percent of the refinanced 
stock is expected to be offered to the 
public by ESOT.

ESOT leader and LPK comptroller 
Martin Pihl said today the study

V.V  ..... **.. .’r . ' ’ .**• ; 4? m.

'committee’s 28 members — salaried 
management employees and union 
wage . employees — had given the 
purchase proposal close consideration 
since drafting over the weekend a 
letter of intent to participate with L-P 
in the $90 million deal. “I think we all 
feel pretty good about it. There was 
not unanimous approval, but very 
near,” he said.

Pihl said ESOT’s purchase of 
division stock is conditional on 
finding $50 million in financing and 
gaining employee approval of the 
plan. It must also be approved by the 
Louisiana Pacific board of directors.

■ - . . .  t J  . . . . . . . . . . . .  1,

The sale is expected to be com- ! 
pleted by mid-1984, according to a ' 
press release issued today by • 
Ixiuisiana-Pacific. . /  i

L-P proposed the employee buy out 
last fall and first offered "the division 
to employees for about $150 million. 
LPK facilities include the Ward Cove 
pulp mill, the Ketchikan Spruce Miil 
on the downtown waterfront and the 
Kenai Lumber Co. of Seward. Other 
facilities are logging camps, sorting 
yards and Annette Hemlock, a 
sawmill in Metlakatla. Nearly a 
thousand workers are on the LPK 
payroll at full production. The pulp

Bu ef l W U H o a viflWfjw

1
mill is considered Ketchikan’s 
greatest employer.

Financing search 
ESOT executives will finish pre­

paring .inancial documents in the 
next several weeks with the help of 
Salomon Brothers, the New York 
financial consultants who were hired 
by ESOT. Pihl said ESOT committee 
members have a list of six major 
banks in Alaska and the Lower 48 
which will hear ESOT’s pitch for 
financing, . •

Bankers are sure to look closely at 
what Pihl called ESOT’s "viability 
plan" — a package of operating plans

and management strategies for the 
prospective employee-run corpora­
tion. The plan includes wage and 
benefits reductions for employees and 
savings in operating expenditures, 
particularly at the pulp mill. ESOT 
leaders said in recent weeks about 
$10 million in annual operations 
savings would be needed to make the 
division breakeven.

Employees are hoping the U.S. 
Forest Service regional forester will 
grant timber industry cost relief 
requests that could reduce the price 
of building roads and harvesting 
timber. This weekend, industry’ lead-

V •• •.... :.r. «. •. „ : .V ,Z?L
ers will meet once again with 
regional forester John Sandor in 
Juneau.

Another impending concern is the 
tentative denial by the U.S. 
Environmental Protection Agency 
(EPA) ’regional administrator of 
LPK’s request for a variance from 
new wastewater treatment standards. 
A final ruling by regional ad­
ministrator Ernesta Barnes will come 
in late May, she said last week during 
a Ketchikan visit.

LPK estimates the cost of comply­
ing with the EPA treatment regula­
tions at more than $10 million.



S E N A T E  B I L L  N O .  £ 7 9 . b y  S e n a t o r s  K e r t t u l a  a n d  Z i e g l e r .
L o a n  E s t a b l i s h e s  a  F o r e s t  P r o d u c t  B u s i n e s s  L o a n  G u a r a n t e e  P r o g r a m  i n
_ _ _  t h e  D e p t ,  o f  R e v e n u e .  M o n e y  i n  t h e  l o a n  f u n d  c o u l d  b e  u s e d

t o  g u a r a n t e e  a  l o a n  f o r  t h e  p u r p o s - e  o f  f i n a n c i n g  t h e  p u r c h a s e  o f  3 5
p e r c e n t  o r  m o r e  o f  t h e  s t o c k  o r  a r a e t s  o f  a f o r e s t  p r o d u c t s  
b u s i n e s s  b y ,  o n  b e h a l f  o f ,  o r  f o r  t h e  b e n e f i t s  o f  t h e  e m p l o y e e s  oi 
t h a t  b u s i n e s s .  T h e  C o m m i s s i o n e r  m u s t  r e q u i r e  t h a t  a  l o a n  
g u a r a n t e e d  b y  t h e  f u n d  b e  s e c u r e d  b y  a d e q u a t e  c o l l a t e r a l .

M o n e y  i n  t h e  f u n d  t h a t  i s  n o t  b e i n g  u s e d  f o r  l o a n  g u a r a n t e e s  m u s t  
b e  i n v e s t e d  u n d e r  l a w s  g o v e r n i n g  i n v e s t m e n t  o f  t h e  P e r m a n e n t  F u n d

( A S  3 7 . 1 0 . 0 7 0 ) .  I n c o m e  f r o m  t h e  i n v e s t m e n t  w o u l d  b e  t r a n s f e r r e d  t o  
t h e  G e n e r a l  F u n d .  ' ~

T h e  f o l l o w i n g  c o n d i t i o n s  m u s t  b e  m e t  b e f o r e  t h e  D e p t ,  o f  R e v e n u e  
c o u l d  g u a r a n t e e  a l o a n :  . ( 1 )  t h e  t e r m  o f  t h e  l o a n  c a n n o t  e x c e e d  1 0  
y e a r s ;  ( 2 )  t h e  l o a n  m u s t  b e  s e c u r e d  b y  r e a l  o r  p e r s o n a l  p r o p e r t y ,  
i n v e n t o r y  o r  a c c o u n t s  r e c e i v a b l e  o f  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 ,  
o r  b y  o t h e r  c o l l a t e r a l  a c c e p t a b l e  t o  t h e  d e p a r t m e n t ;  ( 3 )  t h e  l o a n  
m u s t  b e  o r i g i n a t e d  w i t h  and  s e r v i c e d  b y  t h e  A l a s k a  C o m m e r c i a l  
F i s h i n g  a n d  A g r i c u l t u r e  B a n k ,  o r  b y  a s t a t e  o r  f e d e r a l l y  c h a r t e r e d  
f i n a n c i a l  i n s t i t u t i o n  l o c a t e d  i n  A l a s k a ;  a n d  ( 4 )  t h e  l o a n  m u s t  b e  
m ade t o  t h e  e m p l o y e e s  o f  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 ,  t o  a n  
e m p l o y e e  s t o c k  o w n e r s h i p  t r u s t ,  o r  t o  o n e  o r  m o r e  c o r p o r a t i o n s  o r  
o t h e r  b u s i n e s s  a s s o c i a t i o n s  o r  e n t i t i e s  i n  w h i c h  t h e  e m p l o y e e s  o f  
t h e  b u s i n e s s  h o l d  a n  i n t e r e s t  t h a t  i s  e q u a l  t o  o r  g r e a t e r  t i t a n  t h e  
i n t e r e s t  h e l d  b y  t h e  s e l l e r  o f  t h e  b u s i n e s s .

T h e  D e p a r t m e n t  c o u l d  g u a r a n t e e  u p  t o  50  p e r c e n t  o f  a  l o a n ,  b u t  
c o u l d  n o t  g u a r a n t e e  l e s s  t h a n  $5 m i l l i o n  o r  m o r e  t h a n  $30  m i l l i o n  
p e r  b o r r o w e r ,  a n d  c o u l d  n o t  g u a r a n t e e  t h e  p a y m e n t  o f '  a n n u a l  
i n t e r e s t  o n  t h e  g u a r a n t e e d  p o r t i o n  o f  a  l o a n .

U p o n  d e f a u l t  b y  a  b o r r o w e r ,  t h e  a m o u n t  o f  t h e  m ax im u m  l i a b i l i t y  o f  
t h e  f u n d  f o r  a l o a n  g u a r a n t e e  i s  t h e  p e r c e n t a g e  o f  t h e  a m o u n t  i n  
d e f a u l t  s p e c i f i e d  b y  t h e  D e p a r t m e n t  i n  t h e  g u a r a n t e e  a g r e e m e n t .

A l l o w s  t h e  D e p a r t m e n t  t o  g r a n t  a d d i t i o n a l  g u a r a n t e e s  t o  t h e  sa m e  
b o r r o w e r  i f  3 0  d a y s  h a v e  e l a p s e d  s i n c e  t h e  d a t e  t h e  f i r s t  g u a r a n t e e  
c o n t r a c t  w a s  s i g n e d .

E f f e c t i v e  i m m e d i a t e l y .  I d e n t i c a l  t o  HB 6 2 7 .

I n t r o d u c e d  F e b r u a r y  13  a n d  r e f e r r e d  t o  L a b o r  4 C o m m e r c e ,  R e s o u r c e s  
a n d  F i n a n c e .



Amendment"to the Subcommittee Amednment in in the Nature 
of a Substitute:

H.R. 3282 •

On Page 8 0 r add a new s e c t i o n  45s

Sac 45. Section 402 of the Federal Water Pollution 
control Act is amended by adding at the end thereof 
the following new subsection:

"(q ). For a period not exceeding ten years from 
the date of enactment, the Administrator shall 
administer the terms of the following permits 

according to the terms contained therein, but 
in no event shall the Administrator require 

' discharge standards to be les& than those in 
effect on May 10, 1984:

J . AlasXa Lumber and Pulp Company, 
located at Sitka, Alaska (NPDSS 
permit No. AK000053-1) and

2. Louisiana-Pacific Corporation, located 
at Ketchikan, Alaska (NPDES permit No. 
AK 000092-2).
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LAW OFFICES

L a n e  P o w e l l  M o s s  a  Miller
A PARTNERSHIP INCLUDING PROFESSIONAL CORPORATIONS

WIVED LPK
I

■m i ;35.;

OOROOH W. MOSS. P.S. 
RAYMOND W. MAHAN. P. 5. 
WILUAM J, WALSH, JR.
O. KClTM ORIM.PS.
WILBUR J. LAWRENCE 
O. WAYNE OITTINOCR 
BARRY H.OlOOS 
R»CMARD r. ALLEN, P. 5. 
THOMAS 3.Z1LLY 
ROBERT W.TH0MA3 
HARTLEY PAUL 
JOHN r. SHERWOOD 
DAVID C.LYCETTE ROBERT J. FREDERICK. P.5-. 
MATTHEW R.KENNEY, P.S. 
JOHN R.TOMUNSON.P.S. 
ROBERT U  ISRAEL.P.S. ARTHUR W. MARRIOAN, JR„R S. 
OAVIO DANIELSON, P.S. 
ROBERT R.DAVIS, JR.EUOENE R.NIELSON 
CHARLES R.CKBERO.PS. 
KENYON P. KELLOOG, P.S. RALPH H. PALUMBO 
MICHAEL D.OWYER 
MARK EDWIN JOHNSON 
O*VAL T0LLEF30N 
JAMES L.R08ART.P.3. 
C.WILUAM BAILEY, P.S.
EVAN O. THOM AS III 
MICHAEL E.MOROAN 

•KERMIT E. BARKER, JR. 
•R.ELORiOOE HICKS 
WAYNE W. HANSEN

••JAMES B.STOETZER 
RICHARD CSIEFERT LARRY S.OANONE3,P.S. 
OAVIO O. JOHANSEN 
MICHAEL H. RUNYAN DEBORAH 0.WRI3HT 

-DALE W. HOUSE 
ANNE MCDONALD 
H. PETER 30RG.JR. RUOY A.ENOLUNO 
OANIEL GANOARA 
LEE A.THORSON

WARREN E.BABB, JR. 
SUZANNE M. BARNETT ANDREW B.8ASSETTI 
MARK R. BEATTY 
RANOALL P. BEIOHLE CRAIQ T.BELINO 
•BRIAN C.BOYO 
TIMOTHY T. BROWN 
SCOTT F. CAMPBELL 
•BROOKS W. CHANDLER 
ELIZABETH F1TZMUOH 
THOMAS C. GALUGAN, JR. 

•ROBERT R.OILLANOERS THOMAS P, OROHMAN 
OANIEL M. HENDRICKSON NANCY McCREAOY HIOOINS 

•OAVIO T. HUNTER 
0. JOSEPH HURSON 

•MONICA JENICEK

•MARILYN J.KAMM 
JULJA A. LA NO LEY IOA LEOOETT 
JOSEPH E.LYNAM ANDREW C. MANN 
STEVEN T.MCFARLANO JOHN MCKAY 
RICHARO A.NIELSEN. JR. ALTHEA L.PAULSON WILUAM A.PELANDINI 
ELLEN O. PFAFF 
Ralph c . pono 
JANET 0. REIS RONALD O. SALS BURY 
SUSAN A.3CHMI0 
OAVIO M.SCHOEOGL ANDREW L.SEIPLE 
OOUQLAS J.SHACFFER W.CRA'G SMITH 
THOMA'j C  SORENSON W«. BRAOFORD WEUCR 
CHRISTOPHER B.WELLS OENISE O.WIEST

OF COUNSEL
W. BYRON LANE 
OEOROEV. POWELL PCPDLCTON MILLER WILUAM T. JACOBSON 
BRUCE SHORTS

C O
3800 RAINIER BANK TOWER 

S E A T T L E ,  W A S H  I N G T O N  9 0 1 0 1  
(206) 223-7000
CABLE> EMBE 
TELEX: 32*0008 

TELECOPIER: 223-7107

BELLEVUE OFFICE
12507 BELLEVUE-REDMOND ROAD 
BELLEVUE,WASHINOTON 98005 

(206) 223-7000

•ADMITTED IN ALASKA 
—AO M ITT CD IN ALASKA ANO WASHINOTON 

ALL OTHERS ADMITTED IN WASHINOTON

ANCHORAGE OFFICE
LANE POWELL BARKER & HICKS 
900 WEST FIFTH AVENUE 
ANCHORAGE,ALASKA 99501 

(907) 272-8401
TELECOPIER: 1*̂-9515

March 9, 1984

ESOT Study Committee 
Ketchikan Pulp Company 
P.O. Box 6600 
Ketchikan, AK 99901

ATTN: Clyde Johnson

Gentlemen:

We enclose herewith the Study Group's executed original of 
the agreement in principle dated March 6, 1984? it should be 
retained by the custodian of the Study Group's records.

Very truly yours,

LANE POWELL MOSS & MILLER

DWG:ssh 
Enclosure

D. Wayne %3ittinger

cc: Mr. Kit Keyes (w/encl.)
Mr. Martin Pihl (w/encl.)



March 6, 1984

Louisiana-Pacific Corporation 
111 Southwest Fifth Avenue 
Portland, Oregon 97204

Attention: Mr. Harry A. Merlo, President

Res Ketchikan Pulp Company 
Kenai Lumber Company

Gentlemen:

This letter of intent is to confirm the basic terms and 
conditions of an agreement in principle between the 
KPC-Employees ESOT Study Committee, Inc., on behalf of an 
Employee Stock Ownership Trust (the "ESOT") to be estab­
lished by Ketchikan Pulp Company ("KPC") and Louisiana- 
Pacific Corporation ("LP").

The agreement in principle is that LP will sell and the 
ESOT will purchase five-ninths (5/9) of the outstanding 
capital stock of KPC (the "ESOT-KPC Stock") on the follow­
ing terms and conditions:

1. Price. The price for the ESOT-KPC Stock shall be 
$50-million.

2. Payment. The ESOT will pay for the ESOT-KPC 
Stock as follows:

a. Cash at closing

b. Public Offering Note

c. Subordinated Note

3. Financing.

a. It is anticipated that the $40-million 
payable at closing will be financed by the ESOT from the

$40,000,000

5.000.000

5.000.000
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proceeds of the senior debt (the "Senior Debt") consisting 
of loans to the ESOT from commercial banks or other finan­
cial institutions. On or before May 1, 1984, the ESOT 
shall have obtained from a commercial bank or banks or 
other financial institutions, binding commitments to pro­
vide (i) the Senior Debt; (ii) a working capital line of 
credit for KPC in the amount of $20-million, with amorti­
zation, interest rates and other terms acceptable to the 
ESOT; and (iii) a standby credit in the amount of 
&5*=million to assure timely payment of the Public Offering 
Note.

b. The Senior Debt shall be secured by security 
interests granted by the ESOT and KPC with respect to all 
assets of KPC except its inventories and accounts receiv­
able. KPC's working capital line of credit in effect from 
time to time shall be secured solely by security interests 
granted by KPC in its inventories and accounts receivable.

c. Subject to whatever restrictions exist in 
connection with the Senior Debt, KPC shall have the right 
from time to time to increase its working capital line of 
credit.

4. The Public Offering Note. The Public Offering 
Note shall not bear interest and shall be payable in full 
on December 31, 1984. The Public Offering Note may be 
prepaid without penalty at any time in whole or in part 
and will be secured by security interests granted by the 
ESOT and. KPC to LP with respect to all assets of KPC, 
which security interests shall be subordinate to (a) the 
security interests to be granted to holders of the Senior 
Debt? (b) the security interests to be granted by KPC to 
lenders under its working capital line of credit in inven­
tories and accounts receivable; (c) the security interests 
to be granted to LP to secure the unpaid balance of the 
Subordinated Note (the "LP Note"); and (d) the security 
interest heretofore granted by KPC in connection with 
Alaska Industrial Development Authority ("AIDA") Pollution 
Control Project as defined in a financing agreement dated 
October 1, 1983 between AIDA and KPC.
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5. The LP Note.

a. For a period of 10 years the LP Note will
bear interest at a rate per annum equal to the lesser of
the average prime rate of Bank of America National Trust
and Savings Association ("B of A") during the 90-day
period ending on the closing date plus 3 percent, or
15 percent. Except as provided in subparagraph c herein, 
no principal or interest will be payable on the LP Note 
during the first 10 years of its term. On the tenth
anniversary date of the LP Note, the principal amount of
the LP Note shall become an amount equal to $5 million 
plus, the amount of deferred interest (not compounded) 
theretofore accrued on the LP Note less the amount of any 
prepayments thereon pursuant to subparagraph c herein.
The recomputed principal amount of the LP Note will bear
interest at a rate per annum equal to the lesser of
(i) the average prime rate of B of A  during the 90-day 
period ending on such anniversary date plus 1 1/2 percent; 
or (ii) 14 percent, and shall be payable in 20 equal 
semi-annual payments including interest. Such payments 
shall be due and payable on the 31st day of December and 
the 30th day of April in each year, commencing 
December 31, 1994.

b. The prime rate of B of A shall be defined to 
mean the rate of interest publicly announced from time to 
time by B of A  in San Francisco, California, as its prime 
rate, with any change in such prime rate to take effect on 
the day specified in t^e public announcement of such 
change.

c. The LP Note may be prepaid without penalty 
in whole or in part at any time. In addition, the ESOT 
shall be obligated to prepay on the LP Note the amount, if 
any, by which the proceeds from the public offering 
described in paragraph 6 hereof exceed $5 million. Any 
prepayment upon the LP Note shall be applied first to 
accrued interest and then to principal and shall reduce 
proportionately each of the semi-annual payments of prin­
cipal and interest payable on the LP Note subsequent to 
the date of prepayment.
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d. The LP Note will be secured by security 
interests granted by the ESOT and KPC to LP with respect 
to all assets of KPC, which security interests shall be 
subordinate to (i) the security interests to be granted to 
holders of the Senior Debt; (ii) the security interests to 
be granted by KPC to lenders under its working capital 
line of credit in its inventories and accounts receivable; 
and (iii) the security interest heretofore granted by KPC 
in connection with Alaska Industrial Development Authority 
("AIDA") Pollution Control Project as defined in a financ­
ing agreement dated ^ctober 1, 1983 between AIDA and KFC.

6. Public Offering. As soon as practicable but 
conditioned upon the consummation of the ESOT's purchase 
of the ESOT-KPC Stock, one-ninth (1/9) of the KPC Stock 
will be made the subject of a registration statement with 
the Securities and Exchange Commission or, at KPC's 
option, its intrastate Alaska counterpart, pursuant to 
which the KPC Stock so registered ("Public KPC Stock") 
will be offered for sale by the ESOT at a price at least 
equal to the price per share paid by the ESOT for the KPC 
Stock purchased from LP. All expenses of the offering, 
including underwriting expenses, will be paid by KPC. On 
or before the 15th day of each month during the public 
offering period, the proceeds from the sale of Public KPC 
Stock during the preceding calendar month will be remitted 
to LP and applied first to the payment of the Public 
Offering Note and the proceeds remaining, if any, shall be 
applied as a prepayment against the LP Note.

7. Disposition of KPC Stock by L P .

a. LP may at any tine or from time to time sell 
all or any portion of the KPC Stock retained by it (the 
"LP-KPC Stock") in accordance with any applicable securi­
ties or other regulations; provided however, (i) that any 
single purchaser (including affiliates) of one-third (1/3) 
or more of the LP-KPC Stock agrees to be bound by the 
undertakings herein contemplated, and (ii) the ESOT or its 
nominee or other purchaser designated by it shall have a 
right of first refusal to purchase KPC Stock so offered by 
LP except in the case of a public offering of such stock 
by LP.



Louisiana-Pacific Corporation 
Attention? Mr. Harry A. Merlo, President 
March 6, 1984 
Page 5

b. The ESOT and LP agree that on two occasions 
(the first of which shall in no event occur earlier than 
18 months following the closing date), LP may require KPC 
to register all or a portion of the LP-KPC Stock at LP's 
sole cost and expense, to qualify LP's KPC Stock for sale 
in those jurisdictions requested by LP at a time deter­
mined by LP. In addition, at LP's sole cost and expense, 
KPC will undertake to file one additional registration 
statement for the balance of L P 's shares of KPC Stock as 
shall not theretofore have been registered. The foregoing 
notwithstanding, LP may not make such a request pursuant 
to the foregoing for any number of shares which represents 
less than 25 percent of the KPC shares then held by it.

8. Voting Agreement. The ESOT and LP will at 
closing enter into a Voting Agreement, each commiting the 
other, with respect to all shares of KPC Stock held by 
each (unless either party's holdings directly or indi­
rectly represent less than 20 percent of the total out­
standing KPC Stock) to vote their shares to elect nine 
directors, three of which will be nominated by LP and six 
of which will be nominated by the ESOT which will include 
the Chief Executive Officer of KPC, two salaried and three 
hourly employees of KPC.

9. Standstill Agreement. The ESOT and LP will at 
closing enter into an agreement to the effect that for a 
period of 20 years, LP will not directly or indirectly 
acquire or reacquire from any source additional shares of 
KPC Stock nor will it seek, accept or exercise any voting 
or proxy rights with respect to additional KPC Stock. The 
foregoing notwithstanding, if (a) the ESOT defaults upon 
the Senior Debt and if (b) holders of the Senior Debt 
declare the Senior Debt due and payable or initiate fore­
closure pursuant to the terms of the Senior Debt undertak­
ings, and if (c) such default is not cured or waived on 
terms acceptable to KPC's board of directors, then LP 
shall have the right, but not the obligation, to assume 
the Senior Debt (i) by surrender to the ESOT and cancella­
tion of the LP ITote; and (ii) by payment to the ESOT of a 
sum equal to the amount of Senior Debt principal payments 
theretofore made by the ESOT, less an amount (Reduction 
Amount) calculated by multiplying such Senior Debt princi­
pal payments by the ratio obtained by dividing the number
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of ESOT-KPC shares theretofore distributed to ESOT 
participants by the original number of ESOT-KPC shares 
less the number of such shares theretofore sold to the 
public, and (iii) by offering to purchase from ESOT partx- 
cipants ESOT-KPC shares theretofore distributed to and 
held by them at a price per share calculated by dividing 
the Reduction Amount by the number of ESOT-KPC shares 
theretofore distributed to ESOT participants. In consid­
eration of such Senior Debt assumption the ESOT will 
assign to LP all of the undistributed ESOT-KPC shares. If 
such Senior Debt assumption shall occur as herein pro­
vided, then upon its occurrence, the Standstill Agreement 
shall terminate.

10. Marketing. Between the date hereof and closing, 
KPC and LP will discuss and negotiate in good faith to 
determine the role (if any) and terms upon which LP should 
or could play in the post-closing marketing of products 
produced by KPC.

11. Preclosing Operating Plan. On or before 
March 15, 1984, LP and KPC shall agree to a preclosing 
operating plan. The operating plan will specify the 
levels of receivables; log, chip, pulp and other inventor­
ies; accounts payable; intercompany accounts and other 
current assets and liabilities.

12. Establishment of the ESOT. The Committee will 
cause the ESOT to be formed on or before May 1, 1984. The 
ESOT shall meet the requirements of the Internal Revenue 
Code and the Employee Retirement Income Security Act.

13. Definitive Agreement.

a. On or before May 1, 1984, LP and the ESOT 
will enter into a definitive agreement containing the 
terms and conditions included in this letter of intent and 
other covenants, warranties, representations, terms and 
conditions to which the parties shall agree. Counsel for 
LP shall prepare the initial draft of the definitive 
agreement.
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b. The definitive agreement shall provide for 
the assignment by LP to KPC, all of the outstanding stock 
of Kenai Lumber Company.

14. Opinion. On or before the closing date, the ESOT 
shall have received an opinion from Salomon Brothers Inc 
satisfactory to the ESOT regarding (a) fairness to the 
ESOT, from a financial point of view, of the consideration 
to be paid by the ESOT; and (b) the financial viability of 
KPC as an independent company following consummation of 
the transaction..

15. Disclosure Statement. On or before June 1, 1984,
(a) the Committee shall prepare a disclosure statement 
describing the transaction and related matters; and
(b) the disclosure statement shall be distributed to the 
KPC employees and any required vote by KPC employees with 
respect to any part of the transaction or any related 
matter shall be completed. The disclosure statement shall 
be subject to approval by LP, which approval shall not be 
unreasonably withheld.

16. Other Conditions.

a. Regulatory Approvals. Prior to closing, all 
required governmental, regulatory and lender approvals 
shall have been obtained.

b. Compensation Expenses. Effective not later 
than the closing date, there shall have been implemented 
reductions in annual wage and compensation expenses as may 
be necessary in order to obtain a firm Senior Debt commit­
ment (which reduction is currently anticipated to be not 
less than $6,700,000). Such reduction shall have been 
accomplished and approved in compliance with applicable 
collective bargaining laws and agreements.

17. Closing. The closing of the transaction 
contemplated by this letter of intent shall take place in 
Seattle, Washington on June 30, 1984, or on such other 
date as shall be agreed upon by the parties (the "closing 
date").
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It. is understood that this letter reflects an agreement in 
principle- only and, unless and until the transaction 
contemplated hereby is evidenced by a definitive agreement 
between LP and the ESOT which has been duly authorized by 
the Committee, the trustees of the ESOT and the board of the 
directors of LP, neither the Committee, the ESOT nor LP 
shall have any legal obligations hereunder. The date by 
which any action is to be accomplished pursuant to this 
letter may be changed by agreement between the parties.

If the foregoing accurately expresses the basic terms and 
conditions of our agreement in principle, please so indicate 
by signing and returning the enclosed copy of this letter.

Very truly yours

KPC - EMPLOYEES ESOT STUDY 
COMMITTEE, INC.

The foregoing accurately reflects our agreement in 
principle.

LOUISIANA-PACIFIC CORPORATION

Chairman and President *

John C. Hart 
Vice President

DWG:ddr
7475A
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O rig in a l sponsors: K e r ttu la  and
Z ieg le r

1 IN THE SENATE BY THE FINANCE COMMITTEE

2 CS FOR SENATE BILL NO. 479 (Finance)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act e n t i t le d : "An Act re la t in g  to a fo re s t products business loan

7 guarantee program; and p ro v id ing fo r an e ffe c t iv e

8 da te ."

9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 * Section 1. AS 45 is  amended by adding a new chapter to read:

11 CHAPTER 94. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM.

12 Sec. 45.94.010. ESTABLISHMENT OF LOAN GUARANTEE FUND. The

13 fo re s t products business loan guarantee fund is  estab lished in  the

14 Department o f Revenue.

15 Sec. 45.94.020. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM.

16 The department may use money in  the fund to guarantee a loan fo r the

17 purpose o f financ ing the purchase o f 35 percent or more o f the stock

18 or assets o f a fo re s t products business by, on beha lf o f, or fo r the

19 bene fit o f the employees o f th a t business, as provided in  AS 45 .94 .-

20 050.

21 Sec. 45.94.030. POWERS AND DUTIES OF THE DEPARTMENT. (a) The

22 commissioner may

23 (1) designate agents and delegate powers necessary to

24 implement th is  chapter;

25 (2) adopt regu la tions to implement th is  chapter;

26 (3) make and execute con trac ts and other jn&.ruments to

27 implement th is  chapter;

28 (4) acquire re s ' .7-t personal prope rty by purchase, trans -

29 fe r , o r fo rec losu re when the a cq u is it io n is  necessary to p ro te c t an

-1- CSSB 4 7 9 (Fin)
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1 in te re s t in  the fund.

2 (b) The. commissioner s h a ll requ ire tha t a loan guaranteed by the

3 fund be secured by adequate c o l la te r a l , and tha t the net cash flow

4 from the fo re s t products business provides adequate coverage fo r the

5 debt serv ice on the loan. The app lican t s h a ll provide an economic and

6 f in a n c ia l fe a s ib i l i t y  ana lys is prepared by a firm  acceptable to the

7 department.

8 Sec. 45.94.040. INVESTMENT OF THE FUND. Money in  the fund th a t

9 is  not being used fo r loan guarantees under th is  chapter s h a ll be

10 invested as provided fo r the investment o f s ta te treasu ry surplus

11 under AS 37.10.070. Income from investment sh a ll be tra n s fe rre d to

12 the general fund.

13 Sec. 45.94.050. CONDITIONS OF LOAN GUARANTEES. (a) The depart-

14 ment may guarantee a loan under th is  chapter i f

15 (1) the term o f the loan does not exceed 10 years;

16 (2) the loan is  secured by the re a l or personal p rope rty ,

17 inven to ry or accounts rece ivab le o f the fo re s t products business, or

18 by other c o lla te ra l acceptable to the department;

19 (3) the loan is  o rig in a te d w ith and serviced by a sta te o r

20 fe d e ra lly chartered f in a n c ia l in s t i t u t io n ; and

21 (4) the loan is made to the employees o f the fo re s t pro-

22 ducts business, to an employee stock ownership t ru s t , o r to one or

23 more corporations or o ther business associa tions or e n t i t ie s  in  ' which

24 the c o n tro ll in g  in te re s t is  held by s ta te res iden ts who are employees

25 o f the fo re s t products business.

26 (b) The department may provide a guarantee from the fund fo r up

27 to 50 percent o f a loan, but may not guarantee less than $5,000,000 or

28 more than $30,000,000 per borrower. The department may not guarantee

29 the payment of annual in te re s t on the guaranteed po rtio n o f a loan.

CSSB 4 7 9 (Fin) -2-
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(c ) A fte r a de fa u lt by a borrower, the maximum l i a b i l i t y  o f the

fund fo r a loan guarantee under th is  chapter is  equal to the amount

then in  de fa u lt m u lt ip lie d  by a percentage equal to the guaranteed

percentage o f the loan. Payments received toward s a tis fa c t io n  o f a 

de fa u lt sh a ll be a llo ca ted between the lender and the fund according 

to the guaranteed percentage o f the loan u n t i l the p r in c ip a l balance 

has been repaid .

Sec. 45.94.060. DEFINITIONS. In th is  chapter

(1) "commissioner" means the commissioner o f revenue;

(2) "department" means the Department o f Revenue;

(3) " fo re s t products business" means a sole p ro p r ie to rs h ip , 

pa rtne rsh ip , corpo ra tion or o the r business organ iza tion formed fo r the 

purpose o f harvesting or processing timber or other fo re s t resources;

(4) "fund" means the fo re s t products business loan guaran­

tee fund.

Sec. 2. This Act takes e ffe c t immediately in  accordance w ith AS 01.-

17 10.070(c).

-3- CSSB 4 7 9 (Fin)
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O rig in a l sponsors: K e r ttu la  and 
Z ieg le r

1 IN THE SENATE

2

3

4

5

BY THE FINANCE COMMITTEE 

CS FOR SENATE BILL NO. 479 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE - SECOND SESSION 

A BILL

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  a  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

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

8 d a t e . "

9 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 :

10 * S e c t i o n  1. A S  45 i s  a m e n d e d  b y  a d d i n g  a  new  c h a p t e r  t o  r e a d :

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

12 S e c .  4 5 .9 4 .0 1 0 . E S T A B L I S H M E N T  O F  L O A N  G U A R A N T E E  F U N D .  T h e

13 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  f u n d  i s  e s t a b l i s h e d  i n  t h e

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

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

16 T h e  d e p a r t m e n t  may u s e  m o n ey  i n  t h e  f u n d  t o  g u a r a n t e e  a  l o a n  f o r  t h e

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

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

19 b e n e f i t  o f  t h e  e m p l o y e e s  o f  t h a t  b u s i n e s s ,  a s  p r o v i d e d  i n  A S  4 5 .9 4 .-

20 050.

21 S e c .  4 5 .9 4 .0 3 0 . POW ERS A N D  D U T I E S  O F  T H E  D E P A R T M E N T .  ( a )  T h e

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

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

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

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

26 (3 ) make a n d  e x e c u t e  c o n t r a c t s  a n d  o t h e r  i n s t r u m e n t s  t o

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

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

29 f e r ,  o r  f o r e c l o s u r e  w h e n  t h e  a c q u i s i t i o n  i s  n e c e s s a r y  t o  p r o t e c t  a n
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fund be secured by adequate c o lla te ra l, and tha t the net cash flow 

from the fo re s t products business provides adequate coverage fo r the 

debt serv ice on the loan. The app lican t s h a ll provide an economic and 

f in a n c ia l fe a s ib i l i t y  ana lys is prepared by a firm  acceptable to the 

department.

Sec. 45.94.040. INVESTMENT OF THE FUND. Money in  the fund tha t 

is not being used fo r loan guarantees under th is  chapter s h a ll be 

invested as provided fo r the investment o f s ta te treasu ry surplus 

under AS 37,10.070. Income from investment s h a ll be tra n s fe rre d to 

the general fund.

Sec. 45.94.050. CONDITIONS OF LOAN GUARANTEES. (a) The depart­

ment may guarantee a loan under th is  chapter i f

(1) the term o f the loan does not exceed 10 years;

(2) the loan is secured by the re a l or personal p rope rty ,

inven to ry or accounts rece ivab le o f the fo re s t products business, or 

by other c o lla te ra l acceptable to the department;

(3) the loan is o rig in a te d w ith and serviced by a s ta te or 

fe d e ra lly chartered f in a n c ia l in s t i tu t io n ; and

(4) the loan is made to the employees o f the fo re s t p ro ­

ducts business, to an employee stock ownership t ru s t , or to one or 

more corporations or o ther business assoc ia tions or e n t i t ie s  in  which 

the c o n tro ll in g  in te re s t is  held by s ta te res iden ts who are employees 

of the fo res t products business.

(b) The department may provide a guarantee from the fund fo r up

to 50 percent o f a loan, but may not guarantee less than $5,000,000 or

more than $30,000,000 per borrower. The department may not guarantee 

the payment o f annual in te re s t on the guaranteed po rtio n o f a loan.

interest in the fund.

(b) The. commissioner shall require that a loan guaranteed by the



1 (c) A fte r a de fa u lt by a borrower, the maximum l i a b i l i t y  o f the

2 fund fo r a loan guarantee under th is  chapter is  equal to the amount

3 then in  de fa u lt m u lt ip lie d  by a percentage equal to the guaranteed

4 percentage o f the loan. Payments received toward s a t is fa c t io n  o f a

5 de fa u lt s h a ll be a llo ca ted between the lender and the fund according

6 to the guaranteed percentage o f the loan u n t i l the p r in c ip a l balance

7 has been repa id .

8 Sec. 45.94.060. DEFINITIONS. In th is  chapter

9 (1) "commissioner" means the commissioner o f revenue;

10 (2) "department" means the Department o f Revenue;

11 (3) " fo re s t products business" means a sole p ro p r ie to rs h ip ,

12 pa rtne rsh ip , co rpo ra tion or o the r business organ iza tion formed fo r the

13 purpose o f harvesting or processing timber or o ther fo re s t resources;

14 (4) "fund" means the fo re s t products business loan guaran-

15 tee fund.

16 * Sec. 2. This Act takes e ffe c t immediately in  accordance w ith AS 01 .-

17 10.070(c).
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Offered: 3/22/84
Referred: Finance
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1 IN THE SENATE BY THE RESOURCES COMMITTEE

2 CS FOR SENATE BILL NO. 479 (Resources)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act e n t i t le d : "An Act re la t in g  to a fo re s t products business loan

7 guarantee program; and p ro v id ing fo r an e ffe c t iv e

8 da te ."

9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 * Section 1. AS 45 is  amended by adding a new chapter to read:

11 CHAPTER 94. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM.

12 Sec. 45.94.010. ESTABLISHMENT OF LOAN GUARANTEE FUND. The

13 fo re s t products business loan guarantee fund is  es tab lished in  the

14 Department o f Revenue.

15 Sec. 45.94.020. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM.

16 The department may use money in  the fund to guarantee a loan fo r the

17 purpose o f financ ing the purchase o f 35 percent o r more o f the stock

18 or assets o f a fo re s t products business by, on beha lf o f , or fo r the

19 be ne fit o f the employees o f th a t business, as provided in  AS 45 .94 .-

20 050.

21 Sec. 45.94.030. POWERS AND DUTIES OF THE DEPARTMENT. (a) The

22 commissioner may

23 (1) designate agents and delegate powers necessary to

24 implement th is  chapter;

25 (2) adopt regu la tions to implement th is  chapter;

26 (3) make and execute con trac ts and other instruments to

27 implement th is  chapter;

28 (4) acquire re a l or personal property by purchase, tran s -

29 fe r , or fo rec losu re when the a c q u is it io n is  necessary to p ro te c t an
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(b) The commissioner s h a ll requ ire tha t a loan guaranteed by the

fund be secured by adequate c o lla te r a l, and tha t the net cash flow 

from the fo re s t products business provides adequate coverage fo r the 

debt se rv ice on the loan. The app lican t s h a ll provide an economic and 

f in a n c ia l f e a s ib i l i t y  ana lys is prepared by a firm  acceptable to the 

department.

Sec. 45.94.040. INVESTMENT OF THE FUND. Money in  the fund tha t 

is  not being used fo r loan guarantees under th is  chapter s h a ll be 

invested as provided fo r the investment o f s ta te treasury surplus 

under AS 37.10.070. Income from investment sh a ll be tra n s fe rre d to 

the general fund.

Sec. 45.94.050. CONDITIONS OF LOAN GUARANTEES. (a) The depa rt­

ment may guarantee a loan under th is  chapter i f

(1) the term o f the loan does not exceed 10 years;

(2) the loan is secured by the rea l or personal p rope rty , 

inven to ry o r accounts rece ivab le o f the fo re s t products business, or 

by other c o lla te ra l acceptable to the department;

(3) the loan is  o rig in a te d w ith and serviced by a s ta te or 

fe d e ra lly chartered f in a n c ia l in s t i t u t io n ; and

(4) the loan is made to the employees o f the fo re s t p ro ­

ducts business, to an employee stock ownership t ru s t , or to one or 

more corpora tions or o ther business assoc ia tions or e n t it ie s  in  which 

the c o n tro ll in g  in te re s t is  held by s ta te res iden ts who are employees 

o f the fo re s t products business.

(b) The department may provide a guarantee from the fund fo r up

to 50 percent o f a loan, but may not guarantee less than $5,000,000 or

more than $30,000,000 per borrower. The department may not guarantee 

the payment o f annual in te re s t on the guaranteed po rtio n o f a loan.

i n t e r e s t  i n  t h e  f u n d .



r  '•

J B _____ ■
w m r m

1 (c ) A fte r a de fa u lt by a borrower, the amount o f the maximum

2 l i a b i l i t y  o f the fund fo r a loan guarantee under th is  chapter is  the

3 percentage o f the amount in  de fa u lt spe c ifie d by the department in  the

4 guarantee agreement, m u lt ip lie d  by the amount then in  d e fa u lt . Pay-

5 ments received toward s a tis fa c t io n  o f a de fa u lt s h a ll be a llo ca te d

6 between the lender and the fund accord ‘.ng to the percentage spe c if ie d

7 by the department in  the guarantee agreement u n t i l the p r in c ip a l

8 balance has been repa id .

9 Sec. 45.94.060. DEFINITIONS. In th is  chancer

10 (1) "commissioner" means the commissioner o f revenue;

11 (2) "department" means the Department o f Revenue;

12 (3) " fo re s t products business" means a sole p ro p r ie to rs h ip ,

13 pa rtn e rsh ip , co rpo ra tion or o ther business o rgan iza tion formed fo r the

14 purpose o f harvesting or processing timber o r o ther fo re s t resources;

15 (4) "fund" means the fo re s t products business loan guaran-

16 tee fund.

17 * Sec. 2. This Act takes e ffe c t immediately in  accordance w ith AS 01 .-

18 10.070(c).
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Introduced:
Referred:

2 / 1 3 / 8 4
L a b o r  a n d  C o m m e r c e  
R e s o u r c e s  a n d  
F i n a n c e

1 IN THE SENATE BY KERTTULA AND ZIEGLER

2 SENATE BILL NO. 479

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act e n t i t le d : "An Act re la t in g  to a fo re s t products business loan

7 guarantee program; and prov id ing fo r an e ffe c t iv e

8 da te ."

9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 * Section 1. AS 45 is amended by adding a new chapter to read:

11 CHAPTER 94. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM.

12 Sec. 45.94.010. ESTABLISHMENT OF LOAN GUARANTEE FUND. The

13 fo re s t product business loan guarantee fund is estab lished in  the

14 Department o f Revenue.

15 Sec. 'i5 .94.020. FOREST PRODUCTS BUSINESS LOAN GUARANTEE PROGRAM.

16 The department may use money in  the fund to guarantee a loan fo r the

17 purpose o f financ ing the purchase o f 35 percent or more o f the stock

18 or assets o f a fo re s t products business by, on beha lf o f, or fo r the

19 be ne fit o f the employees o f tha t business, as provided in  AS 45.94 .-

20 050.

21 Sec. 45.94.030. POWERS AND DUTIES OF THE DEPARTMENT. (a) The

22 commissioner may

23 (1) designate agents and delegate powers necessary to

24 implement th is  chapter;

25 (2) adopt regu la tions to implement th is  chapter;

26 (3) make and execute contrac ts and other instruments to

27 implement th is  chapter;

28 (4) acquire rea l or personal property by purchase, trans-

29 fe r , o r fo rec losu re when the a cq u is it io n is necessary to p ro te c t an
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1 in te re s t in  the fund.

2 (b) The commissioner s h a ll requ ire tha t a loan guaranteed by the

3 fund be secured by adequate c o lla te ra l.

4 Sec. 45.94.040. INVESTMENT OF THE FUND. Money in  the fund tha t

5 is  not being used fo r loan guarantees under th is  chapter s h a ll be

6 invested as provided fo r the investment of s ta te treasury surplus

7 under AS 37.10.070. Income from investment s h a ll be tran s fe rred to

8 the general fund.

9 Sec. 45.94.050. CONDITIONS OF LOAN GUARANTEES. (a) The depart-

10 ment may guarantee a loan under th is  chapter i f

11 (1) the term o f the loan does not exceed 10 years;

12 (2) the loan is secured by the re a l or personal p rope rty ,

13 inven to ry o r accounts re ce i\a b le o f the fo re s t products business, or

14 by o the r c o lla te ra l acceptable to the department;

15 (3) the loan is o rig in a te d w ith and serviced by the Alaska

16 Commercial F ish ing and A g r icu ltu re Bank, or by a s ta te or fe d e ra lly

17 chartered f in a n c ia l in s t i tu t io n  located in  the s ta te ; and

18 (4) the loan is made to the employees o f the fo re s t pro-

19 ducts business, to an employee stock ownership t ru s t , or to one or

2C more corpora tions or other business assoc ia tions or e n t it ie s  in  which

21 the employees o f the fo re s t products business hold an in te re s t tha t is

22 equal to or grea te r than the in te re s * he ld by the s e lle r o f the fo re s t

23 products business.

24 (b) The department may provide a guarantee from the fund fo r up

25 to 50 percent o f a loan, but may not guarantee less than $5,000,000 or

26 more than $30,000,000 per borrower. The department may not guarantee

27 the payment o f annual in te re s t on the guaranteed po rtio n o f a loan.

28 ( c ) U p o n  de fa u lt by a borrower, the amount o f the maximum l ia b i -

29 l i t y  o f the fund fo r a loan guarantee under th is  chapter is  the
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1 percentage o f the amount in  de fa u lt spe c ifie d by the department in  the

2 guarantee agreement.

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

4 a f te r the department enters in to  a con trac t to guarantee a loan to a

5 borrower under th is  chapter, the department may en te r in to  a con trac t

6 to guarantee another loan to tha t borrower under th is  chapter.

7 Sec. 45.94.060. DEFINITIONS. In th is  chapter

8 (1) "commissioner" means the commissioner o f revenue;

9 (2) "department" means the Department o f Revenue;

10 (3) " fo re s t products business" means a sole p ro p r ie to rs h ip ,

11 pa rtne rsh ip , corpo ra tion or o ther business organ iza tion formed fo r the

12 purpose o f harvesting or processing tim ber or other fo re s t resources;

13 (4) "fund" means the fo re s t products business loan guaran-

14 tee fund.

15 * Sec. 2S This Act takes e ffe c t immediately in  accordance w ith AS 01.-

16 10.070(c).
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I n t r o d u c e d : 
R e f e r r e d :

2 / 1 3 / 8 4
L a b o r  a n d  C o m m e r c e  
R e s o u r c e s  a n d  
F i n a n c e

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

2 S E N A T E  B I L L  N O .  47 9

3 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

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

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  a  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

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

8 d a t e . "

9 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 :

10  *  S e c t i o n  1 .  A S  45 i s  a m e n d e d  b y  a d d i n g  a  ne w  c h a p t e r  t o  r e a d :

1 1  C H A P T E R  9 4 .  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  PR OG RAM .

12  S e c .  4 5 . 9 4 . 0 1 0 .  E S T A B L I S H M E N T  O F  L O A N  G U A R A N T E E  F U N D .  T h e

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

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

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

16  T h e  d e p a r t m e n t  may u s e  m on ey  i n  t h e  f u n d  t o  g u a r a n t e e  a l o a n  f o r  t h e

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

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

19  b e n e f i t  o f  t h e  e m p l o y e e s  o f  t h a t  b u s i n e s s ,  a s  p r o v i d e d  i n  A S  4 5 . 9 4 . -

20 0 5 0 .

2 1  S e c .  4 5 . 9 4 . 0 3 0 .  PO W ER S  A N D  D U T I E S  O F  T H E  D E P A R T M E N T .  ( a )  T h e

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

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

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

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

26 ( 3 )  m ake a n d  e x e c u t e  c o n t r a c t s  a n d  o t h e r  i n s t r > m e n t s  t o

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

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

29 f e r ,  o r  f o r e c l o s u r e  w h e n  t h e  a c q u i s i t i o n  i s  n e c e s s a r y  t o  p r o t e c t  an
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1  i n t e r e s t  i n  t h e  f u n d .

2 ( b )  T h e  c o m m i s s i o n e r  s h a l l  r e q u i r e  t h a t  a  l o a n  g u a r a n t e e d  b y  t h e

3 f u n d  b e  s e c u r e d  b y  a d e q u a t e  c o l l a t e r a l .

4 S e c .  4 5 . 9 4 . 0 4 0 .  I N V E S T M E N T  O F  T H E  F U N D .  M o n e y  i n  t h e  f u n d  t h a t

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

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

7 u n d e r  A S  3 7 . 1 0 . 0 7 0 .  I n c o m e  f r o m  i n v e s t m e n t  s h a l l  b e  t r a n s f e r r e d  t o

8 t h e  g e n e r a l  f u n d .

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

1 0  m e n t  may g u a r a n t e e  a  l o a n  u n d e r  t h i s  c h a p t e r  i f

1 1  ( 1 )  t h e  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  1 0  y e a r s ;

1 2  ( 2 )  t h e  l o a n  i s  s e c u r e d  b y  t h e  r e a l  o r  p e r s o n a l  p r o p e r t y ,

13  i n v e n t o r y  o r  a c c o u n t s  r e c e i v a b l e  o f  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 ,  o r

1 4  b y  o t h e r  c o l l a t e r a l  a c c e p t a b l e  t o  t h e  d e p a r t m e n t ;

15  ( 3 )  t h e  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  t h e  A l a s k a

16  C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  B a n k ,  o r  b y  a s t a t e  o r  f e d e r a l l y

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

18  ( 4 )  t h e  l o a n  i s  made t o  t h e  e m p l o y e e s  o f  t h e  f o r e s t  p r o -

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

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

2 1  t h e  e m p l o y e e s  o f  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  h o l d  a n  i n t e r e s t  t h a t  i s

22  e q u a l  t o  o r  g r e a t e r  t h a n  t h e  i n t e r e s t  h e l d  b y  t h e  s e l l e r  o f  t h e  f o r e s t

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

24 ( b )  T h e  d e p a r t m e n t  may p r o v i d e  a g u a r a n t e e  f r o m  t h e  f u n d  f o r  up

25 t o  50  p e r c e n t  o f  a l o a n ,  b u t  may n o t  g u a r a n t e e  l e s s  t h a n  $ 5 , 0 0 0 , 0 0 0  o r

26 m o re  t h a n  $ 3 0 , 0 0 0 , 0 0 0  p e r  b o r r o w e r .  T h e  d e p a r t m e n t  m ay  n o t  g u a r a n t e e

27 t h e  p a y m e n t  o f  a n n u a l  i n t e r e s t  o n  t h e  g u a r a n t e e d  p o r t i o n  o f  a  l o a n .

28 ( c )  U p o n  d e f a u l t  b y  a  b o r r o w e r ,  t h e  a m o u n t  o f  t h e  m axim um  l i a b i -

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

SB 479 -2-
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p e r c e n t a g e  o f  t h e  a m o u n t  i n  d e f a u l t  s p e c i f i e d  b y  t h e  d e p a r t m e n t  i n  t h e  

g u a r a n t e e  a g r e e m e n t .

S e c .  4 5 . 9 4 . 0 5 5 .  A D D I T I O N A L  G U A R A N T E E S .  N o t  l e s s  t h a n  30 d a y s  

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

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

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

S e c .  4 5 . 9 4 . 0 6 0 .  D E F I N I T I O N S .  I n  t h i s  c h a p t e r

( 1 )  " c o m m i s s i o n e r "  m e a n s  t h e  c o m m i s s i o n e r  o f  r e v e n u e ;

( 2 )  " d e p a r t m e n t "  m e a n s  t h e  D e p a r t m e n t  o f  R e v e n u e ;

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

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

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

( 4 )  " f u n d "  m e a n s  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  f u n d .

*  S e c .  2 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  0 1 . -

1 6  1 0 . 0 7 0 ( c ) .

:•

-3- SB 479



March 1 , 1984

Senators Kerttula and Ziegler have introduced this legislation,

SB 479, as a means to assist the employees of the Alaska Division of the 

Louisiana-Pacific Corporation to acquire ownership of that Company's forest 

product business which is headquartered out of Ketchikan.

Senate Bill 479 will assist and make more secure the financing of an 

employee effort to pruchase ‘a controlling interest in the Ketchikan based 

forest products operation of Louisiana-Pacific Corporation. The employees 

have formed an ESOT (Employee Stock Ownership Trust) and study committee 

which represents all 800 direct employees of the division. In addition,

600 employees are employed by contractors for Ketchikan Pulp. If this 

employee purchase effort is not successful, LP has stated the operations 

will be shut down. Such an event will naturally result in massive 

unemployment and economic disruption.

The Borough and City of Ketchikan are vitally concerned about this 

problem, and fully support this employee effort.

The employees have completed five months of study and negotiations 

with LP, assisted by legal counsel and Salomon Brothers as financial 

advisors. The employees have committed to contribute a 25i.‘ reduction in 

pay and benefits as part of this purchase effort. They are confident that

INTRODUCTION OF SB 479
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this new Alaskan-owned forest products company will be a success as a 

consequence of their personal contributions combined with with new material 

cost reductions resulting from the combined efforts of the Alaska Loggers 

Association and the U.S. Forest Service, and an improved outlook for 

resolution of the EPA variance request.

It is vitally important to the economy of the state that established 

industries continue to operate. This bill will not only serve to assist in 

the maintenance of the economic viability of a company, but it will serve 

to assist Alaskans in their efforts to acquire ownership of that company. 

Should the bill not be enacted into law and the shutdown of 

Louisiana-Pacific takes piace, the state could suffer considerable costs 

in the form of lost tax revenues, lost payroll and extensive unemployment 

benefit payments.

n

It is certainly appropriate for the State of Alaska to assist its 

residents in maintaining the viability of a major industry. It is also 

most significant that the assistance is in the form of a guarantee for a 

commitment that Alaskans are making to invest their own money and futures 

in that industry and the state.
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LOUISIANA-PACIFIC REACHES AC3SEMEST 

0& SALE or  ALASKA OPERATIONS TO EMPLOYEES

i Z & t c h i k a f t i  A l a s k a ,  M a r c h  7 }  —  L o u i s i a n a -  

P a c i f i c  C o r p .  a n n o u n c e d  t o d a y  t h a t  i t  h a s  r e a c h e d  a s  

a g r e e m e n t  i n  p r i n c i p l e  C o  s e l l  a p p r o x i m a t e l y  5 6  p e r c e n t  

o f  its- o w n e r s h i p  i n t e r e s t s  I n  i t s  A l a s k a  f a c i l i t i e s  

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

l i s h e d  b y  t h e  e m p l o y e e s  a t  t h o s e  o p e r a t i o n s .  3‘h e  a g r e e m e n t  

w a s  r e a c h e d  w i t h  t h e  K e t c h i k a n  P a l p  C o m p a n y  E m p l o y e e s  

E S O T  S t u d y '  C o m m i t t e e , a n  e m p l o y e e  c o m m i t t e e  e s t a b l i s h e d  

t o  r e v i e w  isrsd n e g o t t a t / r  t h e  s a l e .  I t  i s  s u b j e c t  t o  

;» a u a b e r  tr£ c o n d i t i o n s  i n c l u d i n g ,  t h e  E S O T  o b t a i n i n g  

n e c e s s a r y  firtairelng ;, e x e c u t i o n  o f  a  d e f i n i t i v e  a g r e e m e n t  

a n d  a n y  r e j o i c e d  a p p r o v a l s  b y  t h e  a f f e c t e d  e m p l o y e e s  

a s  w e l l  n »  b y  L o u i s i a n o - P a c i f i c - *  s b o a r d  o f  d i r e c t o r s .

The ag re e m en t  s e t 3  a s a l e s  p r i c e  o f  $50 m i l l i o n  

t o  b e  p a i d  w i t h  a c o m b i n a t i o n  o f  c a s h  a n d  n o t e s .  1 - ?  

w i l l  n e t  r e a l i s e  a s i g n i f i c a n t  g a i n  o r  l o s s  o n  t h e

( m o r e )



t r a n s a c t i o n .  C o a p l e t i o n o f  s h e  s a l e  i s  e x p e c t e d  by_______
C c i i l - 1 9 3 4 .

L - P ’s A l a s k a n  o p e r a t i o n s ,  c o n s i s t  p r i n a r i l y  

o i  a ? « i p  a i l l  i n  K e t c h i k a n  v i t h  a n  a n n u a l  c a p a c i t y  

o f  1 5 0 * 0 0 0  t o n s  w h i c h  m a n u f a c t u r e s  s p e c i a l t y  s u l f i t e  

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

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

s u p p o r t e d ,  b y  »  l o n g - t e r s  t i m b e r  a g r e e m e n t  v i t h

t h e  Vi* S.. F o r e s t  S e r v i c i e ,

*We b e l i e v e  t h a t  t h e  l o n g - t e r n  p r o s p e c t s  
f o r  t h e s e  f a c i l i t i e s  w i l l  be b r i g h t e r  v i t h  e m p l o y e e  

. p a r t i c i p a t i o n  i n  o w n e r s h i p * *  a c c o r d i n g  t o  H a r r y  A* M e r l o T 
L - ?  c h a i r m a n  a n d  p r e s i d e n t .

L o u i s i a n a - P a c i f i c  i s  a  t s a j o r  f o r e s t  p r o d u c e s  
f i r m  v i t h  a o r e  t h a n  1 0 0  p l a n t s  a n d  m i l l s  t h r o u g h o u t  
t h e  U n i t e d  S t - a i e s ,

-  0  -

E&ITQSS PLEASE H07E.: Re- lezssed.  vi . a  B u s i n e s s  W i r e
M a r c h  7 *  1 9 8 $



S T A T E  OF A L A S K A  1984 L E G I S L A T I V E  S E S S I ON

F I S C A L  M OTE

R e v i s i o n  D a t e

R E Q U E S T

B i l 1 / R e s o l u t i o n  Mo:  L o a n s  C S  HB S 2 7

T i t l e :  F o r e s t  P r o d u c t s  L o a n ________________

G u a r a n t e e _________________________________________________

S p o n s o r :  Ho u se -  L o a n s

R e q u e s t o r :  H o u s e  R e s o u r c e s

D a t e  o f  R e q u e s t :  3 - 1 0 - 8 4

F I S C A L  D E T A I L  

A g e n c y  A f f e c t e d : R e v e n u e

P r o g r a m  C a t e g o r y  A f f e c t e d :

B R U ,  P r o g r a m  o r  S u b p r o g r a m ! s )  A f f e c t e d :  

T r e a s u r y

E X P E M D I T U R E S / R E V E M U E S :  ( T h o u s a n d s  o f  D o l l a r s )

| F Y  o 4  | F Y  8 5  | F Y  8 6  | F Y  8 7  | F Y  8 8  | F Y  8 9

! O P E R A T I N G T I100 PERSONAL SERVICES "1 '1 - 1 - 1 - .  ~ r - 1 -
200 TRAVEL 1 - 1 - 1 - 1 - i - j —
300 CONTRACTUAL 1 - 1 - ! - 1 - i - 1 -
400 SUPPLIES 1 - 1 - 1 - I - i - 1 —
500 EQUIPMENT I - 1 - 1 - 1 - i - 1 -
600 LANDS & STRUCTURES 1 - 1 - 1 - 1 - i - 1 —
700 GRANTS, CLAIMS 1 - 1 - 1 - 1 - i - i -
800 MISCELLANEOUS 1 - 1 - ! - 1 - i - 1 -

TOTAL OPERATING "1 -o- I -0- | -0- 1 -0- 1 -0- 1 -0-
| C A P I T A L  | -  1 -  1- I -  1 -  1 -

| R E V E N U E  | 

F U N D I N G :  ( T h o u s a n d s  o f  D o l l a r s )

-  1 - r -  I -  1 -  1

G E N E R A L  FUMD 

F E D E R A L  FUMDS 

O TH ER  

T O T A L

P O S I T I O N S :

F U L L - T I M E

P A R T - T I M E

T E M P O R A R Y

S O U R C E  OF FUMDS TO O F F S E T  F I S C A L  I M P A C T  OF B I L L :

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

p r o g r a m .  A g u a r a n t e e  w o u l d  r e q u i r e  t h e  a m o u n t  o f  t h e  g u a r a n t e e  t o  o e  a p p r o p r i a t e d  
t o  t h e  g u a r a n t e e  f u n d .

A N A L Y S I S :  A t t a c h  a  s e p a r a t e  p a g e  f o r  a n a l y s i s .

P r e p a r e d  B y :  M i l t  3 a r k e r  m
D i v i s i o n :  T r e a s u r y

A p p r o v e d  b y  C o m m i s s i o n e r : rm n ~ £ &
A g e n c y :  _______

P i i o n e :  4 G 5 - 2 3 5 0

D a t e :  J - 1 2 - 3 4

D a t e :  3//

D i s t r i b u t i o n  ( b y  A g e n c y  p r e p a r i n g  f i s c a l  n o t e ) :  

L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

O f f i c e  o f  M a n a g e m e n t  a n d  3 u d g e t  

I m p a c t e d  A g e n c y ( i e s )



P O T E N T I A L  U N E M P L O Y M E N T  P A Y M E N T S  TO  D I R E C T / I N D I R E C T  & S E R V I C E  RELA TE D E M P LO YE ES  IN 

T H E  E V E N T  OF A  L O U I S I A N A  P A C I F I C  A N D  A L A S K A  L U M B E R  & PULP C L O S U R E

U N E M P L O Y M E N T

C L A I M E N T S

A V E R A G E  P A Y M E N T  

& D U R A T I O N
E X H A U S T  BE NEFITS 

39 WEEKS 52 W EEK S

3.000

6 .000 

10,000

$6 ,2 4 5 , 5 8 0

$ 1 2 , 4 9 1 , 1 6 0

$ 2 0 , 8 1 8 , 6 0 0

$ 1 4 , 9 5 2 , 6 0 0  

$ 2 9 , 9 0 5 , 2 0 0  

$49, 842,000

$19 ,9 36 ,80 0

$39 ,8 73 ,60 0

$66 ,4 56 ,00 0

C L A IM EN TS

A D M I N I S T R A T I V E  C OS TS  O F  M A K I N G  P A Y M E N T S

A V E R A G E  P A Y M E N T  & D U R A T I O N 39 WEEKS 52 W E E K S

3.000

6.000 

10,000

' $ 189,296 

$356,596 

$659,711

$384,296

$769,452

$1,281,289

* AVG. PAYMENT & DURATION = $127.80 per w e e k  for 16.29 w ee ks

L O U I S I A N A  P A CI FIC  E M P L O Y M E N T  I N F O R M A T I O N

.WAGES

P A Y R O L L  & BENEFITS

D I R E C T  E M P L O Y M E N T  800 $22.6 m i l l i o n  $28 - 30 m i l l i o n

S E C O N D A R Y  E M P L O Y M E N T  600

T O T A L  E M P L O Y M E N T  1400



TCfll H IM IU T O
LEGISLATIVE AFFAIRS AGENCY

M  F. M  0  R  A  N  D  U  II F e b r u a r y  2 7 ,  1 9 8 4

S U B J E C T :  S e c t i o n a l  a n a l y s i s  o f

S B  4 7 9

T O :  S e n a t o r  J a l m a r  K e r t t u l a

F R O M :  /g ] n L i n n  H .  A s p e r

tlx* L e g i s l a t i v e  C o u n c i l

Y o u  h a v e  a s k e d  f o r  a  s e c t i o n a l  a n a l y s i s  o f  S B  4 7 9 ,  r e l a t i n g  

t o  a  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 .

* S e c t i o n  1 e s t a b l i s h e s  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  a n d  s e t s  c o n d i t i o n s  f o r  t h e  l o a n  g u a r a n ­

t e e s  .

S e c .  4 5 . 9 4 . 0 1 0  e s t a b l i s h e s  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  f u n d  i n  t h e  D e p a r t m e n t  o f  R e v e n u e

S e c .  4 5 . 9 4 . 0 2 0  a l l o w s  t h e  D e p a r t m e n t  o f  R . e v e n u e  t o  u s e  f u n d

m o n e y  t o  g u a r a n t e e  a  l o a n  f o r  t h e  p u r c h a s e  o f  3 5  p e r c e n t  o r  

m o r e  o f  t h e  s t o c k  o r  a s s e t s  o f  a  f o r e s t  p r o d u c t s  b u s i n e s s  b y  

t h e  e m p l o y e e s  o f  t h a t  b u s i n e s s .

S e c .  4 5 . 9 4 . 0 3 0  g r a n t s  t h e  d e p a r t m e n t  t h e  p o w e r s  n e c e s s a r y  t o  

a d m i n i s t e r  l o a n  g u a r a n t e e s  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 ,  a n d  r e q u i r e s  t h a t  a l o a n  g u a r ­

a n t e e d  m u s t  b e  s e c u r e d  b y  a d e q u a t e  c o l l a t e r a l .

S e c .  4 5 . 9 4 . 0 4 0  d i r e c t s  t h e  d e p a r t m e n t  t o  i n v e s t  m o n e y  f r o m

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

l o a n s  i n  i n v e s t m e n t s  a l l o w e d  u n d e r  A S  3 7 . 1 0 . 0 7 0 .

S e c .  4 5 . 9 4 . 0 5 0  e s t a b l i s h e s  c o n d i t i o n s  o n  a  l o a n  g u a r a n t e e ,  

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

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

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

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

POUCHY STAtt lAPllOl 
JUNLAU ALASKA 978 I I 

'10) A6S SHOO



F e b r u a r y  2 7 ,  1 9 8 4

Senator Kerttula
Page 2

*°u5 a l l o w s  t h e  d e p a r t m e n t  t o  g u a r a n t e e  a d d i t i o n a l  
l o a n s  f o r  a  b o r r o w e r  u n d e r  t h e  t e r m s  o f  ? h e  c h a p t e r .

c h a p t e r . ' 9 4 '0 6 0  p r o v i d e s  d e f i n i t i o n s  o f  t e r m s  u s e d  i n  t h e

S e c t i o n  2  o f  t h e  A c t  p r o v i d e s  a n  i m m e d i a t e  e f f e c t i v e  d a t e .

L H A : c s h  

C 2 / 1 3 7
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•, i : By GREGG POPPEN 
Daily News Staff Writer 

Members of the Employee Stock 
Ownership Trust (ESOT) study 
committee Tuesday approved a $50 
million employee buy 'out of 
Louisiana-Pacific Ketchikan Division 
(LPK) after months of bargaining 
with the parent corporation. ESOT 
would hold 56 percent of the division’s 
stock, with Louisiana-Pacific (L-P) 
keeping the rest.

About 11 percent of the refinanced 
stock is expected to be offered to the 
public by ESOT. ••••

ESOT leader and LPK comptroller 
Martin Pihl said today the study

*'.* V.r  ...  z i* .
’committee’s 28 members — salaried 
management employees and union 
wage employees — had given the 
purchase proposal close consideration 
since drafting over the weekend a 
letter of intent to participate with L-P 
in the $90 million deal. “I think we all 
feel pretty good about it. There was 
not unanimous approval, but very 
near,” he said.

Pihl said ESOT’s purchase of 
division stock is conditional on 
finding $50 million in financing and 
gaining employee approval of the 
plan. It must also be approved by the 
Louisiana Pacific board of directors.

The sale is expected to be com- ! 
pleted by mid-1984, according to a ’ 
press release issued today by 1 
I/Ouisiana-Pacific.

L-P proposed the employee buy out 
last fall and first offered the division 
to employees for about $150 million, j 

LPK facilities include the Ward Cove 
pulp mill, the Ketchikan Spruce Mill ! 
on the downtown waterfront and the [ 
Kenai Lumber Co. of Seward. Other 
facilities are logging camps, sorting ; 
yards and Annette Hemlock, a : 
sawmill in Metlakatla. Nearly a 
thousand workers are on the LPK • 
payroll at full production. The pulp !

: • **** 
mill is considered Ketchikan’s 
greatest employer.

Financing search 
ESOT executives will finish pre­

paring financial documents in the 
next several weeks with the help of 
Salomon Brothers, the New • York 
financial consultants who were hired 
by ESOT. Pihl said ESOT committee 
members have a list of six major 
banks in Alaska and the Lower 48 
which will hear ESOT’s pitch for 
financing. .. •

Bankers are sure to look closely at 
what Pihl called ESOT’s “viability 
plan" — a package of operating plans

and management strategies for the 
prospective employee-run corpora­
tion. The plan includes wage and 
benefits reductions for employees and 
savings in operating expenditures, 
particularly at the pulp mill. ESOT 
leaders said in recent weeks about 
$10 million in annual operations 
savings would be needed make the 
division break even.

Employees are hoping the U.S. 
Forest Service regional forester will 
grant timber industry cost relief 
requests that could reduce the price 
of building roads and harvesting 
timber. This weekend, industry' lead-

' • * ' I*. C' "■ t •* - \ V .. T

ers will meet once again with 
regional forester John Sandor in 
Juneau.

Another impending concern is the 
tentative denial by the U.S. 
Environmental Protection Agency 
(EPA) ’regional administrator of 
LPK’s request for a variance from 
new wastewater treatment standards. 
A final ruling by regional ad­
ministrator Ernesta Barnes will come 
in late May, she said last week during 
a Ketchikan visit.

LPK estimates the cost of comply­
ing with the EPA treatment regula­
tions at more than $10 million.
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SENATE BILL NO. 4 7 9 . by Senators Kerttula and Ziegler.

Establishes a Forest Product Business Loan Guarantee Program in 
the Dept, of Revenue. Mo’ ey in the loan fund could be used 

to guarantee a loan for the purpose of financing the purchase of 35 
percent or more of the stock or assets of a forest products 

business by, on behalf of, or for the benefits of the employees of 
that business. The Commissioner must require that a loan 
guaranteed by the fund be secured by adequate collateral.

Honey m  the fund that is not being used for loan guarantees must 

be invested under laws-governing investment of the Permanent Fund

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

the General Fund.

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

could guarantee a loan: (1) the term of the loan cannot exceed 10

years; (2) the loan must be secured by real or personal property, 

inventory or accounts receivable of the forest products business, 

or by other collateral acceptable to the department; (3) the loan 
must be originated with and serviced by the A l a s k a  Commercial 

Fishing and Agriculture Bank, or by a state or federally chartered 
financial institution located in Alaska; and (4) the loan must be 
made to the employees of the forest products business, to an 

employee stock ownership trust, or to one or mor e  corporations or 

other business associations or entities in w h i c h  the employees of 

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

The Department could guarantee up to 50 percent of a loan, but 
could not guarantee less than $5 million or more than $30 million 

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

Upon default by a borrower, the amount of the m a x i m u m  liability of 
the fund for a loan guarantee is the percentage of the amount in 

default specified by the Department in the guarantee agreement.

Allows the Department to grant additional guarantees to the same 

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

Effective immediately. Identical to HB 627.

Forest 

Products Loan 
Program______

Introduced February 13 and referred to Labor & Commerce, Resources 

and Finance.



H . R .  3 2 8 2

A m e n d m C r t t ' t O  t h e  S u b c o m m i t t e e  A m e d n m e n t  i n  i n  t h e  N a t u r e  

O f  a  S u b s t i t u t e ;

O n  P a g *  8 0 ,  a d d  a  n e w  s e c t i o n  4 5 ;

s a c  4 5 .  S e c t i o n  4 0 2  o f  t h e  F e d e r a l  W a t e r  P o l l u t i o n  

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

t h e  f o l l o w i n g  n e w  s u b s e c t i o n ;

" ( o ) .  F o r  a  p e r i o d  n o t  e x c e e d i n g  t e n  y e a r s  f r o m  

t h e  d a t e  o f  e n a c t m e n t ,  t h e  A d m i n i s t r a t o r  s h a l l  

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

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

i n  n o  e v e n t  s h a l l  t h e  A d m i n i s t r a t o r  r e q u i r e  

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

e f f e c t  o n  M a y  1 0 ,  1 9 8 4 s

1 .  A l a s k a  L u m b e r  a n d  P u l p  C o m p a n y #  

l o c a t e d  a t  S i t k a ,  A l a s k a  ( N P D E S  

p e r m i t  N o .  A K 0 0 0 Q 5 3 - 1 )  a n d

2 ,  L o u i s i a n a - P a c i f i c  C o r p o r a t i o n ,  l o c a t e d  

a t  K e t c h i k a n ,  A l a s k a  ( N P D B 8  p e r m i t  N o .  
A K  0 0 0 0 9 2 - 2 ) ,
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OUR GREAT LAND
T h e  fo res ted  m o u n ­

ta ins  and  va l l e y s  of the  Ton-  

ga s s  Nat ional  Fo re s t  in 

S o u t h e a s t e r n  A la s k a  a r e  the 

s o u r c e  of  r aw  mater ia l  

for the d i s so l v ing  pu lp  and 

lu mb er  p ro du ce d  by  K e t c h ­
ikan Pu lp  C o m pa ny .

A  long-term l i m b e r  sa l e ,  

p rev iou s l y  bid at publ i c  

auct ion ,  p ro .  i des  e ight  and 

on e  quar te r  bi l l ion board 

feet  of t imber  ori ap p r o x ­

imate l y  7 8 6 , 0 0 0  a c r e s  
of  To n g a s s  Nat ional  Fo r es t  

to be ha rv es t ed  o v e r  a 
f i fty y e a r  per iod

Th i s  t imber  is l oca ted  
on  the nor the rn hal f  of 

P r i n c e  of W a le s  I s land  and  a 

port ion of Re v i l l a g ig ed o  

Is land.  W e s te r n  he ml ock ,  
S i t k a  s p r u c e  in te r spe r se d  

wi th w e s te r n  red c e d a r  

and  A la s k a  ye l lo w  c e d a r  

g ro w  in d e n s e  w ind  and 

ra inswept  forests .

A pu lp  mil l  and sawmi l l  

a r e  loca ted  at Ward  

C o v e ,  s e v e n  and o n e  half  

mi l e s  north of K e t c h i ­

kan.  Af f i l i a ted saw mi l l s  a re  

at Ke tc h i k an ,  Met l akat-  

la. and K la w oc k .  Logg ing  

c a m p s  a r e  loca ted  th ro ug h­

out the r i ch l y  fo rested area . o Ketchikan Pulp Company Logging Operations.

mawa

Petersburg

Wrangelli i
' « & • '  m

Thorne Bay

1 1 1 1

Ketchikan

• Metlakatla

CHALLENGES 
AND OPPORTUNITIES.

Many challenges faced Ketchikan Pulp Company 
as they pioneered the pulp industry in Alaska. 
Today with the ever increasing demands for wood 
products, new and exciting challenges still exist.

New and competitive products from forest re­
sources are constantly being developed with ad­
vancing technology. New markets, and the rapidly 
changing economic conditions in the United States 
and world markets present unlimited challenges.

Efficient utilization for the best use of the raw 
material will continue to be developed thru advanc­
ing expertise, knowledge and past experience. Ex ­
periments have only begun on the practicability of 
balloon and helicopter logging in Southeastern 
Alaska. These methods will have a minimal impact 
on the environment and make timber, now inacces­
sible, economically feasible to harvest.

The Forest Products industry is a mainstay in 
Alaska and the Ketchikan economy, and is ex­
pected to become increasingly important in the 
years to come. The realization that wood is the oniy 
renewable construction resource insures a secure 
future for the timber industry and Alaska.
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OUR PEOPLE 
OUR COMMUNITY

Ketchikan is home to 10,000 Alaskans and is 
shopping headquarters for 4,000 more. Ketchikan 
is the Gateway to Alaska with a frontier feeling and 
a pioneer spirit. Ketchikan is an All-American-City 
and has been listed as one of the ten most liveable 
cities in America. Just 90 jet-minutes from Seattlefor making these twenty years possible. The high 

quality of our pulp, lumber, and cants is the result
a part ofof our people who have made Alaska their home 

and who have created a social environment of 
which they can be proud.

Ketchikan is the third largest city in the State of

Alaska with main industries being timber, fishing and tourism
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KETCHIKAN PULP COMPANY 
...Our First 2 0  Years

timber sales were offered in 1913 and 1917, but 
these attempts were unsuccessful. A small paper 
pulp mill was built in the early 1920s by Alaska Pulp 
and Paper Company at Speel River, 30 miles south 
of Juneau. This mill produced about 15 tons per 
day of ground wood pulp. Unsatisfactory prices for 
low grade pulp and a lack of market forced its 
operators to close in 1923.

During the late 1920s several paper companies 
investigated the possibilities of establishing pro­
cessing plants. Two timber sales were advertised 
and conditionally awarded, but the Great Depres­
sion and conditions through World War II discour­
aged any real interest.

In June 1944 Regional Forester B. Frank 
Heintzleman had C.W. Archbold, Supervisor of the 
Southern Division, set up timber cruising parties to

Ketchikan Pulp Company was the dream of many 
men; men who were deeply interested in encourag­
ing and bringing about a steady industrial de­
velopment of Alaska; men who recognized that any 
such project was a pioneer undertaking involving 
:ong-term investment accompanied by unusual
known conditions that might be encountered at an 
isolated site a great distance from markets.

Interest in Alaska pulp opportunities extends 
back as far as 1910. The Territory needed a stable 
economic base to supplement the highly seasonal 
and fluctuating fisheries industry. Virgin growth 
stands of spruce and hemlock interspersed with 
cedar offered limitless raw materials and covered 
all of the countless islands of Southeastern Alaska.

Some of this timber had been utilized. Over the 
years a number of small sawmills had operated in 
Southeastern Alaska. Many mining camps were 
cutting their own lumber, and when the camps 
were abandoned so were the sawmills. The need 
for lumber increased as the fishing industry de­
veloped and towns began to grow, but little more 
than lumber for homes and shops was ever pro­
duced.

Among those instrumental in 'encouraging in­
terest in timber as a raw material for pulp was the 
United States Forest Service. As an incentive,

K P  10 F loat ing con s t ruc t ion  c a m p  for  c o n ­
s t ruct ion w or ke r s  at Ward C o v e  - J u n e  30.  1952
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prepare maps and reports to be used as the basis 
for another sale of timber. This timber was located 
mainly on Prince of Wales Island, the largest of the 
cluster of islands making up the Alexander Ar­
chipelago in Southeastern Alaska.

During 1945 discussions were held between 
Heintzleman and Fred Stevenot and Lawson Tur- 
cotte of Puget Sound Pulp and Timber Company of 
Bellingham, Washington. Harold Cavin, chief en­
gineer, John P. Van Crsdel, consulting forester, 
and Wm. D. Shannon, consulting hydroelectric en­
gineer were sent to Ketchikan. They submitted 
favorable reports on the feasibility of a dissolving 
pulp mill at Ketchikan. Dissolving pulp is a special 
grade of chemical pulp for use in the manufacture 
of rayon and cellophane products.

This study emphasized the heavy financial re­
quirements of the undertaking, and the importance 
of an assured market for a major part of the plant's 
output.

In 1948 American Viscose Corporation, a pioneer 
United States manufacturer of rayon and cel­
lophane, sent a committee to investigate a proposal 
of Puget sound Pulp and Timber Company to build 
a pulp mill in Alaska. As a result of the visit, the two 
companies formed Ketchikan Pulp Company as a 
joint venture.

Officers of this new company were chairman of 
the board, Dr. Frank H. Reichel, president of Ameri­
can Viscose Corporation; president, Lawson P. 
Turcotte, president of the Puget Sound Pulp and 
Timber Company; vice-president and treasurer,

William H. B/own, secretary-treasuri;/ of American 
Viscose Corporation; vice president and secretary, 
Robert H. Evans, general counsel of Puget Sound 
Pulp and Timber Company. Other directors we re 
Henry H. Bitter and John G. Jackson of American 
Viscose Corporation and Erik T. Ekholm and Fred 
G. Stevenot of Puget Sound Pulp and Timber Com­
pany.

tt took three years of preparations before the final 
timber purchase agreement between Ketchikan 
Pulp Company and the United States Forest Ser­
vice was completed on July 26, 1951, on a timber 
tract previously bid at public auction. The agree­
ment, still in effect, calls for a 50 year, sustained 
yield., timber harvesting schedule. Ketchikan Pulp 
has consistently harvested less timber than allowed 
annually under this agreement.

The decision was made to establish a high grade 
dissolving pulp mill of 300 tons daily capacity with a 
proposed increase to 525. This inaugurated a new 
enterprise to make constructive use of the vast 
timber resources of the Territory.

The miil site selected is seven miles north of 
Ketchikan at Ward Cove, a small cove where Rus­
sian traders anchored before Alaska was pur­
chased by the United States. In the 1880s when the 
cove was surveyed by the U.S.S. Patterson, it was 
named for one of the officers on the ship. Later the 
area was known as Wacker, Alaska, named for the 
family who owned much of the area.

Here was suitable terrain for the construction of a 
pulp mill and wharf. The adjacent waters had suffi-

WE PROTECT 
AIR QUALITY...

The original design of the pulping and spent li­
quor recovery systems at Ward Cove emphasized 
maximum air and water prorection. Furnaces fired 
by oil and waste wood contained cyclonic units for 
fly ash separation. Spent liquor recovery furnaces 
were constructed with four tower cooling and ab­
sorption wet scrubbers to remove s Jfure dioxide 
and particulate material from the flue gases.

The pulp mill is presently in com).'iance with 
their state air quality control permit, i i 'ued June 
18, 1973 and is continuing to test m.re com­
prehensive control techniques to furthe/ nhance 
air quality.

Clean air is also a concern at our sawmills. In 
November 1973 the State of Alaska issued an air 
quality control permit to Ketchikan Spruce Mills for 
operation of their waste wood boiler. This was the 
first sawmill boiler in Alaska to comply with air 
quality requirements. Previously, in 1969 the tepee 
burner at Ketchikan Spruce Mills was retired from 
service. It was the first burner in Alaska and one of 
the first in the nation to be taken out of use. Waste 
wood formerly burned in this unit was then routed 
to the pulp mill for incineration and power genera­
tion. In 1973 use of the wigwam burner at Annette 
Hemlock Mills was discontinued. Barging of its 
waste to Ward Cove for power generation was 
initiated in June, 1974.

WE PROTECT 
WATER QUALITY...

Clean water is important to Ketchikan Pulp Com­
pany and our employees. Every week water sam­
ples are collected from twelve stations in and near 
Ward Cove to provide information on water quality 
control.

Last year $6.35 million of environmental controls 
were completed. The log deck and bundle handling 
crane minimizes log handling and storage in the 
water as well as keeping loose bark and debris out 
of the water.

Emergency storage capacity for sulphite waste 
liquors is being provided. In event of equipment 
failure these waste liquors will not be discharged 
into the bay. A new sanitary waste treatment plant 
has also been installed.

The new clarifier is an open circular concrete 
tank 190 feet in diameter and 12 feet deep. The 
waste water from barking, pulp washing, and floor 
drains is pumped to the clarifier. The solids are 
raked to the center and pumped to the hog house, 
filtered, pressed, and burned with tho hog fuel.

All of these projects meet the present require­
ments of the Federal Environmental Protection 
Agency and the State of Alaska.



;|$ps
* <LT*V> '

George Beck, recalls, "The building of Ketchikan 
Pulp had an impact very much like that which 
the Trans-Alaska Pipeline is experiencing now.”

To provide a fresh water supply a gigantic 85-foot 
high dam was built at the outlet of Lake Connell. A 
wooden stave pipeline five feet in diameter and 
three miles long was built to bring fresh water to 
Ward Cove. Because the water contains impurities 
such as dissolved organic matter, it was necessary 
to build a filter plant to filter and chemically treat 
the water before its use in the pulp making process.

Meanwhile on Prince of Wales Island at Hollis a 
logging camp was set up with operations begin­
ning in July 1953. This logging camp, built near the 
site of an abandoned gold mining town, contained 
company-built homes, buildings for meetings and 
weekly moving pictures, a recreation hall and 
schoolhouse in which the first eight grades were 
taught. It was the largest logging operation in the 
Territory of Alaska. Today, Hollis is again a tim­
bered area with second growth trees standing 30 to 
40 feet high.

In May 1954 the first finished pulp rolled off the 
machine. Alaska’s dream of a wood pulp industry 
had become a reality. At that time the completed 
mill, costing $55 million, represented the largest 
single industrial investment ever made in the Ter­
ritory of Alaska.

Cn July 14, 1954, a formal dedication was held. 
Industry dignitaries from New York, Philadelphia, 
the West Coast, and Tokyo came to see the world’s 
most modern dissolving pulp mill in operation.

Powerhouse stack, machine shop, dock, 

pulp preparation building, pulp storage build­

ing and sulfur silos taking shape - May 21, 1953.

Among the' honored guests who spoke at the cere­
monies were Governor B. Frank Heintzleman, who 
as Regional Forester 10 years before, was instru­
mental in th6\ inception of the mill, Alaska’s Con­
gressional Delegate E. L. Bartlett, and Chief U. S. 
Forester R. E. iyicArdle.

“We now see the establishment of a major enter­
prise which will provide year round employment, 
based upon a renewable natural resource offering 
a supply of raw material in perpetuity under proper 
scientific management,” Governor Heintzleman 
stated in his dedication message.

In June 1954 the freighter P & T Trader lifted the 
first shipment of pulp which was destined for 
Buenos Aires, Argentina. The first shipment to 
Europe was made in September 1954 on the Nor-

PROCESSING THE PULP

The next phase in the preparation of pulp is to 
remove uncooked knots and wood chunks. Smaller 
particles of wood, bark and dirt not removed by the 
deknotting operation are separated out by screens 
which rotate and vibrate simultaneously. Then the 
pulp is washed. After this the pulp is ready for 
bleaching. The continuous bleaching process 
takes five hours and is done in six stages using 
varying quantities of chlorine, caustic, and bleach 
liquor according to the grade of pulp being pro­
duced.Sulfur gases from the

sulfur burner are cooled by water

in the first stage of the acid making process.

Cocked raw pulp passes through a series of 

washers where spent chemicals are removed and 

the pulp is bleached in six stages, prior to drying.

RECOVERING 
COOKING LIQUOR...

The cooking acid is first washed out of the pulp 
and then concentrated by evaporation. This spent 
acid or “red liquor” contains the basic chemicals, 
magnesium and sulfur, plus the lignins from the 
wood. After evaporation the red liquor is used as 
fuel in recovery furnaces. The combustion is self- 
supporting, and resultant fly-ash and flue gas con­
tains magnesium oxide and sulfur dioxide which 
are again utilized in the preparation of cooking 
acid. Sixty per cent of mill power comes from the 
recovery furnaces.

p r r r r



SHIPPING TO CONSUMERS

The pulp is cut into sheets of various sizes de­
pending upon the customer's specifications and 
made into bales weighing up to 700 pounds. Ship­
ments to domestic customers travel by rail car 
barge to Seattle and are then routed over major rail 
lines. Export pulp is loaded aboard ocean-going 
vessels from the Company dock. Domestic rayon 
and cellophane plants are the major customers but 
pulp has been exported to Mexico, Colombia, India, 
and other countries.

B le a c h e d  p u l p , s u s p e n d e d  
in wa te r  is s p r ead  into she e t  form 
w h e r e  it is dew ate re d ,  dr ied and  rol led

Dried pu lp  is cut ,  ba led,  and  loaded if o box 
c a r s  for  sh ip m e n t  to co nv e r s io n  plants .DRYING THE PULP

Bleached pulp is metered to the headbox of the 
pulp machine. Here it is evenly distributed on a 
moving wire screen. As the pulp moves through the 
machine, water is removed by gravity, next by suc­
tion, then by pressure and finally by heat as it pas­
ses over 140 steam heated dryer rolls. After drying, 
the pulp is wound onto jumbo-sized rolls weighing 
20 tons each. These are stored while each is 
thoroughly tested for quality by the laboratory.

new magnesium oxide process being developed to 
make pulp. Through the use of magnesium oxide 
as a cooking acid base, a mill could operate as a 
closed system in which the chemicals used in cook­
ing acid would be recovered and reused.

By April 1952 the process proved efficient and 
economical, so Ketchikan Pulp Company awarded 
a $46 million construction contract to Ward Cove 
Builders, formed jointly by Howard S. Wright Com­
pany and Guy F. Atkinson Company. Harold Cavin, 
Pugef Sound Pulp and Timber Company, was in 
charge of engineering and design of the mill, one of 
the first in the world built for the magnesium oxide 
process.

Thousands of tons of heavy equipment and ma­
terials were shipped to Prince Rupert, British 
Columbia by rail from the eastern United States and 
ferried on 6 and 12-car barges to Ward Cove.

At Ward Cove there was a flurry of activity. Count­
less bargeloads of building materials were un­
loaded and gigantic construction equipment 
moved in. Actual construction started on May 19, 
1952 when clearing for the office building began. 
Then on June 1 ground was broken for the mill 
itself.

The construction of the mill had a tremendous 
impact on the city of Ketchikan. The builders hired 
as many local workers and contractors as possible. 
In addition, literally thousands of experts in all 
areas of construction were brought in, all requiring 
housing, utilities, and community services. The 
then mayor and still current resident of Ketchikan,

Exca va t ion ,  c l ear ing ,  an d  cons truct ion 
o f f i ce bui lding at  Ward C o v e  - J u l y  22, 1952.

cient depth to accommodate barges and ocean­
going vessels and was adequately sheltered for log 
storage and handling.

Preliminary engineering work was begun on the 
mill, power and water sites. W.A. Bates, president 
of the Miners and Merchants Bank in Ketchikan, 
was given the tremendous task of putting the pro­
posed mill site under option. About 90 owners were 
involved, many of whom were deceased, thus re­
quiring negotiations with numerous heirs all over 
the United States. It took Bates nearly three years to 
complete titie searches, obtain options and 
close purchase transactions and it required him to 
travel to places such as Moss Landing, California, 
Fairbanks, Alaska, and Scranton, Pennsylvania.

In the meantime keen interest was shown in a


